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Preface 


Ihe publication foregn Relations of the Umted States constitutes 
the oftxaal record of the foreign policy of the United States The 
printed volumes on the series and the accompanying microtihe 
supplements indude, subject to necessary security Considerations, 
all documents needed to give a comprehensive record of the 
major toregn poly decisions of the United States together with 
appropriate materials concerning the tacts that contobuted to the 
tormulation of poles Records on the tiles of the Department of 
State are augmented by documentation trom other government 
agencies involved in the tormulation of toreygn policy 

Ihe basx documentary diplomat« record presented im the 
printed volumes of the senes and the microfiche supplements ts 
edited by the Ofte of the Historian, Bureau of Public Attairs 
Department of State The editing os guided by the principles of 
hustornal obyectivity and oy accordance with the tollowing off) 
cial guidame first promulgated by Secretary of State Frank B 
Kellogg on March 26. 1925 


There may be no alteration of the text, no deletions without 
indicating the place in the text where the deletion im made 
and no omission of tacts which were of mayor importance mn 
reathing a decssson Nothing may be omitted tor the pur 
pose of concealing of glossing over what mught be regarded 
by some as 4 defect of poly However, certain omissions 
of documents are permissible tor the following reasons 


4 lo avend publxation of matters that would tend to 


impede current diplomatn negotiations of other business 


b To condense the record and avoid repetition of needless 
details 


« To preserve the contidence reposed in the Department by 
individuals and by foreign governments 


d To avoid giving needless offense to other nationalities of 
individuals 
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e To eluminate personal opmmons presented in despatches 
and not acted upon by the Department To this consider 
ation there os one gualitxation om connection with major 
decisions it us desirable, where possible, to show the alterna 
tive presented to the Department betore the decision was 
made 


Promcaples ot Selection tor Forngn Relaton. 1958-1900. Volume V 


The wutial research, compilation, and editing of the printed 
volume and microfiche supplement took place in 1°80 and 1981 
Betore selecting documents, the editors developed a research plan 
based on the topis to be included and on oftiial records and 
other documentation in the Department of State and at the 
Dwight 1) bisenhower Library at Abilene, Kansas 

The documents included in the printed volume and in the 
muxrotiche supplement present the record of bask US) policies 
toward South Amerna, Central America, and the Canbbean area, 
and of the major mncaidents un US relations with the nations on 
the regron The documentation on multilateral issues and regvon 
al US) poles contained in the printed volume tocuses on US 
concern un the years 1958-1960 over economn development 
problems, political instability, the Castro regime in Cuba, Com 
munist activity, the US role in hemisphere defense, and the role 
om the Orgamzation of American States in promoting stability 
and peace un the region The goodwill trips by President Eisen 
hower, Vice President Nixon, and Dr Milton Eisenhower, which 
retlect this concern, are documented in some detail US bilateral 

relations with Argentina, Brazil, and Mexico are also covered A 
summary of the print volume is printed on pages 47-53 US re 
lations with Cuba and the US attitude toward the regime of 
hidel Castro are extensively documented in volume VI 

This microtxhe supplement presents documents on US eco 
nom policies toward the region, including technical assistance, 
and bilateral relations with the nations of Central and South 
Ameria and the Canbbean area, except Argentina, Brazil! 
Mexxo, and Cuba Summaries of the compilations included in 
the microfixhe supplement, with references to specific docu- 
ments, are printed on pages 54-96 


This guide to the microfiche supplement contains lists of 
sources, persons, and abbreviations and a comprehensive index 
of all the documents, as well as the summaries noted above The 
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print volume and the microfiche supplement have separate in 
dexes 

Compilations on bilateral relations in this volume and in the 
mirotiche supplement include the texts of telegrams trom the 
Department of State to posts in the region contamuing instruc 
tons and polxy guidance, telegrams trom posts to the Depart. 
ment of State contaming repurts, analyses, and recommendations, 
the texts of polky memoranda and reports, and memoranda of 
conversation between US and foreign officials 

In selecting documents tor the print volume and microti he 
supplement, the editors concentrated on National Secunty Coun 
cil and Cabinet meetings, NSC and Department of State polny 
papers and memoranda that set torth polny options The editors 
also selected tinished intelligence reports (such as National Intel 
hyence Estumates and intelligence brietings to the NSC) on which 
policy decisions were made, communi ations with foreign gov 
ermments and international orgamizations, and poli y recommen 
dations and analyses sent by US missions abroad to the Depart 
ment of State 

Because the focus of the print volume and the mucroti he 
supplement is on major diplomatx aspects of US poliies 
toward the region, the editors did not document the US mulitary 
assistance program, intelligence activities, of detailed aspects of 
economn and cultural relations They did not, theretore, seck ex 
panded access to foreign affairs records of agencies outside of the 
Department of State, the White House, and the National Secun 
ty Council 

The editors had complete access to the records of the De 
partment of State including all the central indexed decimal tiles 
and the varus special decentralized tiles (lot tiles) relevant to 
the volume At the Ficenhower Library, the editors gave particu 
lar attention to the Ann Whitman file, with its master collection 
of National Secunty Council records, Cabinet papers, and other 
important Presidential records The editors reviewed other pert: 
nent records at the Eisenhower Library, including papers of Sex 
retaries of State John Foster Dulles and Christian A Herter. and 
recore’s of the President's Special Assistant for National Security 
Attairs The editors beheve that no documentation at the biven 
hower Library relevant to the subject matter was overlooked or 
withheld A complete list of the files consulted in preparing both 
the print volume and the microfiche supplement is on pages |- 
11 
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The editors of the volume are contident that the documents 
included un the print volume and in the murotiche supplement 
taken together provide a comprehensive and accurate record of 
US diplomatx policies toward the Canbbean, Central America, 
and South America region The declassitication review process 
tor the documents onginally selected tor thi volume, outhned in 
more detail below, resulted in withholding trom publication ap 
proxumately 3 percent of the manuscript of the print volume and 
1 percent of the microfiche supplement 


Fditorval Methodology 


The documents in the microfiche supplement are reproduced 
directly trom copies of the onginal documents Headings, toot 
notes, and editonal notes have been added by the editors im a 
format sumidar to that of the printed volume Documents with 
excemons due to continued classitiation appear in the supple 
ment with the excised portions shaded in black Documents that 
were demed on the declassitxation review process have been 
noted by inserting a page contammng the document number, its 
date, and the repository on which it was tound 

The documents are presented chronologacally according to 
Washington tune Incoming telegrams trom US missions are 
placed according to time of receipt in the Department of State or 
other recenving agemy, tather than the time of transmission 
memoranda of conversation are placed according to the teme and 
date of the conversation, rather than the date the memorandum 
was dratted 

The document's source and ongunal classifx ation are con 
tanned on the editorial headings at the begunnung of each docu 
ment Distribution and drafting intormation, unformation on the 
bach grownd of umportant documents and poles, and indi ations 
it the Presedent and/or his major polny advisers read the docu 
ment are in the first footnote 

Editornal notes and additional annotation summarize pert 
nent maternal not included, indicate the location of additional 
documentary sources, provide references to wunportant related 
documents printed in other volumes, describe key events, and 
summarize and provide citations to public statements that sup 
plement and elucidate the documents Information denved from 
memoirs and other first-hand acounts has been used when ap 
plicable to supplement the official record 
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Dyn lasssPuahion Remew i> vedios 


Declassitication review of the documents selected tor pubh- 
cation was conducted by the Division of Historn al Documents 
Review, Bureau of Diplomatx Security, Department of State 
The review was made in accordance with the Freedom of Infor. 
mation Act, the Privacy Act, and the criteria established in Exec. 
utive Order 12356 regarding 


1) mulitary plans, weapons, of operations, 


2) the vulnerabilities or capabilitees of systems, mnstallations, 
projects, or plans relating to the nathonal security, 


4) foregn government information 


4) wntelligence activities (oncludong special activities), of in 
tellhgence sources of methods 


5) toregn relations or torexgn activitees of the United States. 


6} screntiftx, technological, or econmomen matters relating to 
national security 


7) US Government programs tor sateguarding nuclear ma 
terials of tacslitees 


8) cryptology. and 


9%) a contidential source 


Dx Lassifxcation decisions entailed concurrence of the appro 
priate geographic and tunctional bureaus om the Department of 
State, other concerned agencies of the US Government, and ap 
propriate foreign governments regarding documents of those 
governments The principle guiding declassiti ation review ts to 
release as much information as i comsistent with contemporary 
requirements of national security and sound foreign relations 

N Stephen Kane supervised the planning and compilation of 
the chapters that comprise the printed volume and the micro 
tixhe supplement, under the direction of I'aul Claussen Editor in 
Chiet Johan P Glennon supervised the final preparation of the 
martotiche supplement for publxation Mr Kane compiled the 
sections un regional economic poles and relations with Colom 
tua Carl N Raether compiled the sections on US relations with 
Honduras and Panama Evans Gerakas prepared compilations on 
Costa Rica, Ecuador, El Salvador, Guatemala, and Peru Other 
compilations were prepared by Edith James (Bolivia, Chile, Para 
guay. Uruguay, Venezuela), Aaron 1D Miller (Nicaragua), and 
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Nina | Nonng (Domunkxan Reputtx, Haiti) Wo Taylor Fam Ill 
prepared the summary of the printed volume Summaries of in 
dividual compilations on the marofixhe supplement were pre 
pared by Mr Glennon, Edward © Keeter, David Wo Mabon 
Charles S Sampson, Harnet 1D) Schwar, and Lows Ht Sauth Bret 
1) Bellamy prepared the lists of sources, abbreviations, and 
names Rita M Baker pertormed the technwal edeteng Barbara A 
Bacon of the Publishing Services Diwmson (Paul Mo Washington 
Cheet (retrred)) oversaw production of the volume Do Mi 


Stauber prepared the index 


William 7. Slany 
The fd of ide 
Bu du Iwh Aha 4 


luly 19°] 
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List of Sources 


Unpublished Sources 
Department of State 


1 central Fea The mayor source of docwmentatron tor both 
the pronted volurme and the maroetahe supplement was the om 
dewed central tiles, of decumal tiles. of the Department of State 
2 la tide Decaments trom the Central Files have been sup 
plemented by material trom decentrahzed oftne ties the lot 
tiles of the Department of State A leet of the lot tiles ased of 
consulted tollows 


ARA tiles Lot 62 1) Ase 


Lruguay desk files tor the wears 1958-1960. as manntaened 
bw the Cine of Fast Coot Aftars of the Bureau of Inter 
Amernan Aft aers 


AKA biles Lot oo 1) 4 


lhonduras desk tiles tor the wears 1960 1964. as maentaned 
byw the CWine of Central Amernan Atftans of the Berea of 
Inter Amerwanm Attairs 


ARA Deputy Avsrtant Secretary Piles Lot ol 1) 411 


(Nine tiles of the Deputy Assstant SS. etary of State tor 
Inter Amernan Attars (Wilham [ Snow) tor the year 1°58 
» marntamned by the Ottne of the Deputy Avsrnstant Sec re 

tary of State tor Inter Amer an Affairs 


AKA Special Awsrstant Files Lot 60 D 871 


bur tronal files of the Speceal Assrstant (hohn © Pell, Ir) te 
the Avcswtant Secretary of State tor Inter Amernan Aft arrs 
tor the years 1958 and 199° as mamtamned by the (Otte of 
Inter Ameri an Regional bc omomn Affairs 


ARA Special Assistant Piles Lot 60 D 515 


Furctional files of the Special Assstant (Henry A Hoyt and 
lon © Pill, Ie) to the Avsrtant Secretary of State for Inter 
Amerwan Aftais tor the year 1958, as maintained by the 
O'fice of the Special Asorstant wn the Bureau of Inter. Amen 
can Aftairs 














COECLASSIF IED FOR PAIEL I CATIGCN IN 


PORE 1G FPELATIGNS OF THE WelTED 


STATES 





S own co) weber ALT. OF * Se 85) pants tee cere ot 


2 borenen Relations, 1958-60. Vol V. Marotiche 


ARA Spexeal Avsrstant Piles Lot o2 1) 24 


(Mtne tiles of the Specsal Avswtant (Frank | Diewene and 
lark Voollem) to the Avomtent Saretary of State tor Inter 
Amern an Attars tor the vears 199° 1% 1) 2s mantamned by 
the (Mine of the Specsal A tant om the Beresaw of Inter 
Ametn am Att aers 





ARA PCT Files Lot ot D a5. 


Suber t and cowntry tiles tor the wears 1957 1946) as man 
tare ; tr, thre CMine f Re ) wrval aU The MTV be Dovln y | the 


Kure su t inter Amernon Att sere 
AR A EST Peles Lot oO 1D Dae 


Venerwecla desk tiles tor the wear 1998 os maentanned bw the 


(Mine of bast Coast Atta 
AR A EST Piles Lot el 1D) tte 


Verwra@ela desk tres tor the wear 1958 1999 os mantarmned 


by the (Mine of bast ( rot \OP pore 
AKA ST Piles Lot elie 


Venerucla desk tiles tor the wear 1960. as manntaened by the 





iwi ane | bast © oat Att ov 
AR A EST Biles Lot o2 1) '54 


Veraguay desk files tor the wears 1954 1980 as maentanned 
by the CMinoe of Fact C oaet Alt sore 


AR A LAS Biles Lot oS T) Das 


“Niletery and security tiles tor the wears 19545. 1@62 os mam 


tamed byw the Bureau of loter Amern an Aff aers 
ARA TAS Piles Low ev ie 


Milvtary and trang saeomtance tiles for the wears 10% 
194 as marntamed by the Buresu of Inter Amernan Al 


fairs 
ARA ITA Files Lot 66 1) 2% 


boomer: foles for the wears 1947.106)3 as martamed by 


the Bureau of Inter  Amern an Affairs 
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Last of Sources ; 


ARA OAT’ tiles Low 61D ilo 


( bronologn al and subyect tiles releteng to Central Amern as 
for the vears 1957-1958 om lbodong correspomdenm ¢ with Am 
bassador Wheteng Willawer Dh Milton Besenhowers trp to 
Central Amerna om 1998 and ativetess of the Unsted brew 
Company, retered by the CMtn« t Central Amernan and 


lanamarman Attars on the Buresu of beter Amern an Aft aors 
AR A CIVAT’ bil Lot 64 DL) eo” 


l'anarma desk tiles tor the vear 19s s Faerie fry the 


1 ty t ( entral Amern an and l'anammaman Afton 
AR A TTAN bile Lea oS 1) 176 
Danama dest tiles tor the wears 1960-196). os masntarned by 
the (Mine of Tanamaman Atty 
AR A REA bik tore? 1) wr 
‘ prvtry short) and «heros vn al trhes tow the wears 1° 


[Wel ; ry rmntamned bry thre 1 Wins 7 | lroter Amer: ly Re 


guenal t roormn Att aers 
ARA REA Files Lot 63 1D) io 
\ onertry shorn) and « brown ‘ s| toles for the wear a 


1%el as maentamed byw the (Mine of beter Amwern an Re 


geonal bi onmornn Aftarrs 
AR A REA Piles Lot os 1D) 20) 


Sulwext and cowntry tile ’ the wear 190 as maentareed 


bry the CMtne of Inter Amer an Regronal boomonmm Atta 
AR A REA tiles Lot 63 1) 415 


Mutual Seu urity Progr am and intern stromal ¢ cm ngnet staonm Ad 
moerestratron tiles for the wears 1°52-1@62 os marntaned by 


the (tne of Inter. Amer an Regronal Fcoomonm Aff arrs 
AKA VWVST Piles Lot 61 1) 45 


Workeng tiles of the Officer on Charge of Merwwian Affaers 
Sandy M l’rengle. for the wears 1957. 1¢5« 
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List of Sources 5 


Conterence Files Lot 64 D 559 


Chronological files on visits by various foreign dignitaries to 
the United States and on various international conterences 
abroad tor the year 1960, as mamtained by the Executive 
Secretariat 


C onterence Files Lot o4 D 500 


Collection of documentation on ofticial visits by heads of 
government and foreign ministers to the United States and 
on major international conterences attended by the Secretary 
of State tor the years 1958-1959, as maintained by the Exec 
utive Secretariat 


i wrrent Foon acid Developmen’ Lot 70 1) 107 


Master set of the Department of State classified internal 
publication Current tconomy Derovlopments tor the years 1945 
1969, as maintained by the Bureau of Economic Aftairs 


EST Files Lot 61 1) 172 


Ottice of Brazilian Afttairs tiles tor the years 1958-1959, re 
tired by the Officer in Charge of Brazilian Aftairs in the 
Office of East Coast Affairs 


EST Files Lot of D 332 


Chronological tiles tor the years 1957-1959 and files of Vice 
President Nixon's trip to South America in 1958, retired by 
the Office of East Coast Affairs 


EST Files Lot 62 D 308 


Brazil desk files tor the years 1959-1960, retired by the Of 
fuer on Charge of Brazilian Attairs in the Office of East 
( oast Aftairs 


INR Files 


Files retained by the Bureau of Intelligence and Research 


INR-NIE Files 


Files of National Intellijence Estimates, Special Estimates, 
and Special National Intelligence Estimates, retained by the 
Directorate for Regional Research in the Bureau of Intell 
gence and Research 


=S 
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© Foreign Relations, 1958-09, Vol. V, Microtiche 


OAP Files Lot 00 D 047 


(,uatemala desk files for the years 1950-1958, retired by the 
Otftime of Central American and Panamanian Afttairs 


OAP Files Lot 61 D7 


Costa Rica desk tiles for the year 1958, retured by the Office 
of Central American and Panamanian Attairs 


OAD Files Lot ol D 473 


General subject tiles tor the year 1959. retired by the Office 
of Central American and Panamanian Attairs 


OAD Files Lot 03 D 127 


General subject tiles for the year 1960. as maintained by the 
(tne of Central Amerwan and Panamanian Aftairs 


AI tiles Lot 03 D 146 


Cjuatemala desk tiles tor the years 1959-1960, as mamtained 
by the Otte of Central Amernan and lanamanian Attairs 


OAD Files Lot o4 D 15 


Subject tiles of the Officer in Charge of Fl Salvador Affairs 
tor the vear 1960. as maintamned by the Office of Central 
Amerwan and l'anamanian Affairs 


OAP Files Lot 64 D 17 


Subject tiles on Guatemala tor the years 1959-1961, as 
maintained by the Office of Central American and Panama 
rian Afttairs 


OAPI Files Lot 64 D 66 


Costa Rica desk tiles tor the years 1958-1961, retired by the 
Ottice ot Central American and Panamanian Affairs 


OAS Files Lot 60 D 665 


Basx collection of records of mectings of the Oragnization 
of American States, other major inter-American governmen 
tal organizations, and inter-American conferences together 
with related subject files for the years 1939-1962, as main 
tained by the Office of Inter-American Regional Political 
Affairs 
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List of Sources 7 


I'l’S Files Lot 67 D 548 


Subject, country, and chronological tiles, documents, drafts. 
and related correspondence of the lolicy Planning Staff for 
the years 1957-1901 


residential Correspondence Lot 04 D 174 


Exchanges of correspondence between President Eisenhower 
and heads of foreign governments, excluding the United 
Kingdom, France, Germany, and the Soviet Union, for the 
years 1953-1960, as maintained by the Executive Secretariat 


residential Memoranda of Conversation Lot oo D 149 


A complete chronological record of Cleared memoranda of 
conversations with toreiygn visitors for the years 1956-1904, 
as maintained by the Executive Secretariat 


REA Files Lot 61 D 245 


Chronological country and subject tiles relating to general 
economnm matters for the years 1955-1959, including sugar 
and cottee, miscellaneous conterence tiles, and Mutual Secu 
nty Program estimates, retired by the Ottice of Inter. Amen 
can Regronal Economic Aftairs 


REA Files Lot 62 D 302 


Subject, country, and chronological tiles relating to economn 
matters for the years 1960-1961, retired by the Offne of 
Inter-American Regional Economu Affairs 


Rio de Janciro Embassy Files Lot 05 F 4 


C lassitied central tiles of the Embassy in Rio de Janeiro tor 
the years 1956-1958, which torm item 4 of FRC 65 A 1076 


Rio de Janeiro Embassy Files: Lot 08 F 77 


Classified central files of the Embassy in Rio de Janeiro for 
the years 1959-1961, which form item 97 of FRC 68 A 5612 


Rubottom Files Lot 60 D 553 


Working files of Assistant Secretary of State for Inter-Amer- 
ican Affairs Roy R. Rubottom, Jr, for 1958, as maintained 
by the Office of the Assistant Secretary of State for Inter 
American Affairs 
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8 Foreign Relations, 1958-00, Vol. V, Microtiche 


Rubottom Files Lot 61 D 279° 


Working files of Assistant Secretary of State tor Inter-Amer 
xan Affairs Roy Ro Rubottom. Jr, for the year 1959, as 
maintamed by the Ottice of the Assistant Secretary of State 
tor Inter-Amernan Aftairs 





a) 

w 

eS Rubottom-Mann Files Lot 62 1) 418 

- 
z aa Country and subject files of Assistant Secretanes of State tor 
= Inter Amernan Aftairs Roy R Rubottom, |r, tor the year 


FOREIGN RELATIONS OF THE UN! 


1960. and Thomas © Mann, tor the years 19600-1901, as 
maintained by the Office of the Assistant Secretary of State 
tor Inter-Amernan Attairs 


Secretary's Memoranda of Conversation Lot 64 1D | 99 


Chronological collection ot the Secretary of State's memo 
randa of conversation and the Under Secretary of State's 
memoranda of conversation tor the vears 1953-1900, 
maintained by the Executive Secretariat 


as 


Secretary's Statt Meetings Lot 63 1) 75 


Chronological collection of the minutes of the Secretary of 
State's Statt Meetings tor the years 1952-19600, as main 
tained by the Executive Secretariat 
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S/T-NSC Files Lot 62 D1 


Serial and subject master file of National Security Council 
documents and correspondence for the years 1948-1901, as 
maintained by the Policy Planning Staff 


S/PRS Files Lot 77D 11 | 
Record set of Daily Press Briefings for the years 1922-1970, 
as maintained by the Office of Press Relations 

S/S-NSC Files Lot o3 D 351 
Serial tile of National Security Council documents and cor. 


respondence for the years 1947-1961, as maintained by the 
bxecutive Secretariat 


5/S-NSC (Miscellaneous) Files Lot oo D 95 


Administrative and miscellancous National Security Council 
documentation, including NSC Records of Action, as main 
tained by the Executive Secretariat 
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Listot Sources 


S/S-OCB Files. Lot 62 D 430 


Master tile of the Operations Coordinating Board for the 
years 1953-1900, as maintained by the Executive Secretariat 


USOAS Files: Lot 72 D 291 


Master sets of documents of the Council of the Organization 
ot American States for the years 1948-1967 





Dwight D. Eisenhower Library, Abilene, Kansas 
Council on Foreign Economic Policy (CFED) Records 


Records of the Council on Foreign Economic lolicy for the 
years 1955-1901 


Dulles Papers 

Papers of John Foster Dulles tor the years 1952-1959 
Herter Papers 

Papers of Christian A Herter tor the years 1957-1901 


President's Daily Appointments 


‘DECLASSIFIED FOR PUBLICATION 
FOREIGN RELATIONS OF THE UNITED STATES 


Daily appointment books of Dwight D Eisenhower as Presi 
dent, 1953-1901 


Project “Clean Up” Records 


Project “Clean Up” collection. Records of Gordon Gray, 
Robert Cutler, Ho Romer McI’hee, and Andrew | Goodpas- 
ter 





Special Assistant for National Security Affairs Records 


Records of the Special Assistant for National Security Af 
tairs for the years 1952-1961, including records of Robert 
Cutler, Dillon Anderson, and Gordon Gray 


Statt Secretary Records 


Records of the Office of the Staff Secretary (Paul T. Carroll, 
Andrew | Goodpaster, L. Arthur Minnich, and Christopher 
H Russell), for the years 1952-1901 


White House Central Files 


Records of Dwight D_ Eisenhower as President, 1953-1961 
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Whitman File 


Papers of Dwight DL) Eisenhower as resident of the United 
States, 1953-1901, as maimtained by his personal secretary, 
Ann © Whitman The Whitman File includes the tollowing 
elements the Name Series, the Dulles-Herter Series, Eisen 
hower (DDE) Diaries, Ann Whitman (ACW) Dianes, Na 
tional Security Council (NSC) Records, Cabinet Papers, Leg. 
islative Meetings, Internatvonal Meetings, the Admunistration 
Sernes, and the International File 


Publis*ed Sources 


Documeniary Collections and Periodicals 


Orgamzation of Amerncan States Annals of the Orgamzation of Amer 
uan State. vol VIL No 3, 195° 
Council of tee Organization of American States Dercsons 
Taken at the Meeting. January December 1259 vol XL Washing 
ton Pan American Union, 1904 
Inter. Amencan Commission on Human Rights Baw Do 
wments Rev ed Washington Pan Amerian Umon, 190) 
Inter-American Commission on Human Rights Aepert ov 
the Work Accomplished During Its First Secon Ortober 4 te 28 
1900 Washington Pan American Union, 1901 
US Department of State Amernvan Fornen Pola Current Documents 
(48s Washington US Gevernment Printing Office, 1962 
4merwan Forage Policy Current Document, 195° Washington 
US Government Punting Office, 1963 
Amerwan Forge Poly Current Document. 1900 Washington 
US Government Printing Ottice, 1904 
Department of State Bulletin 1958-1900 
Inter Amerwan Effort. To Relwor Tension. on the Western Hem: 
phere 1959-1900 Washington US Government Printing 
(Mine, 1962 
Tenth Inter-Amerwan Conterene Caracas, Verezucla’ March 1- 
28 1984 Report of the Colegatien of the Unted State. of Amenca with 
Related Documents Washington US Government Printing 
Otfie, 1955 
US National Archives and Records Administration Publu Papers 
o the Presadents of the Linn 4 States Dwight D Ewenhower, 1958 
Washington US Government Printing Office, 195° 
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List of Sources 11 


Publu Papers of the Preadent. of the Limited States Durnght Df; 
wnhower, 1959 Washington US Government Printing 
Otfice, 1900 

Publu Papers of the Preadents of the United States’ Dunght D. Fi 
vrhewe «1900-01 Washington US Government Printing 
Otte, 1901 


Memoirs, Dianes, Reminiscences 


Nowe The tollowing publications were consulted at the time 
this volume was prepared in 1980 and 1981) The Department of 
State takes no responsibility for them accuracy nor endorses thei 
interpretation of the events 


Fisenhower, Dwight Do Waging Peace The White Howse Years, 1959 
ive! Garden City, NY Doubleday, 19065 

Nixon, Richard M_ The Memoirs of Ruhard Naon New York Gros 
set & Dunlap, 1978 

Ydigoras Fuentes, Miguel, with Mano Rosenthal My iar With 
Commune Englewood Cliifs, NJ Prentice-Hall, 1963 
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List of Abbreviations 


ACSL, Assistant Chief of Staff for Intellagence 

AD, Accor Demaratca (Democratic Action Party), Venezuela 

ADU, Acorn Demwratea Unitas (United Democratn Action), Nica 
raguan politi a! group 

AEC, Atomu Energy Commission 

AFCIN, Air Force Intelligence 

AFL, American Federation of Labor 

AFL-CIO, American Federation of Labor Congress of Industrial 
Organizations 

AFP (AF&P), American and Formgn Power Company 

ALCOA, Aluminum Company ot Ameria 

ANDE, Adminstracen Naconal de Fletrusdad (Natwnal Administra 
tion of Electricity), Uruguay 

AP, Associated Press 

APRA, Alianza Popular Revoluconana Amernana (American Popular 
Revolutionary Alliance), Peruvian polity al party 

ARA, Bureau of Inter-American Attairs, Department of State 

ARA/REA, Oftice of Inter-Amerian Ecomomu Affairs, Bureau 
of Inter American Affairs, Department of State 

ARMA, Army Attache 

ASW, anti submarine wartare 

AV, Aviation Division, Department of State 

BAR, Browning automatic rifle 

BMEWS, Ballistic Missile Early Warning System 

BNDE, Bane Navona! do Desenvoloomente Foonomue (National Bank 
for Economu Development), Brazii 

C, Counselor of the Department of State 

CA, Central America 

CA, circular airgram 

CAB, Civil Aeronautics Board 

CABEL, Central American Bark tor Economic Integration 

CADE, Compama Argentina de Eletrnodad (Electr Company of Ar 
gentina) 

Cahto, series indicator for telegrams trom Secretary of State 
Herter while away from Washington 

CAIRC, Caribbean Air Command 

CAP, Corporanon Argentina de Troductores de Carnes (Argentine Meat 
Producers Corporation) 
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CARE, Cooperative for American Remittances to Everywhere, 
until july 30, 1958, thereafter Cooperative for American 
Relhet to Everywhere 

CCC, Commodity Credit Corporation, Department of Agriculture 

CFEP, Council on Foreign Economic Policy 

CG, Commanding General, Consulate General 

CGS, Contederandn General de Sendwate (Genes al Conterderation of 
Trade Unions), El Salvador 

CGT, Contederanon General del Trabaw (General Contederation of 
Labor), Argentina 

CGTS, Contederanon General de Trahaadere Saloadoremm (General 
Contederation of Salvadoran Workers) 

CIA, Central Intelligence Agency 

CINC, Commander in Chief 

CINCARIB, Commander in Chiet, Canbbean 

CIO, Congress of Industrial Organizations 

cirtel, corcular telegram 

CIVEL, Corp Mentfwanon Vigilanca 9 lnoestgacen (dentitication, 
Vigilance, and Investigation Corps), leru 

CMA, Office of Caribbean-Mexican Affairs, “ureau of Inter 
Amerian Aftairs, Department ot State 

COAS, Council of the Organization of American States 

COB, Central Obrera Bolimana (Bolivian Labor Central, Bolivian 
Workers Federation) 

COCOM, Coordinating Committee of the aris Consultative 
Group of Nations working to contro! export of strates, 
goods to Communist countries 

Codel Nixon, series indicator for telegrams concerning Vice Pres 
idential delegation travel 

COMIBOL (CMB), Corperacion Minera de Boliora (Bolivian Mining 
Corporation) 

COPEL, Partido Sonal Crsthane Cope (Veneruclan Christian Socialist 
Party) 

CORPO, Corporanon de Fomente de la Produccon (Vroduction Develop- 
ment Corporation), Chile 

CORPOSNA, Corperacon do Obras Sanitarnas de Asuncion (Sanitary 
Corporation of Asuncion), Paraguay 

CP, Cabinet Paper 

CPN, Cosloon Patnetwa Nanonal (National Patriotic Coalition), 
Panama 

Cr, cruzeiro (Brazil) 
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CTAL, Contedrranee & Trahaaden & Aneowa lates (Contedetation 
of Latn Ameri an Workers) 

CTC, Contederanen & Trahwaden &¢ Cube (Contederation of Cuban 
Workers) 

CTP, ¢ ontederanen & Traheadern del Tew (Contederathion of Work 
ers of Teru) 

DA, Department of the Army, Detense Attache 

DCM, Deputy Chief of Mission 

DD, destroyer 

DE, destroyer escort 

Depcirtel, Department of State corcular telegram 

Deptel, Department of State telegram 

DLE, Development Loan Fund 

DLM, Domincan Liberation Movement 

DLP, Denmocratx Labor Party, West Indies 

DOD, Department of Detense 

DPA, Detense Producthon Act 

Dulte, serves wnduxator for telegrams trom Secretary of State 
Dulles while away from Washington 

t, Assmtant Secretary of State tor Foomomn Attaus. Bureau of 
bconormn Attars Department ot State 

ECLA, United Nations Econom Council on Laten Ameria 

ECP, (ite of Regronal Economn olny, Bureau of Inter. Amer 
nan Attars, Department of State 

ECU, Engineering Construction Unit 

ED, Investment and Economx Development Staft, Office of fi 
nancial and Development olny, Bureau of Economn Af 
fairs, Department of State 

EDT, Eastern Daylight Time 

Emb, Fimbassy 

EmbOTt, Embassy officer 

Embtel, Embassy telegram 

EST, Ofte of East Coast Affairs, Bureau of Inter American Af 
fairs, Department of State 

EST/A, Officer wn Charge of Argentine Affairs, Offwe of East 
Coast Aftars, Bureau of Inter-Amernan Affairs, Depart 
ment of State 

EST/B, Oftiwer in Charge of Brazilian Attars, Ottwe of East 
Coast Affairs, Bureau of Inter-Amernan Affairs, Depart 


ment of State 
Exim (Eximbank), Export-Import Bank of Washington 
FAO, Food and Agricultural Organization, United Nations 
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PRL, federal Bureau of Investigation 

FCDA, bederal Cowell Defermme Admunistration 

FCN, brendstup, Commerce and Navigation (Treaty) 

FHA, bederal Housing Admuwetration 

FHLB, Federal Home Loan Bint 

PLP, bederal Labor Party, West ladies 

PM. Asswtant Secretary of the Army (Financial Management) 

FomOt, Foreqgen Ot tn« 

PSB, false Seeeleta de Below (Soctalest Falange Party of Bolwia) 

SO), bore Serwne offer 

FY, bem al Year 

BYE tor your enftermetion 

C,, gouwrde (Parti) 

,, Deputy Sa retary of State 

(,-2, Army general staff extrem dealng with ontelliggeme at the 
divisonal lewel of hagher 

GAP, Castemalan Ao borce 

GATT, Ceneral Agreement on Lartts and Track 

CAR (COCR), Caewermment of Costa Rua 

GNP, grows natronal product 

GOA, Government of Argentina 

GO6B, Covernment of Bolivia, Government of Brasil 

CO, Cowernment of Chile, Covernment of Colomina, Cover 
ment of Costa Rua 

GODR, Government of the Denn an Republu 

GOES, Government of El Salvador 

GOOG, Government of Guatemala 

GOW, Government of Hart. Government of Honduras 

GON, Cowvernment of Necaragua 

GOP, Covernment of Panama Covernment of laraguay Gov 
ernment of Teru 

GOV, Covernment of Veneructa 

GSA, Ceneral Services Admunistration 

H, Assnstant Secretary of State for Congresssonal Relations 

HEW, Department of Health, Education, and Weltare 

HOLC, Home Owners Loan © orporation 

1A, Inter Amernan 

IADB, Inter Ameri an Detense Board 

1ACC, Inter. American Cultural Convention 

1A-ECOSOC, Inter. American bconomn and Social Council 

IAPC, Inter. American Peace ( ommuittee 

IBRD), International Bank tor Reconstruction and Development 
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ICA, International Cooperation Admunistration 

ICA/W, headquarters of the International C cooperation Admunis 
trateon on Washington 

ICAITL, fevtetete Comtroemernane de fnoentgacen 6 Tenalona Industral 
(Central Amerwan Research Inetitute tor Industry and Tech 
rerkogety } 

CE, fevetete Coterrerew & Platedidad (Costa Ruan Institute of 
bhea tracety) 

ICEM, Intergovermmental Committee tor European Migration 

CETL, International Confederation of Free Trade Unsons 

IC}, Internateonal Court of Justae, The Hague 

IDA, International Development Association 

1C, Internatronal Finance Corporation 

HAA, leotetete of Inter-Amern an Attairs 

IME, Internatreonal Monetary Fund 

IND, Partde Independent (Independent Party), Costa Reca 

INR, Bureau of Intelligene and Research Department of State 

INS, lreemegrateon and Naturahzation Serva 

10), Buresu of International Organization Attar. Department of 
State 

IR, detegracce Repehlvana (Republu an Integration) Venezuelan po 
lity al party 

IRCA, lnternatronal Railways of Central Amern 4 

ISA, Assrstant Secretary of Defense tor International Security 
Att aor: 

ITC, Internatronal Tin C owncsl 

JBUSDC, lowst Bran’ United States Defense C ommnwon 

1BUSMC, Jownt Brazil United States Melitary C ommeson 

1 S,. lowrnt © beets of Statt 

IMUSDC, lout Meano- United States Defense C orem non 

L, Legal Adviser, Department of State 

LA, Late Amerna 

LAV, leew Aron! Ve ana (Nenevuclan Aspostal Lines) 
Venezuelan airline 

LORAN, Long Range Navigatronal Ard 

M, Under Secretary of State tor Moltwal Alfa 

MA, Military Attache 

MAAG, Military Assistance Advisory Group 

MAP, Military Assistance Program 

MC, Divesson of Munitions Control De parte nt ot State 

MDAP, Mutual Detense Assistance Program 
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MDN, Sweet Demeratee Nawnalota (Natronalet Demo tatu 
Mowement) Custemalan politn al party 
MDP, Voces Orewa Pereane (Veravian Demerath Mowe 
ment) Teruvian politcal party 
MES Meetones of horeggn Ministers 
MID, Ottne of Middle Amernan Attaurs, Bareau of Inter. Amer 
nan Attars, Department of State 
VMINR, Vent Nacomalnta Reoweomarwe (Nationalist Revolution 
sty Mowement) Bolwian politn al party 
MSA, Mutual Securty Avsmtame Mutual Sxuwrety Act Metual 
Security Ager y 
MSE) minesweeper thet 
MSP, Mutual Security Program 
NAC, Nateonal Adweery Cownd on beternateonal Monetary and 
bonamsal Protberns 
NACOMIA (NACTAAL Natronal Adermory © opnemettee on beter 
Amernn an Att aers 
NATO) North Atlents Treaty Orgarnzatron 
NCG, Natrona C cen of GCowernment, Uruguay 
NCWC, Noetronal ( atholn Welltare C onterenc 
mact, mght atom, commen ateoms onda ator renquiring attenteon 
by the recqment at any hour of the day oF maght 
NIE, Natronal letediqgence Estemat 
NSC) National Secunty Councd 
OAP, Ottne of Central Amerman and Panamaman Affairs 
Bureau of Inter Amercan Attairs, Department of State 
OAPIN, Oftwer om Charge of Ne araguan Affairs, Offwe of Cen 
tral Amernan and Panamaman Aftars Bureau of lntet 
Amern an Att aors Department ot State 
OAS, Oregameation of Amern an States 
OCB, Operation ( cordmating Board 
OCDM, Oftwe of Cowan and Defense Mobulization 
ODECA, Organcane & Fetade Cromer (Orgameation of 
Central Amern an States) 
ORA, Ovgencacnee & Estados Amernane (Orgamzation of Amencan 
States) 
OECD, Orgamvation tor Eoonomnn Cooperation and Develop 
tment 


OFD, Office of International Financial and Development Affairs 
Bureau of Ecomomn Aftairs, Department of State 

OM, Offer in Charge 

ONSP,, Overseas Internal Security Program 
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OPA, Operat oe Tan Ametuas 

OPARIs), Operations Program Approwal Request(s) (admunistra 
tive formes) aeed bw the Internataenal ¢ cooperation Admunes 
trathon te re~@est allx stromis) of he al cerremy resources) 

CRIT. J) Lie a Begone “teramrrnana d , ahwrad~ (levter 
Amern an Regronal Orgamsatoon of Workers 

CIA, CNtne of Sowth Amernan Aftaers Bureau of leter Amer 
om Att ax 1h partment of vt ate 

ra. pur hase suthorizatoon 

PAG) lwhln Afters offer 

PAR, favs ’ " Reowlennard (Res ohuteonary Actoom Tartyw) 
( seatemaia 

PROS, lemme Beord tor Chea Shuppeme (NATO) 


rm A. . “ "a a 4. wfoma «4 rrirrruariist l’ arts f Ay erets 
‘ ‘ 





na) 

rm K y d at adeB s 1. oppeperest Tartw of Poles) 

PUL, pat rate 

rn“ d wa Pardgeas (1 oopemenest Party of Paraguay) 
reaee (C oppemenest Tartw of Terw) 

ry j a all hs ito i? (¢ coppeereeppers? T'arty t Venesuela) 

rm EA etrivhe Vle wk ano SA iMiean an letrovbeur ( "pera 


Petro as l'ety ‘ Hr asshear SA itthrarlhian letroheam t ryMwa 





mt i / oP « aha iti weatematian | sive l’artw) 
( op~mwrest Dartyw of Cosaten « a 


ris ar ’ed ~~? a ° Nia "a iN nenal 1 uber atoon l’artw)  onmta 


PMG, Postmaster Coeneral 

POR, fy 0 Revel (Revolutronary Workers Party) a ; 
lroteh vote facteon of the Bolwuen © onemwnest Tarts 

re, i’ - ‘ al i(Rewolutronary Party) Caetermmatla 

PRAM, Pernde Revoleconane Avr! » Maw (April-May Revolution 


oy arty) &l Salvador 


PRO. ford « Ry eu” wa femme » iTarty of the Ceaetemalen 
Revolutron) 

PRL 1), bartide # « "a? 4 je y iu sina (Rewvolutmonary 
arty of Dee rate LUnetn ateon) Fl Salvador 

PSD, farnds woe! Deewreteo (Secual Democrat Partw) Brasil 

PSD / 1 AW. Tuble Satety TDhwrnnon International ¢ cooper atin 
Admunistratron Washington 
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List of Abbreviations 19 


PSP, Partido Socalta Popular (Popular Socialist Party), Cuban Com- 
munist Party 

PUN, Partido Union Naconal (National Union Party), Costa Rica 

REA, Ofte of Inter-American Regional Economix Affairs, 
Bureau of Inter-American Affairs, Department of State 

RPA, Ottue ot Inter Amerncan Regional Political Affairs, Bureau 
of Inter-American Affairs, Department of State 

RPA/S, Ottue of Inter-Amerian Regional Political Affairs, Se 
curity and Military Assistance, Bureau of Inter-American 
Attairs, Department of State 

S, Ottice of the Secretary of State 

S/AE, Special Assistant to the Secretary of State tor Atom 
Energy Attairs 

SAMF, Sinduate de Accon y Moeoramento de los Ferrocarnleros (Rail 
waymen’s Action and Improvement Union), Guatemala 

SCA, Bureau of Security and Consular Attairs, Department of 
State 

SCIDA, Serowiwe Cooperative Interamerwane de Agrivultura (inter-Ameri 
can Cooperative Agncultural Service), United States agricul 
tural cooperation with Guatemala 

SCIPA, Serowe Cooperate Interamernane de Toaducson de Alimentos 
(Inter-American Cooperative Service for Food Production), 
eru 

SCISP, Serene Cooperatioe Interameriane a Salud Publica (Inter - Ameri 
can Cooperative Public Health Service) 

SEATO, Southeast Asia Treaty Organization 

Secto, series indicator for telegrams to the Department of State 
from the Secretary of State or his delegation at international 
conterences 

SHAPE, Supreme Headquarters, Allied Powers in Europe 

Sitrep, Situation Report 

SOMISA, Soviedad Mista Siderurgra Argentina (Mixed Steel Company 
of Argentina) 

S/P, Poly Planning Staft, Department of State SS, submarine 

Stat., (1S Statutes at Large 

STICA, Serowe Teenwo Interamerwane Agrvola (Inter-American Tech 
nical Service for Agricultural C ooperation) 

SUMOC, Superintendenaa da Moeda ¢ do Credite (Superintendency of 
Money and Credit), Brazil 

TAC, Trade Agreement Committee (Interdepartmental Commit 
tee on Trade Agreements) 

TC, technical cooperation 
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TCA, Technical Cooperation Administration 

Tedul, series indicator for telegrams to Secretary of State Dulles 
while away from Washington 

TIAS, Treaties and other International Acts Senes 

Tomur, series induc ator for telegrams concerning, Under Secretary 
of State for Political Affairs Murphy 

TPC, Trade Policy Committee 

U, Office of the Under Secretary of State 

UAR, United Arab Republi 

UBD, Uruguayan Political Party 

UCR, (/nwn Cra Radwa!l (Radical Civic Union), Argentina 

UCRIL, Union Crna Radual Intransigente (lntransigent Radical Civic 
Union), Argentina 

UCRP, Unon Cina Radwal del Pucblo (Veople’s Radual Civic 
Union), Argentina 

UDN, Unwe Demoratia Naconal (National Democratic Union), 
Brazilian political party 

UFCO, United Fruit Company 

U/MSC, Office of the Deputy Coordinator tor Mutual Securit 
Department of State 

UN, United Nations 

UNEF, United Nations Emergency Force 

UNESCO, United Nations Educational, Scientific and Cultural 
Organization 

UNGA, United Nations General Assembly 

UNICEF, United Nations International Children’s Fund 

UNO, Nicaraguan Opposition Union 

UNTAA, United Nations Technical Assistance Administration 

UP, United Press 

UPD, Democratic Patriote Union, Dominiian exile organization 

URD, Unon Republuana Democratva (Republican Democratic 
Union), Venezuelan political party 

USARCARIB, United States Army, Caribbean 

USAF, United States Air Force 

USC, United States Code 

USDel, United States delegation 

USIA, United States Information Agency 

USIS, United States Information Service 

USMA, United States Military Attache 

USMC, United States Marine Corps 

USOM, United States Operations Mission 

USSR, Union of Soviet Socialist Republics 
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List of Abbreviations 21 


UST, lénited States Treaties and Other International Agreements 
UTE, Admimistracen General de las Usanas Eletrwa y los Teletonos del 
f.tado (Coeneral Administration of State Electra Power and 
Telephone Services), Uruguay 
VARIG, Empresa de Viacao Aerea Riograndense, SA, Brazilian 
commercial airline 
W, Office of the Deputy Under Secretary of State for Economix 
Attaiws until July 30, 1958, thereafter Under Secretary of 
State tor Economia Affairs 
W/MSC, Office of the Special Assistant for Mutual Security Co 
ordination, Department of State 
WETU, World Federation of Trade Unions 
WHO, World Health Organization 
WHO/PAHO, an American Health Organization, World Health 
Organization 
WST, Office of West Coast Affairs, Bureau of Inter-American 
Affairs, Department of State 
VP, Yacoments Petrolitoos Fiswales 


Argentina 


(National Petroleum Company), 


YPEB, Yacrments Petrolvern fiscal Bolhmane (Bolivian National Pe 


troleum Petroleum Corporation) 
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List of Persons 


Editors Note The identification of the persons in this list is 
generally limited to circumstances and positions under reference 
in this volume All titles and positions are American unless there 
is an indication to the contrary Where no dates are given, the 
official held the position throughout the period covered by this 
volume 








Achilles, Theodore C., Ambassador to Peru until January 1900, 
Counselor ot the Department of State from March 1900 

Acly, R. Austin, Counselor of the Embassy in Panama until 
August 1959 

Acosta, Eduardo, Minister and Petroleum Counselor of the Ven- 
ezuelan Embassy in the United States, April 1958-January 
1959 

Adair, Charles W., Jr., Chiet, Trade Agreements and Treaties Di- 
vision, Ottice of International Trade, Department of State 
until June 1958, Director, Office of International Financial 
and Development Affairs, June 1958-October 1959, Deputy 
Assistant Secretary of State for Econom Affairs from No 
vember 1959 

Adams, Sherman, The Assistant to the President until Novem 
ber 1958 

Alejos, Carlos, ‘ uatemalan Ambassador to the United States 
from June 1960 

Alejos, Roberto, Cuatemalan Coordinator of Ministers until 
March 1959, adviser to President Ydigoras 

Alessandri Rodriguez, Jorge, President of Chile trom November 
1958 

Allen, George V., Director of the United States Information 
Ageny 

Allende, Salvador, Chilean Marxist Senator 

Alvarado Puerto, Andres, Honduran Minister of Natural Re- 
sources until 1958, Foreign Minister from 1958 

Anderson, Robert B., Secretary of the Treasury 

Andrade, Victor, Bolivian Ambassador to the United States until 
October 1958, and again from February 15, 1960, Foreign 
Minister, October 1958-November 1959 

Antillon Hernandez, Colonel Carlos S., Guatemalan Ambassa- 
dor to the United States, June 1958-June 1959 
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Aramburu, Major General Pedro Eugenio, l’rovisional President 
ot Argentina until May 1, 1958 

Arcaya Rivero, Ignacio Luis, Venezuelan Foreign Minister from 
February 13, 1959 

Arey, Hawthorne, Director of the Export-Import Bank 

Arias, Ricardo M., l’anamanian Ambassador to the United States 
until December 7, 1900 

Arroyo Torres, Ledo, Me ver of the National Government 
Council of Uruguay .om Mani: 1, | 59 

Atterberry, Phil R., Economic Development Division, Bureau of 
Economic Affiirs, Department of State, Department of State 
Liaison with Export-Import Bank, National Advisory Coun- 
cil, International Monetary Fund, International Bank for Re- 
construction and Development, and the International Fi- 
nance Commission 

Atwood, Rollin S., Regional Director for Latin American Oper- 
ations, International Cooperation Administration 


Baggett, Samuel G , Vice President and General Counsel, United 
Fruit Company, until 1959 

Baguidy, Joseph, Haitian Foreign Minister trom October 25, 
1960 

Baird, Julian B., Under Secretary of the Treasury tor Monetary 
Attairs 

Balaguer, Joaquin, Vice l’resident of the Dominican Republic 
until August 3, 1960, thereatter President 

Barral, Milton, Deputy Assistant Secretary of State for Inter- 
American Affairs after October 3, 1960 

Barfield, john D., Second Secretary of the Embassy in the Do. 
mimcan Republic until August 1960, thereafter Consul 

Barnes, Robert G., Special Assistant to the Under Secretary of 
State for Mutual Security Affairs until March 1958, Special 
Assistant for Mutual Security Coordination, March 1958- 
July 1959 

Barrau Pelaez, Manuel, Bolivian Foreign Minister until October 
1958. Ambassador to the United States, October 1958-July 
1, 1959 

Bartch, Cari E.. Office of South American Affairs, Department 
of State until September 1958, Officer in Charge of Venezu- 
elan Affairs, Office of East Coast Affairs, September 19586- 
August 1959, thereafter Second Secretary of the Embassy in 
eru, also Consul from June 1900 
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Batlle Berres, Luis, reporter or Uruguayan newspaper Aion 
member of the National ¢ ouncil of Government, March 1, 
1958—March 1, 1959 

Beale, Wilson T.M., Jr., Deputy Assistant Secretary of State for 
Economux Affairs until Feb-uary 1960 

Beaulac, Willard L., Ambassad,r to Argentina until! August 1900 

Becker, Loftus E., Legal Advise¥of the Department of State until 
August 1959 

Bell, john O., Regional Director for Near East and South Asia 
Operations, International Cooperation Administration, until 
December 1958, thereafter Special Assistant for Mutual Se- 
curity Coordination to the Under Secretary of State for Eco- 
nomi Affairs 

Belton, William, Counselor of the Embassy in Chile until 
August 1958 

Beltran Espantoso, Pedro C.., director of Peruvian newspaper La 
Prensa until July 20, 1959, thereafter Prime Minister, Minis- 
ter of Finance, and Minister of Commerce of Peru 

Bendfeldt Jauregui, Manuel, ©vatemalan Minister of Finance 
and Public Credit from ‘wen 

Benson, Ezra Taft, Secretary of ABriculture 

Berckemeyer, Fernando, meey Ambassador to the United 


States 

Berding, Andrew W., Assistant Secretary of State for Public Af 
fairs 

Bernau, Phyllis D., lersonal A’*sistant to Secretary of State 


Dulles 

Bernbaum, Maurice M., Direx = of South American Af- 
fairs, Department of State, ugtil September 1958, Director, 
Office of East Coast Affairs [September 1958-April 1959, 
Counselor of the Embassy in Argentina, April 1959-October 
1960, thereafter Ambassador to Ecuador 

Betancourt, Romulo, l’resident of Venezuela from February 13. 
1959 

Black, Eugene RK, resident of the International Bank for Recon- 
struction and Development 

Blanchard, Lewis F.. Officer in Charge of Mexnan Affairs, 
Bureau of Inte: American Affairs, Department of State, 
until Decem! 58, thereafter Counselor for Consular Af- 
fairs of the knnoassy in Nicaragua 

Blowers, George A., Director, Export-Import Bank of Washing- 
ton 
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Boggs, Marion W., Director of the National Security Council 
Secretariat until July 1959, thereafter Deputy Executive Sec- 
retary of the National Se urity Council 

Bonhomeaz. ernest, Haitian Ambassador to the United States 
from December 8, 1958 

Bonsal, Philip W., Ambassador to Bolivia until February 1959, 
Ambassador to Cubs, March 1959-October 1960 

Boonstra, Clarence A., Deputy Director, Office of South Ameri- 
can Affairs, Department of State, June-September 1958, 
Deputy Director, Office of East Coast Affairs, September 
1958-March 1959, thereafter Director 

Borbon Castro, Jorge, Costa Rican Minister of Agriculture and 
Industries, May 8, 1958-March 1, 1960, thereafter Minister 
of Economy and Finance 

Bramble, Harlan P., Counselor for Economic Aftairs of the Em. 
bassy in Venezuela until October 18, 1959. thereafter 
Deputy Director, Otfice of International Resources, Depart 
ment of State 

Brand, Vance, Director, Export-Import Bank, also Director, De 
velopment Loan Fund from September 2, 1959 

Brewster, Robert C., Staff Assistant to the Deputy Under Secre. 
tary of State for Economn Affairs, March-April 1958, Staff 
Assistant to the Under Secretary of State for Economic Af. 
fairs, April 1958-April 1959, Special Assistant to the Under 
Secretary of State for kconomi Affairs, April-June 1959, 
Special Assistant to the Under Secretary of State, June 
1959_ August 1960 

Briggs, William T., Office of South American Affairs, Depart 
ment of State, until September 1958, Officer in Charge of 
Brazilian Affairs, Office of East Coast Affairs, September 
1958-March 1959, Deputy Director, Office of East Coast 
Attaiurs, March 1959-August 1960 

Brucker, Wilber M., Secretary of the Army 

Burke, Admiral Arleigh A., USN, Chief of Nava! Operations 

Burr, Jorge, Counselor of the Chilean Embassy in the United 
States until January 1959, thereafter Minister -C ounselor 

Burrows, Charles R.. Minister-Counselor of the Embassy in 
Venezuela until August 1960, also Consul General, April 
1958-August 1900, Ambassador to Honduras from Novem- 
ber 1960 




















‘DECLASSIFIED FOR MUBLICATICER IN 
FOREIGN RELATIONS OF THE UNITED sT4aTes 





S Dy lewn Cece ALG) 9) LU) US) pense coy 2a 


26 Foreign Relations, 1958-00, Vol. V, Microfiche 


Cabell, Lieutenant General (General from july 11, 1958) 
Charles P., USAF, Deputy Director of Central Intelligence 

Cabot, John M., Ambassador to Colombia until July 15, 1959, 
Ambassador to Brazil from July 22, 1959 

Calhoun, John A., Deputy Director, Executive Secretariat, De- 
partment of State until September 1958, Director, September 
1958-September 19060 

Carrillo Smith, Carlos, Peruvian Minister of Government and 
Polwe, June 10, 1958-May 25, 1960 

Carson, Charles C., Consul at orto Alegre until January 1958, 
Bureau of Inter-American Attairs, Department of State, Jan 
wary June 1958, thereafter Otticer in Charge of Paraguayan 
Attairs 

Carter, Albert E., First Secretary of the Embassy in l’araguay 
until September 1958, thereatter Counselor 

Carter, Major General William A., USA. Governor of the 
Panama Canal Zone trom 1960 

Castillo, Lieutenant Colonel Miguel Angel, meraber of the Sal 
vadoran Junta trom October 26, 1960 

Castillo Figueroa, Dr. Fabio, member of the Salvadoran lurts 
trom October 26, 1960 

Castro, Hector David, Salvadoran Ambassador to the United 
States 

Castro Leon, Colonel Jesus Maria, Venesuclan Minister of De 
fense, January 23, 1958-July 22, 1958 

Castro Ruz, Fidel, Commander in Chief of the Cuban Armed 
Forces, January 2-February 15, 1959, Premier of Cuba from 
February 16, 1959 

Chaplin, Maxwell, Second Secretary of the Embassy in Colom 
bia until December 1959, Officer in Charge of El Salvadoran 
Aftairs, Office of Central American and lanamanan Af 
fairs, Department of State, December 1959-August 1960, 
thereatter Officer un Charge of Honduran Affairs 

Chiari, Dr. Roberto F., President of Panama trom October 1, 
1960 


Clulow, Carlos A., Uruguayan Ambassador to the United States 
from February 16, 1960 

Coerr, Wymberiey D.R., Counselor of the Embassy in Bolivia 
until October 1959, Director, Office of West Coast Affairs, 
Department of State, October 1959-October 1960, therafter 
Deputy Assistant Secretary of State for Inter-American Af 
fairs 
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Conover, Harry, Deputy Director, Office of Inter-American Re- 
gional Economic Affairs, Department of State, until May 
1959, Counselor for Fcomomic Affairs of the Embassy in Ar- 
gentina after September 1959 

Copete Lizarralde, Ignacio, Director of the Bank of Colombia 

Coughran, Thomas B., Assistant Secretary of the Treasury for 
International Affairs until 1958, thereatter Asststant Secre- 
tary of the Treasury 

Cruz Salazar, Colonel jose Luis, l’residential candidate in the 
Guatemalan elections of January 19, 1958, Minister of Com. 
munk ations and Public Works from 1900 

Cumming, Hugh S., Jr, Director of Intelligence and Research, 
Department of State 

Cutler, Robert, Special Assistant to the President tor National 
Security Aftairs until January 1900, thereatter United States 
Executive Director of the Inter-American Development 
Bank 


Davila, Celeo, Honduran Ambassador to the United States trom 
March 10, 1958 

De la Guardia, Ernesto, Ir. President of l'anama until October 
1, 1960 

De Moya, Manuel A., Domunian Ambassador to the United 
States until July 1959 

De Sola, Dr. Rene, Venezuclan Foreign Minister, January 23, 
1958-February 13, 1959 

Dennison, W. Ellery, Financial Economist, Loan Division, 
Export-Import Bank 

Devine, Frank ]., Office of South American Aftairs, Department 
of State, until March 1958, Staff Assistant, Bureau of Inter- 
American Affairs, March 1958-August 1900, thereafter Spe 
cial Assistant to the Assistant Secretary of State tor Inter 
American Aftairs 

Diez, Julio, Venezuelan Minister of Mines and Hydrocarbons, 
November 24, 1956-February 13, 1959 

Dihigo, Ernesto, Cuban Ambassador to the United States, March 
16, 195%-January 18, 1960 

Dillon, C. Douglas, Deputy Under Secretary of State tor Eco- 
nonuc Affairs until June 1958, Under Secretary of State for 
Economic Affairs, July 1958-June 1959, thereafter Under 
Secretary of State 
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Dorr, Robert J., First Secretary of the Embassy in Chile until 
November 1958 

Douglas, James H., Jr. Secretary of the Au Force until Decem 
ber 10, 1959, Deputy Secretary of Detense trom December 
11, 1959 

Downs, Donald P., Counselor of the Embassy in El Salvador 
atter June 1959 

Dreier, john C., Acting Director, Office of Inter-American Re- 
gional Political Affairs, Department of State, until January 
1960, Representative, Council of the Organization of Ameri- 
can States until Nowember 1960, Member, Inter. American 
eae Committee until August 1960, Chairman, August 
195°9.August 19600 

Drew, Gerald A., Ambassador to Haiti until July 16, 1960 

Dulles, Allen W., Director of Central Intelligence 

Dulles, john Foster, Secretary of State until April 22, 195° 

Duvatier, Francois, resident of Haiti 


Eaton, Samuel D., Second Secretary of the Embassy in Colombia 
atter October 4, 195° 

Echandi Jimenez, Mario, l’resident of Costa Rica trom May &. 
1958 

Echegoyen, Martin R., President of Uruguay, March 1, 195° 
March 1, 1960, thereatter Member of the National Council 
of Covernment 

Eisenhower, Dwight D., I’resident of the United States 

tisenhower, Major (Lieutenant Colonel from May 1960) John 
S.D., USA, A sstant Staff Secretary to the President after 
Cxtober 20, 1958 

Eisenhower, Milton S.. Personal Representative of the l'resident 
with rank of Special Ambassador, July 12-August 1, 1958, 
Member, National Advisory Committee tor Inter. American 
Affairs from November 14, 1959 

Eliot, Theodore L., Jr., Staff Assistant to the Under Secretary of 
State for Economic Affairs, March-July 1959. thereafter 
Special Assistant to the Under Secretary of State 

Escalante Duran, Manuel G., Costa Rican Ambassador to the 
United States from July to, 1956 

Escamilla, Colonel Alberto, Director General of the Salvadoran 
National Police until December 1959, Minister of Interior 
from October 26, 1960 
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Espy, James, Counselor of the Embassy in Uruguay until Febru- 
ary 22, 1959 


Falcon Briceno, Marcos, Venesucian Ambassador to the United 
States, August 14, 1956- November 11, 1960 

Falla Caceres, Ricardo, member of the Salvadoran Junta from 
Cxctober 26, 1960 

Farland, joseph F.. Ambassador to the Dominn an Republic until 
May 28. 1960, Ambassador to Panama trom August 29, 
19o0 

Farley, Philip J|., Seecial Assistant to the Secretary of State for 
Atomn Energy Affairs until March 19586, thereatter Special 
Assistant to the Secretary of State for Disarmament and 
Atomm Energy Affairs 

Figueres Ferrer, Jose, President of Costa Rua until May 8, 1958 

Fischer, Carlo L., resident of Uruguay, March 1, 1958-March 1, 
1959 

bitzGerald, Dennis A., Deputy Director tor Operations, Interna 
tonal Cooperation Administration 

Hemming, Arthur S., Secretary of Health, Education and Wel 
tare trom August 1, 1954 

tHlores Avendano, Guillermo, lrovmnonel resident of Caatema 
la until March 2, 1958 

Fortin Magana, Rene, member of the Salvadoran Junta from Ok 
tuber 26, 1960 

Franklin, Albert B., I, Counselor of the Embassy in Honduras 
atter Septernber 1959 

Frondizi, Arturo, President of Argentina from May 1, 1956 


Gallo Porras, Luis, First Vice lresident of leru, Prime Minister 
and Minister of Finance June 10, 19586-July 19, 195° 

Gaither, General Ridgely, USA, Commander in Chief, Caribbe 
an Command, Quarry Heights, Panama Canal Zone, trom 
1958 

Garcia Bauer, Carlos, Guatemalan Foreygn Minister, March-Sep- 
tember 1956 

Gates, Thomas S., Jr., Secretary of the Navy until June 7, 1959, 
Deputy Secretary of Defense, June 6 December 1, 1959, 
thereafter Secretary of Defense 

Gawt, john L., Office of Middle American Affairs, Department 
ot State, lanuary-September 1958, Officer in Charge of El 
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Salvadoran Aftairs, September 1958-June 1959, Officer in 
Charge of Honduran Affairs June 1959-June 1960 

Gerber, Anthony, Economi Dewelopment Divison, Department 
of State until May 29, 19600. thereafter Chief, Development 
lolcy Branch, Economn Development Division 

Gerberich, Albert H., Office of South American Attairs, Depart 
ment of State, until September 1958, thereafter Officer im 
( harge of (Colombian Aft ars 

Gleason, 5. Everett, Deputy Feccutive Secretary of the National 
Secunty Councl until july 165° 

Godtrey, Richard A., Second Secretary and Commercial Attache 
of the Embassy in Costa Reca until April 195°, Offer m 
Charge of Costa Rican Aftaus, Ottne of Central Amernan 
and l'anamaman Affairs, Department of State, April 195° 
july 1960, thereafter Offmoer on Charge of Guatemalan Af 
tars 

Gonzalez Sigui, Colonel jose Ruben, first Sub Secretary of De 
terme, Cuatemalan Minestry of Detense, March 3-April 22 
1958 Miruster of National Defense, April 23. 1958-Decem 
ber ©. 1980 

Coodpaster, Brigadier General Andrew |. Ir, USA, White 
House Staft Secretary 

Correll, juan |., iret Secretary and Consul of the bevbassy mm 
Cuatemala until April 195°. also Labor Attache, April 1958 
April 195° Offwer m Charge of Guatemalan Aftairs, Office 
of Central American and Panamaman Afttairs, Department 
of State, April 1959-July 1960, thereafter Bureau of Inter 
Amern an Aftairs 

Goulart, joao Belchior Marques, Vice l'resdent of Brasil 

Gray, Gordon, Director, Ofte of Defense Motulzation, until 
july 72. 1958. thereatter Special Aswstant to the President 
tor Nateonal Security Aft arrs 

Gray, Robert K., Special Avsistant at the White House enti) May 
16, 1958. thereafter Secretary to the Cabinet 

Guevara Arze, Walter, Boliwian Minister of Government. Sep 
tember 1956 Novernber 195° Minister of Forenen Affairs. 
November 16, 1959-February 1, 1960 

Guevara Serna, Major Ernesto ("Che"), head of Industrial De 
partment, Cuban National Institute of Industral Reform 
from 195°, President of the National Bank of Cuba from 
November 26, 1959 
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Gutierrez: Gomez, jose, Colomian Ambassador to the United 
States untel October 16, 195° 


Haedo, Eduardo Victor, member of the Uruguayan National 
Government Council 
Hagerty, James C., l’ress Secretary to the President 
Hammond, Henry SS. Counselor tor Ecomomn Aftaws of the 
Embassy on the Dominican Republx untel March 1959, First 
Secretary-Labor Attache of the Embassy mm Cuba. March 
1959.4 tober 1960, thereafter Offne of Inter Amernan Re 
geonal lolita al Affairs, Department of State 
Hanes, John W., Ir, Deputy Assistant Secretary of State for 
International Organization Affairs untel January 1959, there 
atter Admurwstrator, Bureau of Security and Consular Af 
fairs 
Harley, Charles R., Chief of the Latin Ameri an Division, Off: e 
of Internatronal Finance, Department of the Treasury 
Harr, Karl G., Deputy Assistant Secretary of Defense for Inter 
national Security Affairs until March 1958. thereafter Spe 
cial Aserstant to the Presedent and Vie Chairman of the 
Operations C oordinateng Board 
Harrington, Julian FF. Ambassador to Panama until july 14 
1960, Special Assistant to the Deputy Under Secretary of 
State tor Admunistration from August 1960 
Harrison, ft austino, member of the Uruguayan National Govern 
ment ( own al 
Hazera, jorge, Minister-Counselor of the Costa Rican Embassy 
um the United States until 1960 
Hemba, Alton W., First Secretary of the Embassy om Fl Salvador 
wnt july 195° Offer om Charge of Brarichan Affairs 
Ofte of bast Coast Aftairs, Department of State, July 
1959.August 1960, thereafter Deputy Director, Office of 
East Coast Affairs 
Henderson, Horace, Ofte of the Deputy Under Secretary of 
State for Admunistration. June 1956-January 1959. thereafter 
Deputy Assistant Secretary of State for International Orga 
mization Aff aors 
Henderson, Loy, Deputy Under Secretary of State for Adminis 
tration 


Hernandez Volio, Alfredo, Costa Rian Mineter of Economy 
and Finance, May 8, 1958-February 29% 1960 
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Herrera, belipe, ( bilean banker Gowernor, International Bank 
tor Reconstruction and Dewelopment and the International 
Monetary Fond 1958 Eeecutrtwe Director, International 
Monetary Fund, representing Argentena, Bolivia, Chile. bx 
uader, Varapuay, and Uregusy trom 1°54 Presdent of the 
Inter Amerkx an Development Sank trom December 195° 

Herrera Baez, Portire, Dorin an berrengn Minister 

Herron, trancts W.. C owneedor aed Conwell of the Favbuscsw m 
Argentena wntil February 199° thereafter Deputy Doerector 
ot the Polxnw Plans and ..ndame Staff, Bureau of Tulblu 
Attars, Department of State 

Herter, Christian A. Under Secretary of State wnt April 22 
1999 thereatter Secretary of State 

iidalge, Carles F. © owneetor of the Monmduran Fevbascw om the 
L nieted States 

Higdon, Charles E.. Deputy Der ter, Offne of Central Amen 
can and Tanamanan Aftars. Nowermber 195°. August 1900 
thereatter Actome Dre tor 

hill, Johan ©. Ie. CO tweet om © haree of Rewer late Attanrs. Otte 
om bast Coast Aftars Department of State, lume faly 1°58 
Sprceal Avsrstant to the Asenstant Secretary of State tor 
inter Amern an Affars fuly 1958 August 160 

hill, Rebert ©. Ambassador te Mexno wntd December 1. 1¢60 

Hilton, Ralph, © ounselor of the Fevbassy om Paraguay entel Ok 
teher 1998 Dieputy Director, UNESCO) Relations Statft of 
the Bureau of Internatronal Orgamzation Aftairs, Depart 
ment of State Chtober 1958-lanuary 199° Director, lanw 
oy fume 199° thereafter Special Avsrstant. Bureau of Secu 
rity and € orewlar Aft ars 

Hoegh, Leo A. Admunstrater, bederal Cowell Detenee Adenenistra 
thom wrt jely 1 1°98 thereafter Director of the OM fice of 
Cowell and Defense Mobulzation 

Hoghland, john S$. IL, Deputy Avwstant Secretary of State for 
C ongresssonal Relations 

Howe, fisher, Director of the Feccutiwe Secretauat, Department 
of State, until Cctober 1954 

Howe, Walter, Ambassador to ( hile from June 1 1¢5e 

Hoyas Osares, Guillermo, ( owneelor of the Merwvien Monietry 
of Foreign Affairs from 1958 

Hoyt, Henry A. Special Avswtant to the Assistant Secretary of 
State for Inter-Amern an Affars ontill August 1956. Coun 
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selor of the Embassy in Uruguay, August 1958-November 
1900, thereafter Counselor of the Embassy in Argentina 


Ibanez del Campo, General Carlos, l’resident of Chile until No 
vember 3, 1958 

Ingersoll, John J., Assistant Otter in Charge of Brazihan Af 
tars and Otticer in Charge of Venezuelan Attairs, Ottice of 
South American Affairs, Department of State, until Septem. 
ber 1958 Assistant Otter in Charge of Brazilian Aftairs, 
(Mtue of East Coast Aftairs, September 1958-August 1959, 
thereatter Otticer in Charge of Venezuclan Attairs 

Irwin, John N., I, Deputy Assistant Secretary of Detense for 
International Security Attairs until September 1958, thereat 
ter Assistant Secretary of Defense tor International Security 
Attairs 


Jacobsson, Per, Swedish Managing Director and Chairman of the 
txecutive Board of the International Monetary Fund 

Jamison, tdward A., Counselor tor Consular Attairs of the Em 
bassy om Costa Rica until February 1959, Counselor tor 
Consular Attars of the Embassy on Cuatemala, February 
March 1959, Counselor and Consul General, March 1959 
lanuary 1960, thereafter Director of the Office of Inter- 
Ameri an Regional Political Att.irs, Department of State 

Johnson, Lyndon B., Democratn Senator from Texas, Senate 
Majyornty Leader 

Johnson, Robert H., member, Special Statf, National Security 
Council, until 1959, Director, Planning Board Secretariat, 
National Security Council, from 1959 

Johnston, John W,, Jr, Director, International Cooperation Ad 
ministration Mission in Coloma until August 1959, 
Deputy Regional Director tor Latin Ameri an Operations, 
International Cooperation Administration after June 1900 


Kalijarvi, Thorsten V., Ambassador to Fl Salvador until Decem 
ber 18, 1960 

Kendall, David W., Counsel to the l’resident from November 5, 
1958 

Kerr, Peyton A., Director, Office of International Financial and 
Development Affairs, March-September 1960, thereafter 
Deputy Assistant Secretary of State for Economic Affairs 

Keyes, Commander Thomas E., USN, Chief of the Naval Mis 
sion in the Dominican Republic, 1958 
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Kimmel, Roy 1, Counselor for kc onomic Attairs in the Embassy 
in Honduras until January 1959, thereafter Counselor and 
Consul of the Embassy in Costa Rica 

King, Bayard, Otte of Middle American Aftairs, Department 
ot State, until September 1958, Officer in Charge of Guate 
malan Affairs, Office of Central American and Panamanian 
Attars, September 1958-April 1959 

Krebs, Max V., Special Assistant to the Under Secretary of State 
until June 1959. thereafter Special Assistant to the Secretary 
ot State 

Krieg, William L., Deputy Director and Officer in Charge of 
Puerto Ruan Affairs, Otte of Inter-American Regional Po. 
litual Affairs, Department of State, until June 1958, Coun 
selor and Consul General of the Embassy in Chile from July 
1958 

Kubitschek de Oliviera, Dr Juscelino, l’resident of Krazy 


Lacarte, Julio A., Uruguayan Ambassador to the United States 
until February 1960 

Lafer, Horacio, Brazilian Forexgn Minister trom August 4, 1959 

Larrazabal, Admiral Wolfgang, l’rovisional President of Venezu 
ela, January 23-November 14, 1958 

Leddy, John M., Special Assistant, Office of the Deputy Under 
Secretary of State for Economn Affairs, until June 1958, 
Special Assistant to the Under Secretary of State for Eco 
nom Affairs, June 1958-June 1959, thereafter Special As 
sistant to the Under Secretary of State 

Leggett, Herbert B., Officer in Charge of Central American and 
Panamanian Affairs, Office of Middle American Affairs, 
Department of State, until September 1958, Deputy Direc 
tor, Ofte of Central Amernxan and Panamanian Affairs, 
September 1958-August 195° 

Lemus, Lieutenant Colone: jose Maria, l’resident of El Salvador 
until October 26, 1960 

Lightner, Edwin Allan, Jr., Deputy Assistant Secretary of State 
tor Public Affairs until June 1959 

Linville, Francis A., Counselor for Economic Affairs of the Em- 
bassy in Peru until June 1960 

Litsey, Weldon, Office of Inter-American Regional Economic 
Affairs, Department of State, until August 1959, thereafter 
First Secretary and Consul General of the Embassy in Ar- 


gentina 
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Little, Edward S. Officer in Charge of Canbbean Affairs, 
Bureau of Inter-American Aftairs, Department of State, 
until September 1958; Deputy Director, Office of Caribbean 
and Mexnxan Affairs, September 1958-September 1959, 
thereatter Counselor of the Embassy in Fouador 

Lleras Camargo, Alberto, President of Colombia from August 7, 
1958 

Lieras Restrepo, Carlos, leader of the Colombian Liberal Party, 
Vice President of Colombia trom November 1900 

Liosa, Rear Admiral Luis Edgardo, Naval Attache of the Peruvi- 
an Embassy in the United States 

Lodge, Henry Cabot, jr., Representative at the United Nations 
until Septeraber 3, 1960 

Lofton, Harry M., Second Secretary—Consul of the Embassy in 
the Domimxan Republi until August 1900, thereafter 
Consul of the Consultate in the Dominican Republic 

Lopez Henriquez, Brigadier General Jose, Venczuclan Minister 
of Detense from July 22, 1958 

Lopez Herrarte, Dr. Marianao, Cuatemalan Minister of Publi 
Health and Socal Welfare trom March 3, 1958 

Lopez Mateos, Adolfo, President of Mexio trom December 1, 
1958 

Luboeansky, Earl H., Officer in Charge of Special Politwcal At 
tars Office of Inter-American Regional Political Attairs, 
Department of State, also member of the Delegation to the 
Council of the Organization of American States 


Macedo Soares, jose Carlos de, Brazilian Minister of Foreign 
Attairs until July 4, 1958 

Magnani, General Enrique, Uruguayan Army, Aide to President 
bisenhower during his visit to Uruguay, March 1960 

Mallory, Lester D.. Ambassador to Guatemala, February 27, 
1958-November 11, 1959, Deputy Assistant Secretary of 
State tor Inter-American Affairs from November 27, 1959 

Mann, Thomas C., Assistant Secretary of State for Economic Af 
fairs until August 28, 1960, thereafter Assistant Secretary of 
State for Inter-American Affairs 

Mars, Louis, Haitian Foreign Minister, November 7, 1958-De-. 
cember 21, 1959 

Martin, Edwin M., Deputy Assistant Secretary of State for Eco- 
nom Affairs, January-August 1960, thereafter Assistant 
Secretary of State for Economic Affairs 
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Martinez Montero, Lieutenant Homero, Uruguayan Foreign 
Minister from March 1, 1959 

McCone, John A., Chairman, Atomix Energy Commission from 
july 15, 1958 

McElroy, Neil H., Secretary of Detense until December 1, 1959 

Mcintosh, Dempster, Manager of the Development Loan Fund, 
January 3-June 30, 1958, Managing Director, July 1, 1958- 
June 30, 1959, Ambassador to Colombia from July 30, 1959 

Mejia Salazar, Jorge, Colombian Minister of Agriculture until 
August 7, 1958 

Menapace, Robert, Executive Vice I'resident, Inter-American De 
velopment Bank, from December 1959 

Mendez Montenegro, Mario, l'residential candidate in the Gua 
temalan election of January 19, 1958 

Merchant, Livingston T., Assistant Secretary of State for Euro 
pean Affairs, November 1958-August 1959, Deputy Under 
Secretary of State for Political Affairs, August-December 
1959, Under Secretary of State tor Political Affairs trom De 
cember 1959 

Miller, Colonel Henry W., USA (ret), Director of the United 
States Operations Mission in El Salvador 

Miller, Rear Admiral William, USN. Assistant Chief of Naval 
Operations, Plans and Policy trom 1959 

Minnich, L. Arthur, Jr., Assistant Staff Secretary to the lresident 
until August 6, 1960 

Montiel Arguello, Alejandro, Nicaraguan Foreygn Minister 

Mora, Jose A., Secretary General of the Organization of Ameri 
can States 

Moreno, Miguel J., Jr., Panamanian borexgn Minister 

Moreno Cordova, Hugo, Bolivian Minister of Finance and Econ 
omy (Finance and Statistics) until 1959 

Morgan, Gerald D., Special Counsel to the President until 1958, 
Deputy Assistant to the resident from 1958 

Morse, True D., Under Secretary of Agriculture 

Morse, Wayne, Democratic Senator from Oregon, Chairman of 
the Subcommittee on American Republics Affairs, Senate 
Foreign Relations Committee 

Muccio, John }.. Ambassador to Guatemala from February 1, 
1960 

Mueller, Frederick H.. Assistant Secretary of Commerce until 
November 1956, Under Secretary of Commerce, November 
1958-August 10, 1959. thereafter Secretary of Commerce 
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Muller Hess, Walter, Chilean Ambassador to the United States 
from February 13, 1959 

Mulliken, Jean H., Officer in Charge of Commodities and Com- 
mercial Policy, Office of Inter-American Regional Economic 
Aftairs, Department of State 

Munoz Marin, Luis, Governor of l'verto Rico 

Murphy, Robert D., Deputy Under Secretary of State for Politi- 
cal Aftairs until August 1959, Under Secretary of State tor 
Political Aftairs, August-December 1959 


Nardone, Benito, member of the Uruguayan National Govern. 
ment Council, President trom March 1, 1960 

Neal, Jack D., Counselor of the Embassy in Peru 

Negrao de Lima, Francisco, Brazilian Fboreygn Minister, July 
1958-August 1959 

Newbegin, Robert, Deputy Assistant Secretary of State for Per- 
sonnel until March 26, 1958 Ambassador to Honduras, 
April 21, 1958-August 3, 1960. Ambassador to Haiti from 
Novermber 4, 1960 

Nixon, Richard M., Vice resident of the United States 


(Connor, Jeremiah J. Deputy Operations Coordinator, De 
partment of State, March-July 1958. thereafter Operations 
( vordinator 

Ortiz Mancia, Alfredo, Salvadoran Foreign Minister until Octo 
ber 26, 1960 

Ortuzar Escobar, Enrique, Chilean Minister of the Internor and 
Secretary to the Executive, November 3, 1956-January 19, 
1959 Acting Foreign Minister during Vergata’s absence, 
1960, Minister of Justice trom September 15, 1960 

Osorio, Lieutenant Colonel Oscar, former resident of El Salva 
dor, September 14, 1950-September 14, 1956 

Owen, Richard B., Second Secretary of the Embassy in Bolivia 
until December 1958, also Consul, February-December 
1958, Cuban Desk, Office of Caribbean and Mexican Af- 
tars, Department of State, December 1958-July 1960, Offi 
cer in Charge of Dominican Republic Affairs from July 1960 


Paariberg, Don, Assistant Secretary of Agriculture until October 
1958, thereafter Special Assistant to the President for Eco- 


nomen Affairs 
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Paes de Almeida, Sebastiao, [resident of the Bank of Brazil 
until Jume 1959, Acting Minister of Finance, June-July 1959, 
thereafter Minister of Finance 

Parada, General Alan, Salvadoran Minister of Defense until Oc 
tober 26, 1960 

Parker, Roberto A., Salvadoran Minister of Public Works until 
October 26, 1960 

Paz Fstenssoro, Victor, Bolivian Ambassador to the United 
Kingdom until 1960, President of Bolivia from August 6, 
1960 

Penaloza, Luis, I’resident of the Central Bank of Bolivia 

Perez Alfonso, Juan Pablo, Venesuclan Minister of Mines and 
Vetroleum trom February 13, 1959 

Perez de la Cova, Carlos, Minister and Petroleum Counselor of 
the Venezuelan Embassy in the United States until May 22, 
1958, Minister of Mines and Hydrocarbons, May 22, 1958- 
February 1959, thereafter Minister and Petroleum Counselor 
of the Venezuelan Embassy om the United States, also 
Charge d Affaires ad intermm trom November 11, 1960 

Perez Jimenez, General Marcos, l’resident of Venevucla until 
January 23, 1958 

Peron, General Juan Domingo, I’resident of Argentina, June 4, 
1946-September 22, 1955 

Perry, Hart, Deputy Manager, Development Loan Fund, Janu 
ary September 19586, thereafter Deputy Managing Doerector 
for Operations, International Cooperation Administration 

Persons, Major General Wilton B., Deputy Assistant to the 
President until October 7, 1958. thereafter Assistant to the 
President 

Phillips, Robert M., Officer in Charge of Chilean Affairs, Office 
of West Coast Affairs, Department of State, from Septem 
ber 1958 

Pitts, Henry L., Jr., Office of West Coast Affairs, Department of 
State, until September 1958, Officer in Charge of Bolivian 
Affairs, September 19586-July 1960 

Plate, Juan, l’araguayan Ambassador to the United States from 
july 29, 19586 

Ploeser, Walter C., Ambassador to l’araguay until September 12, 
1959 

Ponce Enriquez, Camilo, President of Ecuador until September 
1, 1960 
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Poole, Richard A., Second Secretary of the Embassy in Colombia 
until July 1959, Officer in Charge of Peruvian Affairs, 
Ottice of West Coast Affairs, Department of State, from 
August 1959 

Porras Barrenechea, Raul, leruvian boreygn Minister, April 
1958-September 1960 

Post, Albert, Ofte of Inter-Amerman Regional Foonomi /{ 
fairs until May 1959, thereatier, Financial Adviser of that 
Otte 

Potter, Major General William Ff. USA. Governor of the 
Panama Canal Zone 

Powell, Oscar M., Director of the International Cooperation Ad. 
ministration Mission in Guatemala unts! September 1959 

Prado Montano, Julio, Bolivian Minister of Defense until Febru- 
ary 1958, Bolivian Ambassador to Ecuador from Feburary 
27, 1958 

Prado y Ugarteche, Mawel, l’resident of l'eru 

Price, William t.. Officer in Charge of Panamanian Affairs, 
Otte of Central Amernan and Panamaman Affairs, De 
partment of State, September 1958-September 1959 

Pringle, Sandy M., Office of South American Affairs, Depart 
ment of State, until September 1958, Officer on Charge of 
eruvian Aftairs, Office of West Coast Aftairs, September 
1958-August 1959 

Puga, Mariano, Chilean Ambassador to the United States until 
July 1958 


Quadros, janio da Silva, Governor of the State of Sao Paulo. 
Brazil until 1958, member of the Brazilian Chamber of Dep 
uties, 1959-1960, President elect of Brazil from October 3, 
190 


Ramirez Amaya, Guillermo, Colombian Monister of Govern 
ment, August 7, 1956-winter 1960 

Ramirez Pinto, Colonel Arturo, Guatemalan Ambassador to 
Mexico, 1956-1959, Ambassador to the United States, July 
13, 1959-March 11, 1960 

Randall, Clarence B., Special Assistant to the President for for 
eign Economic Policy 

Redington, Robert J., Officer in Charge of U S -OAS Delegation 
Matters, Office of Inter-American Regional Political Affairs, 
Department of State 
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Rengifo, Brigadier General Pioquinto, Colombian Minister of 
Government until August 7, 1958 
Riddleberger, James W., Director, International Cooperation Ad- 
ministration, after May 20, 1959 
Roa y Garcia, Raul, Cuban Representative to the Organization 
of Amerxan States from January 1959, Foreign Minister 
trom June 12, 1959 
Roderick, George H., Assistant Secretary of the Army 
Rodriguez Echazabal, Antonio, ( uban Ambassador to Guatema- 
la, October 1959-April 1900 
Rogers, William P., Attorney General of the United States 
Rosales, Major Ruben Alonso, member of the Salvadoran Junta 
trom October 26, 1960 
Rosenson, Alexander M., Ottwer in Charge of Economic Devel. 
opment, Commodities, and Commercial Policy, Office of 
Inter-American Regional Ecomomn Affairs, Department of 
State, until October 14, 190. thereafter Deputy Director, 
Ottice of Inter-American Regional Econom Affairs 
Ross, Emerson A., Chief of the Investment and Development 
Staft, Bureau of Economu Affairs, Department of State, 
until January 1959, Acting Special Assistant, Office of Inter 
national Financial and Development Affairs, January-April 
1959, thereafter Special Assistant 
Ross, Robert W., Second Secretary of the Embassy in the Do 
minkan Republi until February 1959, Bureau of Inter 
American Affairs, Department of State, February-August 
1959, thereafter Information Specialist of that bureau 
Rowntree, R. Henry, Chict of the Economics Division, Export. 
Import Bank 
Rubottom, Roy R., Jr. Assistant Secretary of State for Inter 
American Affairs until August 27, 1960, Ambassador to Ar 
gentina from October 20, 1960 
Ruiz Cortines, Adolfo, President of Mexsco until November 30. 
1958 


Saccio, Leonard J., General Counselor, International Cooperation 
Administration, until August 1958, Deputy Director, August 
1958-September 1960, Attache at the Embassy in Brazil, 
September-October 1900. thereafter Counselor for Foonomic 
Affairs, also Director of the United States Operations Mr 
sion in Brazil from September 1960 
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Sanders, Terry B., Jr., Deputy Director, Oftice of South Ameri- 
can Affairs, Department of State, until August 1958 

Santaella, Hector, Venezuelan Ambassador to the United States 
until May 22, 1956 

Sanz de Santamaria, Carlos, © olombian Foreign Minister until 
August 7, 1958, Ambassador to the United States from April 
1, 1900 

Sapena Pastor, Raul, l’araguayan Foreign Miniter 

Sauer, Walter C., Executive Vice l’resident, Export-Import Bank 

Saulnier, Dr. Raymond J, Chairman, I’resident’s Council of Eco- 
nomn Advisers 

Sause, Oliver L., Jt. Deputy Derector of the United States Oper. 
ations Mission in Chile until November 19586, Chief of the 
Program Staff, Internatronal Cooperation Admunistration, 
November 1958-September 1900, thereafter Deputy Region 
al Duerector tor African and European Operations 

Seaton, Fred A. Secretary of the Internor 

Secco Ellauri, Oscar, Uruguayan Foreign Minister until March 1, 
1959 

Sepulveda Contreras, Alberto, ( hilean boreygn Minister until 
November 3, 1956 

Sevilla-Sacasa, Guillermo, Nu araguan Ambassador to the 
United States 

Shepherd, General Lemuel C., Jr, USMC, tormer Commandant 
of the Marine Corps, Chairman of the Inter-American De 
tense Board until September 15, 1959 

Shillock, john C., Ir. First Secretary-Consul of the Embassy in 
Panama, February-July 1959. thereafter Counselor and 
Consul 

Silberstein, Joseph A., Officer on Charge of West Coast Affairs 
Offne of South Amernxan Affairs, Department of Stote, 
unti! September 1956, Deputy Director, Office of West 
Coast Affairs, September 1958-June 1960 

Siles Zuarro, Hernan, lresident of Bolivia until August 8, 1960 

Sinn, Melvin E., Second Secretary and Consul of the Embassy in 
Uruguay until September 1960, thereafter Office of Inter 
American Regional Economn Affairs 

Siracusa, Ernest V., Officer in Charge of Brazilian Affairs. 
Office of South American Affairs, Department of State, 
until September 1958, Director, Office of West Coast Af- 
fairs. September 7 1956-September 195° 
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Smith, Dan Throop, Deputy to the Secretary of the Treasury (in 
charge of Tax Policy) unt: 1956 

Smith, Gerard C., Assistant Sv retary of State for Policy Mlan.- 
ning 

Smith, James H., Jr, Director, liternational Cooperation Admin. 





: istration until March 9, 19° 

< Smith, Marshall M., Deputy Assistant Secretary of Commerce 
7 > for International Affairs until March 195° 
=o Snow, William P., Deputy Assistant Secretary of State tor Inter 
. F Amer an Aftars until November 1959 
~ 5 Snowdon, Heary T., Chief of the Aviation Division, Department 
S of State 
r : Solis, Galileo, lanamanian Foreign Minster from October 1. 
es io 

Somoza Debayle, General Anastasio, Director of the Nuara 

5 ; guan National Guard and ( huet of the Au Force 
. . Somoza Debayle Luis A. President of Nu aragua 
> ; Southard, Frank A. Ir, US FExccutwe Doerector, International 
- Monetary Fund 
; 5 Sparks, Edward |. Ambassador to Guatemala until February 15 
ow 1958, Ambassador to Venesucls trom March 19. 1¢58 
8 ; Spencer, George O., First Secretary of the Eavbasew om Brazil, | 


January 1958, Offme of Inter Amernxan Regional lolitu al 
Attars, Department of State January September 1953, | 
thereatter Officer on Charge of Inter Amerwan Security and 
Military Assistame Affairs 

Sprague, Mansfield D., Assistant Secretary of Defense for Inter 
national Security Affairs until September 1956 

Staats. Elmer B., Executive Offer of the Operations C oordimat 
img Board until 1958. Deputy Director of the Bureau of the | 
Budget from March 16, 195° 

Stambaugh, Lynn U., first Vice resident and Vice Chairman of 
the Export-Import Banb 

Stans, Maurice H., Director of the Bureau of the Budget from 
March 16, 1958 

Stewart, C. Allan, Deputy Director, Office of Middle American 
Attars, Department of State, until September 1956, Direc 
tor, Office of Central American Affairs, September 1958- 
August 1960, thereafter © counselor of the Embassy in Ven 
eruela 


Stimpson, Harry F., Ir, Special Assistant to the Under Secretary 
of State until july 195°, Special Assistant, Office of the Sec. 














‘DECLASSIFIED FOR PUBLICATION IN . 
PORE IGN RELATIONS OF THE UNITED STATES 





S D97wen COPS ee ALG 91 1801 Om) eres tee cere 


Listof Persons 43 


retary ct State, July-September 1959, Ambassador to I’ara- 
guay from October 23, 1959 

Stoessel, Walter J}. Deputy Director, Executive Secretariat, De 
partment of State, July-September 1900, thereatter Director 

Storm, Gustavo, resident of the Central Bank of laraguay 

Strauss, Admiral Lewis L.. Chairman, Atom Energy Comms 
son, and Special Assistant to the President on Atomix 
Energy Matters until November 12, 1958, Secretary of Com 
merce, Novermber 12, 1958. August 10, 195° 

Stroessner, General Alfredo, lresdent of l'araguay 

Strom, Carl W., Ambassador to Boliwia from May 4, 195° 

Sullivan, Charles A. Deputy Special Avsrstant to the Secretary 
ot State for Disarmament and Atomax Energy, February 
1959--October 1960, thereatter Special Assistant to the Secre 
tary of State 


Taylor, Henry L., Offer in Charge of Costa Rican- Nu araguan 
Attars, Bureau of Inter Amernan Aftars, Department of 
State, until April 1959, Oftwer on Charge of Nicaraguan Af 
tars. April 195°--Odctober 1900 

Tello Baurraud, Manvel, Mexnan Foreggn Minister trom De 
comber 1, 1958 

Thorndike, Augusto, l’eruvian Minister of Justice until January 
8 1958, Minester of Finance and Commerce, January §-June 
9 1958 

Tirado Lamb, Rear Admiral Guillermo, leruvian Minister of 
the Navy from June 10, 1958 

lobar /aldumbide, Carlos, bcuadoran Foregn Minwrer until 
September 1, 1960 

Trujillo y Molina, General Hector B., resident of the Domim 
can Republa until August 3, 1960 

Trujillo y Molina, Generalissimo Rafael L.. Commander m 
Cluef of the Domunican Armed Forces 

Turbay Ayala, Julio Cesar, Colombian Minister of Mines and 
Petroleum until August 7, 1956, thereafter Minister of For 
exgn Aftaers 

Turkel, Harry RR. Director, Office of Inter-Amerian Regional 
Econom Affairs, Department of State, until December 0 
1959 thereafter, Representative with personal rane of Am 
bassador to the Inter-American Economic and Social Coun 
cl of the Organization of Ameri an States 
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Turnage, William V.. Deputy Director, Office of International 
Finame and Development, Department of State, until Octo 
ber 1959 Acting Director, October 195°-February 1900 
Special Assistant to the Assistant Secretary of State tor Boo 
nome Aftars after Novernber 195° 


Unda Murillo, Jesus V.. Gastemalon Foreggn Moimster trom Sep 
tember 1', 1958 

Upton, 1. Graydon, Avustant Searetary of the Treasury from 
1@S8 

Urrutia de Leon, Colonel Luis, ( ommander of the Guatemalan 
Aw Force until April . 95° 


Valle, Henrique Rodrigues, \tinister Counselor of the Brasihan 
Embassy on the United States wnt! September 195° 


Valion, Edwin E., ( counselor of the Embassy in El Salvador until 
Chteber 195° Deputy Director, Offme of Canbbean and 
Mexnan Attars, Department of State, October 1959 Sep 
tember 1960 Acting Director, September-dhteber 1960 
thereatter Director 

Vargas Gene, Joaquin, Costa Rican Monster of Government 
lolce, justice, and Pardons from May 8, 1958 

Vergara, Roberto, Chilean Minter of Finance, Foomomy, and 
Mines, November 3. 1954-September 15, 1900 

Vergara Donoso, German, ( hilean Foreyen Monieter trom No 
vember 3, 1958 

Vial Infante, Carios, Chilean Monster of Defense trom Nowem 
ber 3, 1958 

Villeda Morales, Dr. jose Ramon, l’resident of Honduras 


Wallich, Henry Ges Avesstant to the Secretary of the I reasury 
1958.1959 member, Presadent's Council of bconmemn Ad 
visers, 1959. 1960 

Wardlaw, Andrew 6. Officer on Charge of North Coast Affairs 
Ottne of South Amernan Affairs, Department of State 
until July 1956, Chief of the T’iwision of Research and Anal 
ysis for American Republics, bureau of Intelligene and Re 
search, July 1954 February 1¢9° 

Warner, Norman E., Officer on Charge of Haitian Affairs, Office 
of Caribbean and Mexnan Affairs, Department of State 
September 1956-December | 

Washburn, Abbott M_ Deputy Inited States Informa 
tron Agen y 
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Watrous, Livingston D. Oliner om Charge of Rewer Mlate Af 
tars, Offxe of Sowth Amernan Aftars. Department of 
State, untel August 1°56 

Waugh, Samuel ©. Presedent and © harman of the Board of Dh 
rectors, baport tepert Kant 

Were, Robert W. Ie. International bes ateonal bec hanger Serv 
xe, Bureau of Pubbln Altus Department of State enti 
lune 190. thereatter CMiner om © harge of Bolwian Aft ars 
(tne of Last Coast Aftars 

Wells, Milton K. © owreedor of the bevbuscsw m (C obembus trom 
lanwary 1958 

Wheaton, Anne W., Avo iate ress Secretary to the Trewdent 

Whelan, Thomas §.. Arwbwscodor te Ne or emwe 

Whoete, Paul Lincoln, © beet of the News Diweon, Department of 
State 

White, General Thomas 1D USAFE, Chee? of Staff of the Aw 
bore 

Whitehouse, Charles S.. Special Avorstant. Office of the Deputy 
Linder Secretary @f State tor bcocomerme Alffans wrtel bom 
1958 Specual Assretant to the Under Secretary of State tor 
Fc onorme Atfaers hame 1994-Marnh 1¢5¢ 

Whiteman, Marjorie MM Attorney Adweert loter Amer an 
Area, Ottne of the Awsnstant Legal Adwieet tor Inter Amen 
can Attars, Department of State wntel October 1958, there 
atter Avsestant Legal Adviser tor beter. Amern an Att ars 

Wieland, William A. Director Ofmwe of Meddle Amerman Af 
taers Department of State, wntel September 1958 1 erex tor 
Uttne of Canbbhean and Meenan Aftars, September 1°54 
Li tother 19a0 

Willawer, Whiting, Ambenodor to Honduras wnt Manh 24 
1958 Ambassador to Coots Ru a from May 5. 1¢5# 

Willis, George 1H. Director, Office of International Finame, De 
partment of the Treasury, alee Secretary of the Natronal 
Advewory Counc on leternatronal Monetary and bran ial 
Problems 

Wilson, Jackson W. Office of South Amercan Affairs, Depart 
ment of State, until September 19596, Officer mn Charge of 
Nu araguan Affarse. Offne of Central Amerman and lana 
maman Aftars. Septermber 1958 August 1960 thereafter 

(Niner mm Charge of Brarthan Affairs, Offne of bat Coast 
Alt aors 
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Wilson, Semon NS CONtne of beter Ammernan Regeonal liltual 
Afttars, Department of State, wrtel October 1956. thereatter 
(Niner m Charge of Inter Ameernan Unrgaruzation ered 
(onteremes, C4tne 4 Inter Ar 
Att ae 


V ood ward. Robe st ' — Aeebass ack ’ Costa Ree wretel Mierch 


rxan Regronal Poltwal 


1S 1958 Agmmbassador to Lragusy trom April 71 1¢Ss 


Yanes Unas, Cotonel Cesar, memier of the Salvadoran lente 
trom (iteter Je 1@a 

Vodigoras | wentes, C-emeral Miagwel, | re Sere of Craatemals trom 
Manh 2 1¢S8 

Young, john P.. © beet. Internatronal Prname Diweron, Ottne of 
International Fenamual and [Dhewelopment Afts 1 hepart 


rreeret ot “wt ate 


Yreat luan t | res? (wreral | muavyean boreen (Win « 
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Summary of Print Volume 


Note The parenthetical citations are to the numbered docu- 
ments in the text of the print volume 


The print volume presents documentation on US relations 
with the nations of Latin Amerna and the Caribbean during the 
la.t 3 years of the Eisenhower administration The volume first 
focuses upon general US poluny toward Latin Amerna during 
the pernod and US policy regarding hemisphern detense and 
military assistame to the American republics Also included are 
principal records regarding the visits by Vice President Richard 
M Nixon to South America in April and May 1958, Dr Milton 
bisenhower to Central America later that August, and President 
bisenhower to South America in February and March 1960 The 
volume covers the fitth Meeting of Consultation of the Minis 
ters of Foreign Attairs of the Amernan Republics held in San 
tiago, Chile in August 1959 as well as US policy in the Carnbbe 
an trom 1958-1900 Finally the volume presents documents on 
the main line of the bilateral relations of the United States and 
Argentina, Brazil, and Mexio Documentation on US relations 
with Cuba and US policy toward the Castro regime is presented 
in Volume VI, Cuba 

By the spring of 1958, the Eisenhower administration had 
become greatly concerned with the rising tide of social unrest in 
Latin America due to the political instability and intensified eco 
nomi difficulties experienced by the region It also noted with 
alarm the activities of undigenous communist groups in the area 
and the attention being given Latin America by the Soviet blo 

On May 21, the National Security Council considered a 
Report on Latin America” prepared by its Operations Coordi 
nating Board (OCB) which outlined these challenges to US pol 
wymakers (2) One week later, it adopted an “Operations Plan 
tor Latin America” in which were enumerated a set of principles 
to which US policymakers should adhere in conducting policies 
toward the region These included the principles of non-inter 
vention, provision of individual and collective aid (both econom 
«x and security related), and the elimination of Soviet and com 

munist influence in the area (3) 
On February 16, 1959, the National Security Council adopt 
ed a new “Statement of US Policy Toward Latin America” 


47 
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which incorporated the principles sect down in May 1958 The 
new policy had as its goals the elimination of communism in the 
Western Hemisphere, improvement of the economic lot of the 
Latin Amerxan peoples, and the cooling of ultranationalist senti- 
ment in the region which threatened US interests (11) This 
poly remained valid tor more than 4 year 

In January and February 1960, the administration moved to 
reevaluate its Latin American policy im the wake of the Cuban 
revolution and the intensification of Soviet and communist prop- 
aganda and political activities on the regron Accordingly, the Na- 
tional Security Council discussed the need to discourage Latin 
Amernwan governments trom pursuing relations with the Soviet 
bloc (13) and to provide them with increased economx support 
(\4) 

The nature of US military poly toward Latin America was 
actively discussed during the period 1958-1960 In July 1958, of - 
fuials within the Department of State's Bureau of Inter-Amen 
can Attairs recognized the need to reevaluate and rationalize this 
relationship (17) 

On July 18, 1958, the Congress passed Publu Law 85-532 
providing tor the lease of US naval vessels to certain Latin 
Amerian nations on the basis of a series of 5-year renewable 
loans The receiving nations were to pay the cost of modernizing 
and activating the ships The measure, policymakers beleved, 
would promote Latin American partiipation in hemispheric de- 
fense and on trainung exercises with US naval forces (20) By 
April 1959, it had become apparent that the financially troubled 
Latin American nations could not afford the cost of operating the 
vessels On April 19, Acting Secretary of State for Inter-Ameri 
can Affairs Willham [ Snow wrote to Senate Armed Services 
Committee chairman Richard B Russell requesting that the loan 
of the ships be continued on a “non-reimburseable” basis (23) 
Russell reproached the Department for not having foreseen the 
inability of the receiving nations to maintain the vessels but 
agreed to the request (24) 

In January 1960, the Department of State turned its atten- 
tion to the formulation of a “new concept” of US -Latin Ameri 
can military relations according to which the United States was 
to assume the primary burden for hemispheric and continental 
detense The armed forces of the Latin American nations were to 
be used almost exclusively to maintain their own internal securi- 
ty and intra- hemispheric peace (30) 
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The Department ot Defense rejected the “new concept” stat- 
ing bluntly that “at this time there ts no justification from a 
military point of view for a major reonentation of US military 
poly toward Latin America or for a change in the US strategic 
concept of the Western Hemisphere” (31) Ultimately, the two 
departments agreed to explore the matter further together (32) 

The volume turns next to the tip of Vice President Richard 
Nixon to South America in April and May 1958 Secretary of 
State John Foster Dulles raised the possibility of such a trip with 
the Vice President im a letter dated March © of that year (42) 
suggesting an itinerary which was later expanded considerably 

The trp itself was marked by violent demonstrations in 
lima, Peru and Caracas, Venezuela against Nixon's presence and 
US policies in the region (46) The violence was attributed by 
US officials who accompanied the Vice President to be orches- 
trated by communist agents The demonstrations prevented 
Nixon trom carrying out many of his scheduled activities in 
Venezuela 

An analysis of the Vice President's trip made by the Bureau 
of Inter-American Affairs on May 15, the day of his return to 
Washington, concluded that the visit had essentially been a suc- 
cess from the United States’ standpoint, even in Peru and Ven- 
evuela It argued that the confrontations had been directed pri 
marily by communist-led organizations and that the revulsion 
that the violence caused among the peoples of the countries vis 
ited by the official party would benefit the United States in 
Latin America (54) 

On May 22, the Vice President himself reported on his trip 
to the National Security Council indicating that the dangers of 
communism in Latin America were greater than at any time 
before He was concerned that few of the democratically -clected 
political figures with whom he had met properly uoderstood the 
insidious nature of the threat in their countries The people 
themselves, he believed, were more wary of the return of tradi- 
tional right-wing dictatorships than of the threat of communist. 
led revolution (56) 

In view of the difficulties experienced by the Vice Presi- 
dent's official party in May, precautions were taken to ensure 
the safety of the President's brother, Dr Milton Eisenhower, 
during his subsequent goodwill trip to Central America that year 
His trip was delayed from June to July 1958 while detailed re- 
ports from the Central Intelligence Agency and the appropriate 
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embassies were prepared to assess the likelihood of anti-US 
demonstrations during the visit (61, 04) The President, the Sex - 
retary of State, and the Director of Central Intelligence were all 
involved in the decision-making process leading to the successful 
and peaceful trip of July 12-August 1 (66) 

In December 1959, Secretary of State Christian Herter and 
the National Advisory Committee on Inter-American Affairs 
urged President E:senhower to visit South Ameria to underscore 
US interest in the region (68) On January 6, 1900, the White 
House announced that the President would visit Brazil, Argenti- 
na, Chile, and Uruguay between February 23 and March 3. The 
tip was successful President Eisenhower was greeted warmly 
and received tavorable treatment in the local media (77) 

The volume turns next to the events surrounding the Fifth 
Meeting of Consultation of Ministers of Foreign Affairs of the 
American Republics held in August 1959 Tensions in the Carib. 
bean between the new revolutionary government of Cuba and its 
neighbors had risen in the spring of 1959 and climaxed with the 
armed incursions into lanama and the Dominican Republi by 
politcal dissidents operating from Cuba Tensions between 
Ratael Trujillo's Dominican Republi and Cuba as well as newly 
democtratx Venerucla were neat the boiling point The US Gov 
ernment, although reluctant to back the autocratx Trupllo 
against his neighbors, was nevertheless determined to uphold the 
principles of non-intervention and non aggression in the hem. 
sphere It suggested that tensions in the region be reduced 
through a meeting of the Western Hemisphere's Foreign Minis 
ters (81) The Council of the Organization of American States 
approved the proposal on July 13 (82) 

The meeting opened in Santiago, Chile, on August 12 Secre 
tary Herter addressed its second plenary session the following 
day and called for a new declaration of principles of the inter 
Ameri an system, formation of a special temporary committce to 
study the Canbbean situation, and authorization for a permanent 
committee, such as the Peace Committee, to make a study of the 
problems underlying the tensions in the Caribbean (94) Herter 
cabled the President on August 17 that the meeting had been a 
success and that the US proposals had been “reduced to con- 
crete, satisfactory resolutions” (98) The conference ended the 
next day 

The political situation in the Caribbean remained volatile, 
however, and continued to concern US policymakers The Ei- 
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senhower administration feared that the numerous revolutionary 
movements in the region, inspired and supported by the Castro 
regime, were communist influenced and anti-American im charac - 
ter (112) The US Government decided to pursuc 4 policy of op- 
posing foregn based revolutionary movements (118) 

Of partwular concern to the United States was the security 
of sts mulitary tacslitves in the Caribbean and the continuation of 
its military assistance programs in the region A Special National 
Intelligence Estimate of March 10, 1959 comluded that the 
United States would be able to retain access to its military facili 
ties but would probably be met with local demands to alter the 
terms of agreements governing them (111) In April 1959, the 
US Government distributed an Aide-Memoure to its European 
alhes whah stated that because of unsettled onditions im the 
region the United States had adopted a pratiwe of examining 
catetully on 4 case-by-case basis requet« for mulitary assistance 
to the Caribbean (117) 

As British power declined in the = wibbear > pol ymak.- 
ers agreed on the need tor the United States to play a larger role 
in detending its interests in the region tradiionally protected by 
the United Kingdom The emerging nations of the area, such as 
those within the nascent West Indies hederation, it was recog 
med, would present new foreign policy challenges to the United 
States On March 21, 1960, the National Security Council adopt 
ed a “Statement of US Policy Toward the West Indies” to help 
detine and address these challenges (129) On June 22, the OCB 
presented the Council an “Operations Plan tor the West Indies” 
to guide US policy in the region (140) 

US relations with Argentina between 19586 and 1960 re- 
mained fnendly The Enenhower administration welcomed the 
election on February 1956 of Dr Arturo Frondizi as Argentina's 
lressdent after a period of military rule (140) 

Argentina's economy was 4 shambles in carly 1956, and US 
pol ymakers recogmzed the role that wisely administered eco- 
nom ad could play in securing the Frondizi government's 
tnendsiup Argentina might otherwise be tempted to seek assist. 
ame from the Sowret bloc (154, 155) 

Frondizi made an official visit to Washington in January 
1959 during which President E:msenhower congratulated him on 
his efforts to restore his country’s democracy and rejuvenate its 
economy ('67) Frondizi used the occasion to request more eco- 
nomic aid and to ask for credits with which to purchase US 
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military equipment (168) The question of mulitary credits to Ar- 
gentina occupied policymakers for much of the first half of 1959 
$10 million in credits was finally approved (177) 

President Eisenhower visited Argentina during hus four- 
nation tour of South America in early 1900 (204) He met with 
President Frondizi in Buenos Aires and the resorts of Mar del 
Plata and San Carlos Bariloche They discussed U S-Argentine 
economic and political relations as well as larger global issues 

By August 1900, the Frondizi government had survived two 
attempted military uprisings and was beset by political pressures 
from both the left amd the night Argentina's economy was still 
ailing On August 9, Frondizi wrote personally to President Ei- 
senhower to request more financial aid (218) The President re- 
pled that he would welcome the opportunity tor US. officials to 
Giscuss the matter further with their Argentine conterparts (221) 

US -Brazilian relations in the last 3 years of the Eisenhower 
era were driven largely by Brazil's requests to the United States 
for help to remedy its terrible domestic economic situation and 
external debt The ability of the United States to satisfy these re- 
quests orly partially, conditioned upon stringent Brazilian aus- 
terity measures, strained relations between the two nations Fur- 
ther tensions resulted from the Braztlian perceptions that US 
policymakers had become obsessed with Cuba at the expense of 
its relations with other Latin American nations and that they did 
not accord Brazil its proper respect on the global stage 

On June 20, 1958, Brazilian President Juscelino Kubitschek 
proposed “Operation I'an America,” an ambitious plan to reaf- 
firm hemispheric solidarity and remedy the chronic underdeve- 
lopment which plagued Latin America (247) US. policymakers, 
including Secretary of State Dulles, viewed the plan as laudible 
in its intention yet unrealistic and potentially divisive in its reli 
ance on American funding (254, 261) 

Despite tensions between the nations, President E:senhow- 
ers visit to Brazil in February 1960 was very successful Eisen. 
hower's personal popul »rity with the Brazilian people was cred- 
ited with having contributed to a more positive tone in U S -Bra- 
zilian relations, although nothing concrete resulted from his visit 
(282-286) 

As 1960 ended, the Kubitschek government was replaced 
with that of Janio da Silva Quadros (29) US policymakers 
were concerned that the Quadros government, though not likely 
to upset dramatically the course of US -Brazilian relations, 
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would pursue a more willful and neutralisti toreign policy than 
his predecessor (300) 

The Essenhower administration assigned a high priority to 
cultivating good relations with Mexico Exsenhower himself cor- 
responded regularly with Presidents Adolfo Ruw Cortines and 
Adolfo Lopez Mateos He met three times with Lopez Mateos 
during 1959 and 1960 Numerous contacts at the ministerial level 
were maintained 

US policymakers wekomed the imauguration of Lopez 
Mateos on December 1, 1958, believing him to be more realistic 
in his views on Mexico's domestx economy and economic rela- 
tions with the United States than Ruiz Cortines Senate majority 
leader Lyndon B johnson, who had met with Lopez Mateos in 
November, however, found him to be “reserved and somewhat 
prejudiced” against the United States, particularly American 
business interests (320) US -Mexian relations continued to be 
characterized by an air of outward friendliness coupled with a 
traditional suspicion, on Mexico's part, of US intentions and 
power (334) 

Econom questions, particularly on trade, dominated the 
US -Mexian agenda during the late 1950s US tantts on Mexi- 
can lead and zinc troubled the Mexican Government and Eisen. 
hower administration alike Discussions of the coffee and cotton 
trade, of the promotion of tourism, and about territorial waters 
and fishing nghts were pursued in this period 

Politically, the Eisenhower administration tned to impress 
upon the Mexican Government the dangers posed to the hem- 
sphere by the Cuban revolution and Fidel Castro The Lopez 
Mateos government, however, was sympathetu to the aspirations 
of the Cubans in overthrowing the Batista dictatorship (345) 
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United States Regional Economic and 
Technical Assistance Policy 


Note The parenthetical citations are to the numbered docu 
ments in the text 


The concern of US policymakers with political and eco- 
nom developments in Latin America in 1958-1900 led to some 
shifts in US economic policies toward the region, toreshadowing 
the Kennedy admunistration’s Alliance for Progress, although less 
extensive and dramatic 





Rerzammaton & US Tolan 


Early in 1958, the Department of State undertook a reexam 
ination of US policies in the light of economi trends in the 
area Secretary of State John Foster Dulles initiated the study He 
was comerned by declining Latin American exports to the 
United States, falling prices of some important commodities pro 
duced in Latin America, and efforts by the Soviet Union to 
expand its trade and influence in the area Dulles stated in a Jan- 
wary 19 memorandum to Under Secretary of State Christian A 
Herter and other officials that he thought US cconomic policies 
in relation to Latin America were “too negative,” that US policy 
concerning trade between Latin America and the Soviet bloc was | 
too restrictive, and that there should be 4 reexamination of the 
US policy of opposing quota arrangements on commodities He 
continued “I doubt that we are in a good position to withstand 
in that part of the world a Soviet economic offensive at a time 
when the demand for raw materials »» down and prices are very 
low “ (ETA-~1) 

In response to Dulles’ request, an interbureau task force ex- 
amined a range of problems and possible policy changes (ETA- 
4) Assistant Secretary for Economix Affairs Thomas C Mann 
and Assistant Secretary for Inter-American Affairs Roy R Ru- 
bottom summarized the task force's conclusions in an April 10 
memorandum to Dulles They called for poli y adjustments but 
no major initiatives Noting that trade was the cornerstone of 
US economic relations with Latin America, they urged efforts to 
prevent restrictions on US imports from the region and recom. 
mended US participation in multilateral study groups on coffee 
and on lead and zinc, leaving open the question of possible price 
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stabilization agreements for these commodities They did not 
; think Soviet bloc efforts to expand trade with Latin America 
posed a major threat, but they recommended continued US 
warnings against the risks of ecomomi dependence and political 
penetration They recommended efforts to respond to Latin 
Amerxan needs tor financial assistance through exiting motitu 
tions, but they also observed that there was strong Laten Ameri. 
can sentiment for the creation of an inter-Ameri an development 
bank and recommended US participation in a multilateral study 
of this possibility (ETA-o) 


Creation of the Inter Amervan Dvoelopment Bani 





After a vesit to Brazil in early August 1958, Secretary Dulles 
became convinced that it was necessary for politwal reasons to 
take 4 regional approach to the problem of providing financial 
support for Latin American development On August 12, Under 
Secretary of State tor Economic Affairs Douglas Dillon an. 
nounced that the United States was prepared to consider the es. 
tablishment of an mter-Amernxan development institution 
(ETA.8) After several months of discussions, a US proposal was 
put forward tor an inter-American bank To ensure that the bank 
would be financially sound but at the same tome tulfill the fun 
thon of providing funds for economi development, it was deter 
muned that the bank would make both hard and soft loans but 
heep the two operations entirely separate (ETA-8 through 15) 
Formal negotiations began in January 1959 At the outset, the 
United States proposed total initial resources of $850 million for 
the bank, while Brazil called for $5 billion, but 4 compromise 
was reahed on $1 bilhon with provision for a future increase to 
$15 tulhon (ETA~20, 21) Am agreement establishing the Inter. 
Amerxan Development Bank was signed on April 8, 1959 
(ETA-24) 
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Specna! Fund ter later Amerwan Sonal Deroelopment 


By mid-1960. however, before the bank could begin oper. 
ations, US polxymakers were concluding that more must be 
done to increase the flow of development capital to Latin Amer. 
ica (ETA~31, 32) The leftward trend of Fidel Castro's govern- 
ment in Cubs reinforced this conclusion At an NSC meeting on 
June 30. President Enenhower expressed concern about social 
unrest and instability in Latin America and urged consideration 
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of possible polxy changes Assistant Secretary of State for Policy 
Planning Gerard C Smith responded with a july 5 memorandum 
to Dillon proposing an initiative to provide tunds for social pro- 
grams on the region om order to support moderate political leaders 
and lesen adverse reaction “it we are toned to move against 
Castro " (ETA-33) In a July 11 statement, Ensenhower affirmed 
US sympathy with Latin Amerikan aspuations tor social and 
economx progress and declared his intention to seck funds from 
Congress to assist the countries of Latin America to develop their 
nations and acheve better lives (ETA-38) 

In an August | memorandum to the President, Dillon urged 
that the United States should “press torward with a broad pro 
gram tor Laten America” Adequate funds were available for 
soun! econom« development projects, he stated, but there was 
an wummediate need tor tunds tor social development projects, 
such as land settlement, improved land uve, pilot and self-help 
housing, basx community facilities, and voc atronal training, and 
it such programs were not mitiated promptly, “unrest with vio- 
lent politcal consequences is likely on a number of Latin Amen 
can countnes " He proposed a Special Fund of $000 millon (in 
cluding $100 milhon im disaster assistance tor Chile) to be used 
exclusively on Latin America to provide grants or loans, primarily 
through the Inter Amersn an Development Bank (ETA-44) 

In spite of some opposition to the proposal within the ad 
muimstration on budgetary grounds, kisenhower approved it In 
an August § message to Congress, he requested an authorization 
of $600 millon, and Congress authorized the money in legisla- 
thon signed unto law on September 6 (ETA~45, 40, 47) Dillon 
presented a US proposal for a inter. American program for social 
development at the September meciing in Bogota of the OAS 
Special Commuttee to Study the Formulation of New Measures 
tor Econom Cooperation, or the Committee of 21. The Com 
mittee approved the major features of the US proposal with 
some additions and modifications, it was approved as the Act of 
Bogota on September 13, with only Cuba voting against it, the 
OAS Council approved # on October 11 (ETA-49, 55) 
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Bolivia 


US Relations With Bolivia 


Now The parenthetxal citations are to the numbered docu 
ments mm the text 


The central theme that runs through the story of United 
States relations with Bolivia during the Last | years of the Ensen 
hower adaunistration is the effort made by US offnsals to en 
coutage the reform of the ailing Bolivian economy while not, at 
the same tome, contributing to the collapse of the Bolwian Gov 
ernment Except for Haiti, Bolivia was the poorest country m 
Latn Amerxa The Bolivian economy was inetinvent, underde 
veloped, umbalanced, and plagued by the vagaries of the wnterna 
tonal metals market The Boliwian Government was hampered in 
its ettorts to deal woth these problems by its Commitments to the 
workers who had supported and sustamned the government since 
it came to power om 1952 Bolivia was heavily dependent on fi 
namial support trom the United States to meet 4 succession of 
economn ores, but the Bolivian Government had to avoid the 
stigma of appearing to fall back into the embrace of “Yankee om 
perialism 

Under the corcumstances, the objectives whih the United 
States hoped to achieve im its relations with Boliwia were caer 
to detine than to achieve A policy paper drafted in the Depart- 
ment of State on November 3, 1958, stipulated that the United 
States was prepared to support any government in Bolivia which 
was free from Communit influence, and whih had the ability 
and disposition to carry out an effective stabilization program 
Conditions mm Boliwia were so ditfiult, however, that the paper 
detined the promary objective of US policy as “the mamtenance 
of relatiwe political stability on order to forestall a serrows politi 
co-soctal upheaval ~ (41-15) 


The Natural Resowrces bevue 


Vice | resident Nixon visited Bolivia in May 1956 and Presi 
dent Hernan Siles Zuazo took advantage of the opportunity to 
point up the problems afflicting the Bolivian economy, particu. 
larly in light of reduced exports of and prices for tin’ He asked 
for Nixon's support for additional loans from the Development 
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Loan Fund Nixon promised to support such loan applications, 
but he stressed the importance of continuing Bolivian efforts to 
establish an effective financial stabilization program He also in- 
diated that prospects tor Congressional support tor financial aid 
tor Boliwia would be enhanced ff Bolivia would complete the 
compensation of US shareholders of the mines which had been 
nationalized m Bolwia mm 1952 (BL-S) 

State ownerstup of Bolivia's natural resources was 4 central 
tenet of the govern, party, the Nationalnt Revolutionary 
Movement It was politically difficult tor lressdent Siles’ govern 
ment to meet toregn demands tor tull Compensation tor expro 
priated properties, and it was correspondingly ditfx ult for Boliv 
14 to attract new foreign capital to develop such assets as unpro- 
ven ol reserves while mamtaming the principle of public owner 
shup As a result, the Bolivian Government pressed the United 
States repeatedly tor development loans to the state run compa 
mes which managed the Bolivian mining and ol undustres. (BI 
8 do, 33) The US response was to pout to the comtinumng com 
pemation problem on the mining industry, and to deter to private 
sources of development funds, such as Gulf Oil om the otf indus 
try. and the German Salzgitter firm on the mineng ondustry (BL- 
8 MM) 

In 1900. however, the Soviet Union offered to build tin 
muming fachtees and to provide oi drilling equipment and tech 
mcians on exchange for the establishment of tull diplomatn rela 
thoms between Bolivia and the Soviet Urmon (BL-28, 35, 37, 43) 
Faced with the danger of expanding Soviet influence on th 
South Amerikan mamnland, and the possibility that anti. Amencan 
sentiment and an economic crisis mught lead in the direction of 
another Communist government in Latin Ameria, pola ymakers 
in Washington altered thew strategy and offered direct loan sup 
port tor Comubol, the Bolwian state owned muning company 
and tor Yacementos Petroliferos Fiscales Boliwianos, the state 
owned of} company (BL-26, 29, 40, 41) 


US Conceres Over Boliman Polheal Stability 


The Exmenhower administration was, im tact, sensitive 
throughout the penod to the danger that politu al unstabulity, e« 
acerbated by economic problems, might lead to a more radical, 
ant: Amencan government in Bolivia The umertain prospects 
for the ruling party were highlighted by an unsuccessful coup at 
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tempt on Uteber 1956, and ant) Amencan sentement was ender 

sored by wolent anti. Amerk an demonstratiom om Manh 195° 
(BL-14, 18) bt was om the US eomterest, therefore. to try to shore 
up the Siles gowermment, and the successor gowermment of Vator 
Par txtemmore, which took offme m August 10 To that end 
the Unuted States provided Boliwia with substantial ec onomme and 
ateownteng to $2e aullhon tor FY 105° (BL.12) 


4id and the Sta icanon [rogram 


Lnwted States relation weth Bolwia were colored, howewer 
by the tact that economn asentame was prowded with cond: 
trom attahed Poloymakers on Wastungton recogmred that the 
Bolivian Government would prefer to recerve unqualified averst 
ame tor development propects. but the comvation underlyong 
US poluy was that avsistance to Boliwia would be weeted entess 
Bolivia could emplement the economn reforms mee sary to sta 
tulive the Bolhwian cerremy and te comwert the ctx al mening 
“ator of the economy from 4 frnamual dram to 4 contribwteng 
asset Consequently the United States repeatedly pressed Bolivia 
te accept the rather dracoman solutions propowed by the Interna 
thonal Mienetary Fund as a bass for stabvhveng the Bolwian econ 
ory (L-5 t1. 12. 18. 22. 2a) These measures oncleded 4 wage 
treeve, exchange tate reform to achieve currem y depreciation, the 
disenissal of surplus labor om the munes, and 4 reduction m social 
welfare benefits such as government subsedized prices om the 
Mine COMMssaries 

The predutable effect of this program of econemn reform 
om the Bolwian work fone would have been to prodace remng 
prees omreased unemployment and turther demands tor wage 
moreaves Accordengly the Bolwian Government protested that 
polite al pressures prevented more than a halfhearted effort to 
umplement the reforms stipulated by the IMP (BL-11. 14, 43) 
US offs however, contenued to argue tor econmomn reform 
mm Bolwia, with the result that the substantial economn aperst 
ame provided by the United States to Boliwia produced as much 
resentment as appreciation (BL-12) Nonetheless the Lmenhower 
adrrurstration could take some satisfaction at the end of 1960, 
that US advice and assistance helped sustain the moderate gov 
ernments of Prevdents Siles and las and prevent the Soviet 
Umon trom establishong a foothold mm South Amer a 
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grew more skeptical that Alessandn had the will to introduce a 
thoroughgoing stabilization program (C1-17) The Department 
also worked to head off the plans of other agencies to dispose 
surplus copper stocks (C1-20, 21) Finally in May 1959, a package 
was worked out combining US and IMF assistame to Chile 
(C 1-19) 

In the spring of 1900, resident Eisenhower visited Chile 
during his Latin American tour The two Presidents, in cordial 
conversations, discussed general disarmament, Chile's own mili 
tary situation, and economix topics Alessandn assured Eisen 
hower of Chile's welcome to foreign capital investment During a 
discussion of copper, it appeared that Eisenhower had not been 
aware of the US omport tax on imported copper Eisenhower did 
promise Alessandn to make no releases from the copper stockpile 
except im extreme emergencies, and issucd appropriate instruc 
tons to carry out this promise US domestn considerations pre 
vented the admunistration, however, from taking action on the 
copper duty (C1-29, 30, 33, 35) 

During the President's visit, Chilean oftnials told Secretary 
of State Herter that while they privately sympathized with the 
US position regarding Cuba, Castro's revoletionary government 
mn Cuba had great popular appeal in UC hule and other Latur Amer 
xan countnes It was therefore better to molate Cuba than to 
take direct action against it (C 1-32) 

In May 1960, Chile was struck by a sernes of earthquakes, 
acompamed by tidal waves, avalanches and floods, which 
wreaked extreme havoc on the country The closing documents 
in the compilation detail the considerable efforts of the United 
States to meet Chile's needs tor reliet and reconstruction (C1-37 


through 41) 
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Colombia 


US. Relations With Colombia 


Note The parenthetical citations are to the numbered docu 
ments on the text 


During the last 3 years of the Eisenhower administration, 
the United Siates maintained cordial relations with Colombia In 
1958. the reopening of Protestant churches in Colombia was the 
man US concern, while in 1959 and 1900, the United States lis. 
tened sympathetically to Colombian requests tor economic as 
sistance Throughout the 3-year period, high-level visits by offi 
cials of both countnes figured prominently in the relationship 

(On January 16, 1958, Ambassador Cabot called on Colomtn 
an Minster of Government Rengito primarily to discuss the 
question of the Protestant churches which had been closed 
Cabot stressed that he realized this was a deluate matter, but 
emphasized that every tome the Ensenhower admunistration tried 
to obtain loans tor Colombia, Protestants in the United States 
raised the question of the churches in Congress, and the aid 
ould not be secured Rengifo promised to do what he could 
(CO-1) Assistant Secretary of State Rubottum also raised the 
question during 4 visit to Colombia, March 1-4, 1958 In a con 
versation with the Colombian Foreign Minister, Rubottum said 
that it was disappointing that only two churches had been re 
opened When the Foreign Minister replied that, while it had 
been dangerous, Colombia had allowed additional churches to 
open, Ambassador Cabot informed him that thi wes not the 
case (C04) 

Ambassador Cabot reported in july that the situation had 
not umproved He suggested that attaching the problem head on 
would probably not succeed, and the new Colombian govern 
ment should be allowed to wmprove its record on the question 
gradually (CO-11) By the end of the year this approach seemed 
to be working (CO-16) 

The Colombian Minister of Foreign Relations had raised the 
question of economic assistance during 4 visit ty Washington in 
1958 (C©.8), but it was not until 195° that President Lieras Ca 
margo approached Ambassador Cabot (CO.20) In commenting 
on the President's proposal for a $200. million loan to Colombia, 
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the Department of State and the Export-Import Bank both indi 
cated thew sympathy for Colombia's economn problems, but 
stated that the sum was overly ambitious in terms of the re 
sources available in the United States (CO-21) 

The smutial 1959 request was supplemented in 1900 by an 
approach trom Colombia for assistance with a major land reform 
program in preparation for Lieras Camargo’s visit to the United 
States in April, the Director of the International Cooperation Ad 
ministration and the Assistant Secretary of State for Inter-Amen 
can Affairs sent a pont memorandum to Under Secretary of State 
Dillon recommending a sympathetx hearing tor the program and 
US wmvolvement with at (CO-25) While Lieras Camargo dis 
cussed a wide vanety of topics with President Ensenhower and 
Secretary of State Herter, the maim theme of thei conversations 
was cconomn assistance (CO)-28 through 33) The trp to Wash 
ington was successtul and resulted im the announcement of a $70 
millon credit trom the Development Loan Fund and the Export 
Import Bank 

















COECLASSIF IED FOR MUELICATION IN 
FOREIGN RELATIONS OF THE WHITEO STATES 


S. 297898 CT DOL OR. ALG. 91.1305 41) peneenen cerzeer 


Costa Rica 


US. Relations With Costa Rica 


Note The parenthetical citations are to the numbered docu 
ments in the text 


Relations with Costa Rica during the 3. year penod were un 
marked by crises and difficult problems The close of the period, 
however, saw the emergence of an issue that plagued the United 
States on Laten America and other parts of the world the effect 
of the threat of communmm on everyday US relations with 
trendly and sympathetac governments The question was wheth 
et that threat made the United States neglect its old trends while 
pursuing the support of more recalcitrant countries 

Early on 1958 the election of Mario Echandi limenez to the 
Presdency of Costa Rica offered a leader whom the United 
States saw as both fnendly and onented toward the stability of 
business and investment (CR~1) During March, President-elect 
bchand: vissted Washington and met with President Enenhower 
and otfnials from the Departments of State and the Treasury 
Fc hand: stressed the need for economn development im his coun 
try and also gave assurances of his awareness of the threat of 
communnm im the hemisphere, particularly trom infiltration of 
labor umons Prowd of his country’s record tor tolerance, he said 
that Costa Rica would continue to provide safety to political 
exiles but would not allow them to launch subversive operations 
from Costa Rican territory (CR-2, 3, 4, 5) 

One of the princepal issucs during 1958 and 195° concerned 
Echandi's dewre for a reallocation of tax revenues stemming from 
the profits of the United Fruit Company's operations so that 
Costa Rua would receive more than the 50-50 division currently 
in ettect US officials, particularly in the Department of State, 
were quite agreeable to an arrangement on 4 75-25 basis In tact, 
however. legal techn alities uncovered by the Department of the 
Treasury served to delay a resolution until the end of 1959 At 
that teme, 4 60-40 arrangement retroactive to January 1, 19558, 
was announced, but the smaller than hoped for reallocation and 
the seemingly endless delays left Costa Rica less than totally sat 
istied (CR-6, 7, 6, 15, 16, 17, 18) 
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Kchands comtenually stressed hes commitment to democrat 
primuples and private enterprise as well as his concern tor 
modest tinamaual assistame and loans whih would boost the 
kxal economnx structure (CR-5S, 9 10) Lack of ummedite re- 
sponse trom the United States, however, produced a further feel 
ing of dismay and dissatisfaction in San Jose This in turn affect 
ed Echandi's attttude toward US efforts in 1900 to get the Cen 
tral Ameri an nations to break relations with the Cuba of Fidel 
Castro (CR~23) Ambassador Whiting Willauer in San jose re- 
ported on the widespread feeling im the country that the United 
Stutss was very often too slow to aid its old trends lhe Costa 
Rua and too responsive to threats from allies of neutrals of un 
tnendly acthoms Willauer wanted quick tavorable achon on 
Costa Ruca's modest economn requests He also stated that, 
while Echands personally detested Fidelismo, the President was 
in no postion politically to buck public opimon by severing rela 
thom with Cuba (CR~24) 

Assistant Secretary of State for Inter-Amercan Attars Roy 
Rubottom assured Willaver of US sympathy tor Costa Rica's 
request, but cautioned that Lack of overall planning on San Jose 
had resulted on undecisiveness and lack of followthrough, which 
had delayed US action (CR-25) In Nowember 1900, Rubottom’s 
successor, Thomas Mann, wrote to Echandi promming US sup 
port for Costa Rica's appli ations for loans from the Develop 
ment Loan Fund and the Export-Import Bank tor water projects 
and development of new farms (CR-27) 

The compilation closes with coverage of Costa Rican actions 
to control anti-government Nu araguans operating out of north 
west Costa Rea against the Somoza government in Ni atagua 
(CR-28, 29) Costa Rica, which had pointedly announced its i 
tention to aboleh a standing army (CR-5), nevertheless wanted 
to demonstrate its ability to maintain peace within its borders 
and tnendly relations with the neighboring states 
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Dominican Republic 


US. Relations With the Dominican Republic 


Note The parenthetical citations are to the numbered docu- 
ments in the text 


Generalissimo Rafael Trujillo had ruled the Dominican Re- 
publi since 1930 While promoting himself as “the Benefactor,” 
Trujillo's rule had become increasingly harsh and dictatorial, His 
attempts to strike at exiled dissidents im the United States had 
caused serious strain in relations with the United States. The Ei 
senhower admunistration faced one overwhelming problem in the 
Dominixan Republic how to ease Trujillo out of power without 
allowing pro Fidel Castro/anti- American elements to take over 

In late January 1958, the Director of the Office of Middle 
Amerxan Aftaus surveyed US -Dominian relations and high- 
lighted the principal US interests in the Dominican Republic its 
strategn position in relation to the Panama Canal, a US guided 
missile tracking station on the northeast coast, and general Do 
mmcan support for US. policies. The Director recommended 
that US Ambassador Joseph S Farland meet with Trujillo in an 
attempt to normalize relations Farland was encouraged by his 
discussion with the Generalissimo in carly February to believe 
that a better relationship was possible (DR-~1) Trujillo, however, 
proved sensitive to US congressional criticism and supposed 
slights against his family so that relations did not improve mark- 
edly (DR-2, 3) 

On lune 14, 1959, a small group of insurgents invaded the 
Dominican Republic by air The Dominican army eventually de- 
feated the invasion (DR-8) Notwithstanding the tact that inva 
sion did not generate popular support, the Department of State 
became increasingly concerned that the Trujillo regime was about 
to fall In January 1960, Department officials raised the issue at 
the National Security Council Under Secretary of State tor Polit- 
ical Affairs Livingston Merchant told the Council that the US 
objective was to ensure that a successor regime would be friend. 
ly to the United States and not sympathetic to Castro of commu- 
nism The problem was, according to Merchant, that Trujillo had 
so stifled moderate opposition that most dissident groups were 
either communist of communist -infiltrated The Department rec - 
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ommended that US policy during the coming months should 
voalesce non-communist business, professional, and academx 
groups into an opposition (DR-10) 

In January 1960, Trujillo cracked down on his opponents, 
charging that they were engaged in a conspiracy to overthrow 
him (DR-11) In March 1960, retired General Edwin S Clark 
convinced President Eisenhower to authorize him to make a 
secret visit to Cuidad Trujillo (Santo Domingo) to convince Tru 
jillo to step down from power Clark's unofficial scheme contem 
plated creating a foundation funded by the money amassed by 
the Trujillo family during its 30 years of rule To be administered 
by former Latin American and Amercan presidents, the fund 
would be used tor the benefit of the Dominican Republic It was 
designed to prevent confiscation of the Trujillo fortune by a sux 
cessor government and assure that Trujillo did not take his vast 
fortune with him into exile (DR-16, 17) 

Trupllo’s support in the Dominican Republic was weakening 
rapidly, according to US intelligence assessments (IDR-18, 20) 
When the situation was brought to the attention of the National 
Security Council in April 1960, there was general concern that 
the US polxy of building a moderate potential transition gov 
ernment might be too littl and too late Vice President Nixon 
worred that a was the “old story” being repeated the pro 
Castro elements with definite objectives were the only munority 
capable of strong leaderstup Nixon recommended that the 
United States consider intervention if this group threatened to 
come to power The Council agreed that the United States must 
be prepared to take rapid action (DR-19) 

General Clark returned to Washington from conversations 
with Trupllo in late March 1960 without a promise from the 
Generalissmmo to retire Meeting with Secretary of State Herter 
and General Clark on April 25, President Exsenhower discussed 
the possitulity of “a plan tor removing Trujillo trom control of 
the country, and to establish in his position a controlling junta 
which would ummediately call for free elections and make an at. 
tempt to get the country on 4 truly democratic basis ” (DR-20) 

When the National Security Council next considered the 
question of the Dominican Republic in july 1960, Eisenhower 
concluded that the Trujillo dictatorship was seriously deflecting 
attention from the real problem in Latin America, Fidel Castro 
(DR-25) lt was difficult to brand Castro a dictator and call for 
sanctions against him as long as Trujillo was in power The new 
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Assistant Secretary of State tor Inter-American Alftars, Thomas 
Mann, solxited advice from Deputy Chief of Mission Henry 
Dearborn who was the highest level diplomatx official now that 
US relations with the Dominican Republi were suspended in 
conjunction with an OAS decison that the Dominican Republi 
had attempted to assassenate President Betancourt of Venezuela 
Invited to give bis “very personal and confidential” appraisal, 
Dearborn suggested that as long as Trujillo remained im the Do 
mnmcan Republx—as Governor of Santiago province of “dog 
catcher” —he would domunate the cowntry and there would be no 
chance tor 4 true opposition The only solution was removal of 
Truplle trom the country Dearborn asserted that Truplle would 
probably only do the under threat of death Dearborn suggested 
that @ he were a Domunkan he would tavor billing Trujillo 
(DR .28) 

The Department of State's Bureau of Intelligence and Re 
search suggested that “assassination om am em reasing possibblrty — 
perhaps even 4 probability, comsdereng the desperate temper of 
the oppostion ~ (DR.29) It ws clear from this compilation that 
the bisenhower admenistration tired without success to mdace 
Trupllo step down By the end of 1960, the dictator held grimly 
ty power Si months later he would be dead trom an assaven + 
bullet Additronal maternal may be fownd on Alleged Avcasommation 
Plots ha owlowng howrge leaders Ae bateroe Rew’ of the Slat Committe tv 
Vedsy C.corrmmental Operation. uwnth Roepe t te betellgene Acheter Report 
No 94.4605, 9¢th Congress. let Seswson, US Senate (Washing 
ton, Nowember 1975), pages 191.215 
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US. Relations With Ecuador 


Netw The parenthetxcal citatrons are to the numbered docu 
ments on the text 


Except tor a bret period on 1960, US relations with Ecuador 
during the closing years of the Enenhower presedemy were 
normal and um omplx ated 

In April 1958, Pressdent Enmenhower im a letter to Trendent 
Canmullo Ponce Ennquez decribed Ecuador as “a nation enjoying 
politnal statulity, freedom and steady economn development © 
(EC .3) In the following month, Vice President Richard Nixon's 
viet te Fcaador was described as an unqualified success, in con 
trast to bus veertts on Peru and Venezucla where violent ant 
Amernan protest broke owt Nixon sad there were no great 
problems between the two countries (EC~5) During hes conver 
satom with Ponce, the Vice Pressdent stressed the need to re 
wilve the area's economn problems as a prerequisite to curing the 
politxal problems Tonce stated that stabilization of the Latin 
Amern an economes would make all the countries better custom 
ets tor Amernan products (PC .4, 5, 6, 7) 

The United States did involve itself in loans to improve the 
tc uadorean ontrastructure and and econom« development, and 
was aleo ready to provide mulitary assistance for unternal security 
programs to combat comraunist subversion and disruption within 
the country (EC -#, 11) 

In June 1960. lowe Maria Velasco thartra was elected Pres 
dent by what Assistant Secretary of State Roy Rubottom termed 
4 surprosngly large margin (PC ~15) Velano had held the office 
on three previows occasions and was behewed to be basically 
treendly to the United States, no wnsuperable problems were an 
trapated on deahng with the mew administration The President 
elect induc ated his willingness to cooperate un fighteng commu 
mem and opposing Fidel Castro, and Ambassador Christian 
Ravndal emphasized that the United States would offer technical 
ard and assist the Ecuadorean economy. particularly with housing 
for the poor (EC ~16) 

At the time of Velasco's inauguration at the end of August 
1960. however, evidence began to surface that Ecuador wished to 


o9 























‘OECLASGIF IED FOR meye. ICATICN IN 
PORE IGN BELATICNS OF TE WHITEO STATES 


S DOOR ETO OR ALS OF Lh 81) pepeenee cer reres 


70 Foreign Relations, 1958-00, Vol V, Microtuhe 


focus attention on its boundary dispute with Peru The Rio Iro 
tocol of 1942, which dealt with that question, noted the new ad 
murestration, was unfavorable and unta to Ecuador Velasco and 
hes Forengn Monster Jose Rac ardo Chinboga Villagomes said they 
did not wish to push to 4 solution at once, but only to reiterate 
strongly the Ecuadorean position The United States, as a con 
estently had, stressed its desire tor 4 mutually acceptable settle 
ment (EC 17) At the same tome, Ecuador needed help quickly im 
terms of bughway construction, electrx power, housing, and 
medium ewndustnes The United States stressed the need for care 
tul plannwng, but noted was anxious to assist (EC -18) 

Shortly thereafter, on September 1900, the Embassy in Quito 
reported that students demonstrating over the boundary dispute. 
stoned the Consulate General wm Guayaquil (EC ~1°) The Guar. 
antors of the 1942 Rio Protocol, the United States, Argentina, 
Brazil, and Chile, meetong entormally, cautioned agarnst unilater 
al acthon by bouader to denounce the Protocol, stating that most 
of the provisions of that agreement had already been umplement 
ed and urulateral denunciation was unacceptable (PC - 20, 21) 

On October 23, however, bouador announced its repudiation 
of the 1942 Protecel The United States, responding as a Guaran 
tor on December 7, stated that such unilateral action was not al 
lowable The Guarantors stood ready to assist in 4 mutual revo 
lutron by Peru and Ecuador of a satisfactory demarcation of the 
remaimng areas of the bowndary line otill at mewe Alt the same 
tume, the United States assured Ecuador that aggression by the 
other party would tanwe the security guarantees of the inter. 
Amerh an system against any armed attach (BC -22) 

An tntethgeme Note to Secretary of State Christian Herter 
on December le mnformed hem that the December 7 statement 
had provoked attacks resulteng om conmsderable damage to the 
Embassy and other US buildings in Quite and Guayaquil (PC- 
25) Some taking office, Velasco. rather than comoentrating on 
econom problems had focused on the boundary question 
Ecuadorean overtures toward Cubs and the Sowet Umon ap 
peared designed to gain support on this neue Meanwhule, leftrst 
agitation was undoubtedly a factor in the assaults on US prop- 
erty 

Withun 4 few days, however, relations took 4 turn for the 
better, according to the Embassy in Quite (PC .24) Velasco die 
missed hes Minster of Government, Manuel Araujo. character 
wed as rabidly leftist and pro-© astro in his wiews This diemissal 














; 
+ 
SY 
f, 
3: 
$ § 
=f 
3 
J. 


S Pe POE THOT wm AL Gs OF 1808 SD) pewwe nee eer rerer 


bcuador 71 


brought to a close an unprecedented period of leftist agitation m 
the country just before the end of the year, horeygn Monster 
Chunbogs verted Washungton A joent statement mewed on the 
a cawon comentrated on economx development and md ated 
US dewre to prowece loans for propects such as the establish 
ment of savengs and loan mmetituthems, and construction of high 
ways munnepal water system and electra power onstallatrons 


The boundary dispute was not mentroned (bC -25) 
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El Salvador 


US Relations With El Salwadu« 


Netw The parenthetical cotatioms are to the numbered docu 
ments on the text 


11S Relates Vth the Lee Cocoerwnret 


US. relations with Fl Salvador were without serious diftnal 
tres during most of the 1958-190 pened johns Hephins Univer 
vty Tresdent Milton Enenhower visrted f] Salvador m july 1956 
during bis 3. week trp te several countries mm Central Ameria as 
Prevdent Emenhowers personal representative He met with 
rewdemt jowe Maria Lemus and other government officials, bus 
nesemen, and labor leaders Lemus called attention to Fl Salva 
dot's cconomnx problems and expressed interest wm mcreased US 
aenstame but offered no specitth proposals (&S-2) Lemus made 
4 State weert to the United States March @21, 199° In a meeting 
with Ensenhower on March 11. he stressed his wnterest in Central 
Ameri an ecomnomn imtegration and bisenhower capressed sym 
pathy with thes objective (ES-5, ©) 

Dureng the following year, Lemus politxal support deterw 
rated as Salvadoran poliths became mcreavngly polarized in 
April 1960. the Embassy reported stramums and cleavages within 
the “olmarchc triarchy (Army, landed gentry and church) which 
has ruled this country for decades” and growing strength among 
opposition elements ‘led by Communists and supported morally 
and fonamaually from Cuban sowrnes Lemus was encreaungly 
isolated. the Embassy reported. opposition to him was growing 
not only on the left but alee among the wealthy, whe blamed 
hur tor taslong to take strong actron against extremist clements 
(ES-13) 

Director of the Office of Central American and lanamanan 
Attavs © Allan Stewart told Asswtant Secretary of State for 
Inter Amernan Aftairs Roy Rubottom mm an April 12 memoran 
dum that  bidelemo is spreading bhe wildfire among the poor 
but that the Lemus government had done nothing to remedy 
social conditions (F>-14) When Stewart visited El Salvador im 
june. Lermus requested US aserstance for the Salvadoran security 
forces, but when he ashed Ambassador Thorsten V Kaljarvi 
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abwrut the request 2 months Liter, Kalgarwe told hem f was eel 
under comuderation on Washungton (FS-1e, 17, 18) 

Events reahed crue lewel mm August and September wath 
growing demonstrateoms and diorders Kalyarvi commented that 
atter an wutully hewtant response, Lemus had antagorured the 
publxn by aung heavy handed and ondmcreminate tone mean 
while he had ahenated bes supporters by tashng to comvelt them 
Nonetheless Kalyarvi recommended contemumng support of the 
comstitutrenal gowernmoant by specding up actron on pomdeng aed 
requests (FS-19, 23) 


The Ry yer bes toe 


(in October 26, 1960. 4 mubtary covehan junta saved power 
wm 4 bleedless coup Ff declared the Constitution still m eftect 
and promued to held tree electiom., and the new horeygn Mone 
ter asowred Kulyarws that the blunts weehed te mamtam «low and 
cordial relations woth the United States (ES. 25) Kalgarvs report 
ed 3 days later, howewer, that the coup represented a “ devided 
shutt to the left Although the qulitary members of the berts 
were trendly to the Uneted States. they were young and polit 
cally meapenemed while the civehan members inluded many 
vtromg leftets and same “out and out Comes” The beading 
tygere behund the coup was reportedly termer President Oscar 
sere, whe might themk he could heep the leftists ander control 
bet Kalyarvws thought the qulitary element om the lunta was “no 
match tor the lettests and that the coup should be regarded as 
the toret step towards Fideliomo Arguing that support fer the 
junta was already coolng and 4 countercoup might be om the 
mahong. be urged the Department of State te “go show wath rex 
ogmtron (FS Je) 

In Washungton, the Bureau of loter. Amernan Affairs took a 
more bengn view of the mew regume comsderong that the juntas 
crvihan members were Largely lettet bet moderate (15-27) In a 
November | memorandum to Presdent Enenhower Secretary of 
State Herter noted that the majority of the army and the con 
“rvative olganhy supported the Junta, that Osorno had a long 
record of cooperation with the United States and oppostion to 
Communwm, and that sewers other cowntries had already ex 
tended recogmition He recommended prompt recognition im 
order to enable the Unwted States to establish good relations and 
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exett 4 powtwe onfluence on the mew regen, and bnenhower 
approved (ES 28) 

Mesnwhule, the Department» comcern about the mew regen 
was unreaed by mew reports from the Emtusesy, reentened by 
KRalyervss feterm te Viashungten fer comultatom ( harge 
Thenald T° Dhow was eretracted te meet woth Osore and select 
ed army ettnets and awertam ther wews Down reported on 
Nowermber 3 that Osene had rephed te quevtiom wvagucly and 
evauvely and that he dbd not thenk & was Hecewsary te carh 
( omrmerst actrvrtees but entended that all parties should partn:s 
pate on tree electeoms Dhow alco met with one of the mulitary 
meroters of the junta who he thought was frendly but 4 com 
phic babe om the woods “ (7S. 29 MO) 

At a Natenal Secernty Cound meetag on Nowember 7 
Acting Secretary of State Liwengstem T Merchant reported that 
the Lnvted States had not recogmred the new government m Fl 
Salvador un wrew of the powswhulty of a cowntercoup, the question 
was whether recogmeteon showld be extended om order to 
strengthen reasonable elements mm the government of withheld 
m the hope of em owrageng the opposrtron Fisemhower remarked 
that the eave woth whah «2 few € opneneneet elements could tate 
wer 4 governement was froghtenene and that the relactame of 
LAS members te take actron was alarmung he obeerwed that 
fught be necessary te go back te greater rehame on power pol 
txs Sexorvetaryw of Diefemee Thomas S Cites by recomnemended 
delaying tecogreteen, bet further disc ween was emcom hewvw 
(tS.32) ln a Nowernbher 10 memorandum to bnenhower Herter 
again recommended recognetron (ES 34) The President agaen ap 
proved, but acthom was postponed bax suse of comtenued Depart 
ment of Defense opposition and comcerms expressed by the entel 
hgeme communty (PS Me F7) 

In an eftert te resolve the empase. the Department of State 
were « Allan Stewart to FF! Salvador te survwew the ertuation He 
reported on Newernbher 23 that Osorio was the hew fagure behend 
the governement that the civihan members of the blunta coemed 


ansiows to cooperate woth the United States and that the muh 
tary members, backed by Osore, prowded 4 check on those of 
doulttul weolegy (ES 99) After recenveng the report. Herter 
again recommended recogrmition (ES 40) In a meeting with the 
rewdent on December 1. the Department of Defense withdrew 
its obyection, and Exeenhower gave bee approwal (£542) On De 
cember 5 Kalvarws returned to Fl Salvador and deliwered 4 note 




















IN 


OECLASSIF IED FOR PUBLICATION 


OF THE UNITED STATES 


WN RELATIONS 


roree 


SS. DOTH9R Ce WOT HOR AL Cs OF 13 0S SR) benee ten aerzerer 


El Salwador 75 


extending recogmition to the Junta as the provisonal Government 
of El Salvador (£S-43) 
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Guatemala 


US Reletions With Guatemala 


Now The parenthetical citations are to the numbered docu 
ments 19 the text 


Ihe assassination of the pro-American and anti-Communist 
lrevdent of Guatemala, Carlos Castillo Armas, in July 1957 
threatened Guatemala with political uncertainty In tact, a rela 
tively orderly transition emerged An mnterm government ar 
ranged a new Tresidential election om which Miguel Ydigoras 
Fuentes won a plurality but not a majority Through popular 
pressure and politial dealing, Ydigoras won approval of the 
Custemalan Congress to which responsibility for naming the 
resident devolved when no Presidential candidate won a mayor 
ity on the popular election An upper-class, authoritanan, tormer 
protessional soldier who represented Guatemala’s traditional 
classes and conservative torces, Ydigoras assumed the Presidency 
mm March 1958 without enjoying tirm support in the new Con 
gress where his political supporters made up only 16 of the 66 
members (C,1~5) 

Ydigoras compensated tor his political vulnerability by en 
gaging om oa senes of high-profile quarrels with his neighbors 
with Great Britain over Guatemala’s claims to British Honduras 
and with Mexico over a supposed invasion and, later in 1958, 
over shromp fishing (GT-6, 7, 14) The United States disapproved 
of this adventurssm, but continued to provide Guatemala with 
economn and mulitary assistance as weil as development loans 
(GT-8, % 10, 13) In early 1959. the Embassy reported that Ydi 
goras politcal situation had deteriorated rapidly and his over 
throw was 4 real possibility (GT-15) When Ambassador Lester 
L) Mallory returned to Washington in June 1959 for consulta 
tons, the Department of State decided that despite Ydigoras 
volatility and his government's apparent swing to the left, he 
was still worthy of US support (G1-20) The Department un 
derstood that if Ydigoras was to rule Guatemala he would have 
to, in effect, play to the left. The leftist traditions of Guatemalan 
politics established during the years of the Arevalo and Arbenz 
Presidencies of 1944-1954 gave such a posture considerable pop- 
ular appeal Unfortunately, Ydigoras did not make the kind of 
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economn decisions and reforms required to place his government 
on a sound tiscal basis In July 1900, economix problems, labor 
unrest, terronsm, and an abortive military coup convinced Ydi 
goras to declare a “state of siege” which suspended civil liberties 
and established temporary military control (GT-29) 

Concern about the survivability of the Ydigoras government 
took on added significance given the threat that hidel Castro's 
revolutionary regime in Cuba posed to the rest of Central Amer 
xa When a group of dissident military officers attempted to 
seize power on November 13 in Guatemala City and two provin 
cial capitals, Ydngoras charged that the revolt was C astro-inspired 
and asked for US support in preventing possible Cuban inva 
son or intervention (GT-33, 34, 35) On November 14, President 
Fisenhower discussed the situation with Secretary of State Chris 
tian Herter Herter noted that the situation looked “very serous” 
and suggested that “the Cubans have had a hand on this ” Eisen 
hower agreed that the United States should be prepared to get 
trom Guatemala, Nicaragua, and Costa Rica requests tor US 
military surveillance and possible assistance in the event of an | 
overt Cuban intervention or attack The Department of Detense 
was alerted to the possibility and it began discreet surveillance 
((,T 3%) 

There was no Cuban aggression nor any proot that the Gua 

temalan rebels were supported by Castro, but Guatemalan forces 

| loyal to Ydigoras were unable immediately to reestablish control 
Guatemala and Nicaragua had requested surveillance, while 
Costa Rica had not Herter theretore recommended to Eisenhow 
er that the United States continue naval surveillance of the Gua 
temalan and Nicaraguan coasts The only matter still to be decid 
ed was whether or not this naval surveillance force should have 
aUS Marmwne battchon on board Emenhower decided that the 
Marines should remain at the nearest suitable station (G1-42) 
By November lo, loyal torces put down the rebellion 
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Haiti 


US. Relations With Haiti 


Note The parenthetical citations are to the numbered docu 
ments in the text 


Hiaits had the mustortune to be the poorest nation om the 
Western hemisphere President Frangow Duvaler was popularly 
elected in 1957, a break in the usual cycle of presidential succes 
won by mublitary coup, but soon after his election Duvaher 
proved himself another Haitian dutator Duvaler ruled through 
control of the National Pole, the Presidential Guard, and the 
secret polwe, all chosen tor then personal loyalty to him and 
meant a5 4 counterweight to the Haitian Armed Forces 

Haiti's economy was virtually bankrupt Gratt and admunis 
trative ineptitude discouraged international lenders trom proved 
img Haiti with additional loans Because Haiti's economy was de 
pendent on cottce, a wild crop harvested by peasants, its reve 
nues thactuated wildly During 1958-1900, US offiials respon 
sible tor relations with Haiti taced three overnding questions 
how closely should the United States become associated with 
Duvaher, how could the United States use its influence to muti 
gate Duvaler’s dictatorial rule, and how much money should it 
give Haiti? 

As 1958 began, the Department of States was restoring 
normal relations with Haiti that were broken in late December 
457 when US Ambassador Gerald Drew was recalled to protest 
the beating death by Haitian police of an American citizen, Shib 
ley Jean Talamas. a political opponent of Duvalier The Talamas 
tamily received compensation, and some official action was taken 
mainst his murderers The Department of State then outhned a 
program of improved relations restoration of grant assistance, 
military assistance, and loans, recreational visits of the US fleet, 
possible augmentation of US military training missions, and im 
creased US tourism, private investment, and technical assist 
ance (HA-~1) 

In June 1958, Ambassador Drew expressed concern about 
this program Speaking specifically of a US Marine Training 
Mission that Duvaler avidly wanted, Drew confided ‘I find 
myself becoming mcreasingly repelled by the thought of a mis- 
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won here when the jails are crammed with political prison. 
ets . when deteated candidates are beaten, tortured 
and hounded into exile, when a restrained opposition press has 
been ruthlessly snuffed out of existence, and when masked mght 
rides, operate trom the headquarters im the National 
Palace ~ Drew suggested that in return tor the US Marine train 
ers the United States should extract promises of better behavior 
trom Duvaler (HA-~4) 

The wutiative shifted to Duvaher when his security torces 
toiled a coup by Haitian, Dominican, and American citizens 
launched trom Misr on July 29, 1958 (HA-~S) The United 
States publaly regreted and deplored the involvement of US 
citizens President Eisenhower privately soothed Haitian teclings 
(HA-©) Two months later, the US Marine training mission was 
approved on a temporary basis notwithstanding Drew's concerns 
(HA-9) 

Haiti's economy suttered in carly 1959 from the double 
blow of the talure of its coffee crop (less than half the previous 
year’s level) and a drop on the price of coffee Haiti was running 
4 large detuat and neeced a massive injection of US assistance 
to forestall economn paralysis and possible social and political 
chaos The United States was prepared to grant Haiti $6 million 
in budgetary support from the President's special contingency 
tund, but the International Cooperation Administration insisted 
over Department of State objections that the money be given 
only of Haiti agreed to controls and reforms in its economy 
(HA-10) 

The economic fies occasioned serous consideration in 
Washington and at the Embassy on Tort au Prince of the advis 
ability of continuing to shore up the Duvalier regime In March 
1959, Ambassador Drew and the Country Team reluctantly con 
cluded that Duvaler's overthrow would create more chaos and 
misery than continued Duvaler rule As Drew concluded, “we 
cannot attord to let Haiti go through the wringer” (HA-11 
through 13) lromcally, in May 1959, Duvalier nearly died but 
was saved by the dispatch of a US cardiologist and equipment 
trom Guantanamo Bay (HA-~14, 17) 

Disturbed conditions in the neyghboring Dominican Republi 
and 4 small-scale invasion of Haiti from Fidel Castro's revolu 
tionary Cuba gave Duvalier serious pause in late summer 1959 
Haiti requested a US patrol of its waters and air space and of. 
fered base facilities to the United States (HA-15, 18) The United 
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States declined both requests, but did authorize extensions of 
visits and brief additional visits of US Navy ships to Haiti 
(HA-1o) 

When the Caribbean situation quicted, the United States 
concentrated upon the Haitian economy This time, however, 
US aid could be justified on the grounds that Haiti needed eco 
nom and military assistance for legitimate self-defense against 
Cubs and Communism (HA-21) International Cooperation Ad 
mumstration offiials complained that Haiti was not only not 
trying to help itself economically, but also refusing constructive 
help designed to bring economx development ICA argued 
against badgetary support, but lost to the foreign policy consid 
erations of the threat of Castro (HA-22 

Duvalier was not particularly grateful and complained pub 
lily about the meagerness of US aid, implying that US pars 
mony was the real cause of Haiti's poverty The Central Intell 
gence Agency concluded that Duvaher was “drifting Leftward” 
because the ailing dictator had delegated authority to a “clique of 
leftists Stull, the general consensus in Washington was that Du 
vaher was reasonably secure and the pro-American Haitian Army 
would nut challenge him In effect, the United States was relu 
tant to give up on Duvaler even though his government's graft 
and mismanagement had crippled the US. aid program and not 
withstanding his flirtation with the left Duvaler was a tore for 
stabulity om a country characterized by political instability De 
spite hus occasional anti-American tirades, he was a staunch anti 
Commounnst (HA-24, 26) 

The new US Ambassador to Haiti, Robert Newbegin, ar 
nved om Port au Prance in October 1960 with houted objectives 
and options He was there to commit US aid money, $5 million 
tor budgetary support, $45 milhon for balance-ot payments 
support and economu development, and $3 millon tor additional 
development projects He was to stress that this money was to 
help the Haitian people, but Haiti's past use of aid and develop 
ment assistance and its inability to repay past debts did not 
augur well (HA~27 through 29) 
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Honduras 


US Relations With Honduras 


Note The parenthetical citations are to the numbered docu 


ments om the tert 


Throughout the 3-year peniod, US Honduran relations were 
cordial and unencumbered by vexing problems The United 
States welcomed the admunistration of President Ramon Villeda 
Moiales as one with which ut could do business and one which 
typed the type of decent, democrath government in Latin 
Amerwa that it hbhed to see (HO-1, 2) Untortenately, although 
Honduran needs were not great in terms of dollar expenditure 
the United States had to be cautious in responding to requests 
tor assistance (HO-3) Villeda’s middle-ot -the-road policies im 
spired grumbling by the Chief of the Armed Forces, but US of 
trials counseled pateeme and assistance to the civilian author 
tees (HO-4) Although by no means a strong-arm leader, Villeda 
tended off two military coups Launched trom outside the country 
in 1959 by the tormer Honduran Chief of Staff (HO-S5, 9) 

In 1960, Villeda made an intormal visit to Miami and New 
Orleans and received a warm letter of support trom President bi 
senhower who praised the Honduran leader's efforts to strength 
en hus country’s democratn unstitutvons (1O-13) Villeda was 
clearly perceived as someone fnendly to the United States and 
aware of the dangers of international Communism (HO.2) From 
this perspective, it was not surprising that on the late months of 
1960, the Department of State took extraordinary measures to at 
range loans tor the financially troubled United Fruit Company 
since it was telt that collapse of the company would seriously 
destabilize the Honduran economy, cause loss of jobs. threaten 
the future of the Villeda administration, provide a seedbed for 
Communist dixontent, and deprive local Honduran communsties 
of numerous public services which United Fruit provided in the 
absence of the Honduran Government's ability to do so (HO 15 
16, 20, 21) 

Happily for Villeda and Honduran morale, late 1960 also 
witnessed a great political victory for the country when the 
International Court of Justice provided a peaceful settlement to a 
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longstanding dispute by awarding to Honduras territory long 
contested with Naragua (HO-18, 19) 

Finally, a month betore the end of the Enenhower Presiden 
cy. the Department of State secured approval tor the United 
States om comcert with Honduras to refer to the International 
Court of justice the question of purisdition over the Swan Is 
lands The wlands had been occupied by the United States tor a 
century and Secretary of State Herter telt that the Honduran 
clam was deftuutely a weak one, but he thought @ politk to 
make the move m order to strengthen the Villeda government 
and ofteet the critnnmms of the Castro government m Cuba 
whah was steelt moensed by Amernan radw broad acts hovtile 


,s 


to Castro emanating trom the mlands (1O-22) 
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Nicaragua 





US Relations With Nicaragua 


Now The parenthetical citations are to the qumbered doce 
ments on the text 


US relations with Nicaragua during the tonal years of the 
bisenhower administration were untainted by mayor differences 
between the two states While concern in both countries abet 
invasions of Nu atagua and attempts to overthrow the Som. 
government remained a constant, nonce of the several attempts 
succeeded of even tawed the real possibility of revolution 

The most emportant event in relations between the United 
States and Nu aragua took place mm 1956 when Milton bisenhow 
et vetted Managua, July 21-24 Coming after Vice President 
Nixons stormy viet to Laten Amerxa, April 27-May 15, and in 
the tace of comcern that the President's brother mught encounter 
protests, the Embassy on Managua reported that it could protect 
Milton tisenhower trom semuilar indignities (HU-7) The vest 
proved to be highly successful, as Milton Eisenhower discussed 
various meoues with ressdent Somoza and members of his gov 
ernment and met with leaders of the opposition politi al parties 
(HU-8) The Embassy on Managua speculated that part of the 
reason tor this success stemmed trom Somozas genume concern 
about accusations that he was merely another dictator In a tol 
lowup report on September, Ambassador Whelan conclude that 
everyone was satistied with the viet which resulted im “much 
good” tor the United States (HL-9) 

By 1959. the US Government had become sufficiently con 
cerned about attempts to overthrow the Somoza government of 
assassinate its President that it asked the Embassy on Managua 
tor an assessment of the clomate for a deal between the President 
and the ‘responsible opposition “ (HU-15) While the Embassy's 
response indicated that this was an unlikely prospect, the De 
partment of State continued to urge the Government of Nicara 
gua to reach an agreement with opposition elements The Embas 
sy im turn stressed that the only respectable opposition repre 
sented only a very small part of the anti-government parties 
(HU.17) 





DECLASSIFIED FOR mum I CATION 
PORE 1G RELATIONS OF THE WHITED STATES 





83 














DECLASSIFIED FOR me I CATIOCN 


, 
4 
| 
: 
. 
; 
: 
S 
: 
c 








S 2o79C8 GN Ol woe ALG) 9) Tide 11) peweenee ae rere 


84 «Forcign Relations, 1956-00, Vol V. Microtuhe 


At the end of 1960. the Cowernment of Nu aragua began te 
share the comern of the United States. bul fs wore were 
about C ommunnt bac bed activites and enterwention om its aft aers 
spomeored by Cuba This led to 4 request tor US asemtame (in 
Nowember 17. Lames Hagerty, [resident binenhower + press sere 
tary. annowmed on behali of the Trewdent that an and surface 
umts of the US Nawy had aseumed powtrom off the coat of 
Nu aragua where they could asset the ka al gowernment agaunet 


such evterwenteon (FHL) de) 
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Panama 


LS Relateors With Panama 


New The paerenthetn al cotatrom are to the numbered dau 


rreryts on the teat 


LS eelatees woth Panama deren the ternal 5 years of the 
Pisenhwwer aderemetration foxased mamnly on Quester. armen, 
out of the adeneretratioen of the Canal Zone, and aqnen the larger 
neue poord by the syebhedan but poletn ally srtiwe question of 
whether the Panaemaman tlag should be allowed to thy abomgsede 
the Uneted Stetes flag wethon the Canal Zone bor the Panamam 
an Ceowermment the tlag meuwe was one of burneng domestn om 
portame There was no question of challenging US conmtral ower 
the territory and erations of the C anal Zone, but there wae a 
strom Tanamaman dewre to see recognition of Tanamaman sor 
eremnty ower the terrtery of the Canal Zone by throne the lana 
marmen tha wethen the Canal Zome On Nowernher § and Neo 
veriers 28 195° popular trestratieon ower the retasal of the 


Lewted States te allow the l'anemaman tla te be flown om the 


‘ anal Jom bed te ant. Anes vets on Panama ¢ ity RelLatnovrns 
between the Lmrted States a: nama remamned stranned wrtil 
Dresedent brsembhower auth: od the Tanemamean tlag to iw 


tlown slongernde the US tlhae m the Canal Zone mm September 
190 

rewdemt trmesto de la Coeardia eethiated « serves of bhagh 
lewel exchanees on the flag mewr m a conversateen wath Ir 
Milton bisemhower during the woot of Prosdent beenhower » 
brother te Panama om fuly 1958 (1°11.5) In addvteon to the the 
meur, Tanamamean offal complaned of 4 number of other orn 
tants relatene to the adewnretrateon of the Panama C anal Zone In 
4 comversatoen with Secretary of State Dulles on UX tether 6 1°58 
boregn Monster Miguel | Moreno argued that the Uneted States 
was not onterpretong the Treaty of Mutual Understandeng and 
Cooperation and the related Memorandum of Understanding 
whah had been signed on lanuary 25. 1955. wm the spirit m 
whech they head been intended (1°'!.8 for teate of the treaty 
and the acompanying memorandum sce Department of State 
Rulivtee tebruary 7. 1955. pp 258-245) 
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revedemt de la Guardia made a werla complet m a letter 
to Prevdent Exenhower on March 7, 195° (7°11) The Pana 
maman complaents alleged that the United States mammtamned a 
dual wage wale om the Canal Zone whah decremenated again 
lanamaman employees, that a2 qumber of the best jobs m the 
(anal Zone were reserved tor US citivem ender an enmevessar 
tly broad securty system, and that Panamaman enterprese set 
tered trom wntae competition from mmperts of men handne into 
the (anal Zone trom “therd country” sownes and trem ‘luxury 
items trom abroad sold through ( anal Zone sales outlets In es 
vwome. the Panamanman Cowernment felt that the ( anal Zone ad 
remestrateon dr remenated agaunst P'anamamans and that Panama 
was ot profiting trom the operation of the canal as @ should 
The Panamaman boreggn Menister repeated these complannts on 
july 1999 om repeetemg 2 US ade meme responding to the 
Tanamaman complaints (M18) boreggn Mienster Moreno 
brought the dispute onto the open with publ statements at San 
tage. Chule om August and mm New York om September 1¢5¢ 
chargemg the Lewted States with non comphame with its treaty 
agreements (125) Meanwhule the l'enamaman Ceowernment 
conmteneed te press tor the rghit te thy the l'anamaman flag m the 
Canal Zome (17'M.24) 

The Panamanman complaents engendered a goed deal of 
hugh lewel comer and polny debate om Washengten Panama 
was of cretnal strateg~n emportame to the Lneted States hex sune 
of the canal, and comerns about the politnal stabulity of the 
lanamanman Cowernment were magnified mm May 199° when a 
growp of 80 armed revolutionanes Cuban led and supported 
landed on the north com of Panama and attempted to ower 
throw the gowernment (7°14) Panamaman comcerm end com 
plaints ftownd 4 sympathetn ear on Prevdent Emenhower who 
took 4 heen and comtenang enterest on the protterne and was om 
cloned throughout the perad te accede to most of the Panaman 
an requests for change (7'M-1@ 20. 22. 57) Pesenhowwer saw little 
reason to retuse the Panamaman request to have the Panamanian 
tlag thy woth the US flag om the Canal Zone (1'M 20, 69) 

The Tresdent rcewed comflteng adwne trom hes aduisets 
on these questions howewer The Department of State, led by 
Secretary of State Herter, argued conmsstently for 4 more gener 
ows enterpretation of the terms of the 1¢55 understandings with 
lanema and poonted ep the impeortane of accepting the Pana 
mamen postion on the flag ewe (7M-20. 28. 32 37. 40. WW) 
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Secretary of the Areew Wilber Mo Bran ber. on the othe? hand 
fumtioned om the capacity of [ressdent of the Panama ¢ anal 
Company and represented the mterests of the ‘ anal Jone gow 
eroment The tenor of bes adwne t the Treedent was. bw and 
laree. to held the lone agaeret the Tanamaman ok mands, gronst of 
whch thew Leg tment of the Armw weewed oo enwarranted 
mVt.20 29) Bracket wae strongly oppowd te traning the T’ ams 


mamaen flag wm the Canal Zone, whah he argued wowld tv 


vuwe } m 42 we | we ab Press and +. oh eee oF) The deren terry a 
eventual Tanamaman «contr i the canal (7°'\t 8@ S82) Bren ber 
,° rrted to thw tat that there wa trowrg + yy” tom . ogres tow 


’ ,” teem cm the tlag peewee (mM 52) 
lhe temeecers mmvolwed om relates wrth aneama wheal were 


bree hsloebrted om thre “vie W chetoate boul tive biwerrt wer acemerestra 
: ; | 


turn ¢ r¢ ' ber thee tale vie ay of Pepshcberys ; siternative wa 
weve ial nr ; titte rer wurvtry Li } 4) i, 4%) T hat 
rev rw agen Porte } sp? tive tat that a slterTrmative mal wa er 


x? | grr cope ’ ‘Lis $5) live | eeetend “whats vw ii Rawe th 


tinwe * lea “wrth Tanaemoe rm errvethe the pent atc owl tO Pye 
trateen ally wmportant canal In March 1960 Brucker and Herts 
ry ved the derext ’ f PPPegyrcys ote relathuu with Panama hy 
mwrenimM na @ pont ys oram ¢ reve? ofr ; t the lanermermer 

‘ mul ow ire berry? Prwervin rw Ta eal that ‘ er ant 
rd fer towek the forma te mxessary toward of prowe 1 relatew 
we hve hve bered wengyt rybwer 1 Om thot tre Tee emmerman tlag 


be varced shoemeede the US flee mm the C anal Zam (M48@ 82 


r) The ew Vanamarman (arwenrnenernt ‘i? Robert ( hua 

“pre oi grate it s’ ’ lors ft , we ben too ancl 
+? ' ' it ' * tity rg of fiw Pry ‘ 
ow " ; ; : , 7 ' > r¢* 1a _ sty« 














‘ee 


Paraguay 





S3ayva* 


Ops tte 
wi NSmDlAY 


Pu ” ee 


wre ma 


‘Av Use ww? 


or 


s168"7 


ax 
- 














‘DECLASSIFIED FOR PUBLICATION 
FORE IGN RELATIONS OF THE UNITED STATES 


S IV7RYR COS TCOT WOR AUG 91 1306 18) banse tet 08/23/91 


Paraguay 89 


rather than te Paraguay, even though the latter had no dealings 
with any Communist states The Department of State's response 
was to put forcefully to Paraguayan officials the position that ef- 
forts to play East vs West were inappropriate 

On September 25, 1958, Sapena met with Rubottom in 
Washington (PA-7) The atmosphere was cordial The Foreign 
Minister stressed Bolivia's support for the United States especial 
ly in terms of air bases should the United States desire that Ru 
pottom emphasized the need tor Paraguay to eliminate the “au 
thoritarnan” character of its government and stressed that the 
Amerian press reterred to Paraguay as a dictatorship For hes 
part, Sapena again complained of US aid to Paraguay s nemesis, 
Bolivia, while Paraguay preserved a more staunch anti-Commu 
mist posture Rubottom reassured him that military aid to Bolivia 
was minute, that the system of inter-American guarantees made 
unthinkable any aggression by Bolivia, and that economic assist 
ance to that country had to be seen in the light of a larger effort 
to aid the whole regional economy and shore up the tree world 

A year later, Ploeser, close to the end of his tour, could state 
that the United States had been successful in stabilizing, the local 
economy and nurturing Paraguayan trendship tor the United 
States (’A-8) He was also able to say that no endorsement had 
been made of the Stroessner regime, but had to admit that pres 
sures to move the government toward greater political liberalism 
had not been measurably successtul The United States, he re 
minded the Department, could only urge strongly, it could not 
intervene 

In September 1960, l’loeser's successor, Henry Stimpson 
came to Washington for talks and met with Assistant Secretary 
of State tor Inter-American At.aus Thomas C Mann (P’A-12) 
Sumpson felt that “the troublesome stigma of dictatorship of the 
Stroessner government notwithstanding, the United States should 
pursue a policy of working with the [Stroessner] regime In ad 
dition, the United States should press for free elections and a 
generally more liberal atmosphere in Asuncion Leftist infiltra 
tion would have to be prevented, he said, but once that threat 
was curbed, the US Government should urge l’araguay to 
reduce its armed forces and use the manpower thus liberated for 
projects such as road building and maintenance The Paraguayan 
economy by and large was in dismal shape, said Stimpson and 
Mann agreed that the United States would have to continue to 
help 
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US Relations With Peru 


Note The parenthetical citations are to the numbered docu- 
ments in the text 


US relations with Peru during the last 3 years of the Eisen- 
hower administration were dominated by Peruvian requests for 
economic and financial assistance and by Vice President Nixon's 
visit to Bogota in 1958 and Prime Minister Beltran’s visit to 
Washington in 1960 For the most part the relationship was cor- 
dial and noncontroversial 


FOREIGN RELATIONS OF THE UNITED STATES 


In May 1958, as part of a general trip to Latin America, Vice 
President Nixon visited Peru. He presented President Prado with 
1 letter trom President Eisenhower in which the US. President 
expressed his admiration for Peru's progress in consolidating de 
mocracy (l’E-5) Untortunately, the Vice President's visit did not 
go smoothly Crowds of students prevented him trom visiting 
San Marcos University, and he was pelted with stones in the at 
tempt An unscheduled stop at the Catholic University proved 
more successtul, but his talks with Peruvian leaders on the coun 
trys economic difficulties resulted in no definite agreement for 
US assistance (PE-8, 9) In his analysis of the visit, Ambassador 
Achilles reported that a weak national government had hoped to 
strengthen its position by the Vice President's stop at Bogota, 
but the senousness of the anti-American demonstrations had 
shocked and embarrassed the government The Ambassador 
noted further that anti-American sentiment and resentment of 
the United States were passions that existed just below the sur 
face in Peru, and commented on the ease with which the small 
number of Peruvian Communists had been able to stage the 
demonstrations (PE-10) 

Peru's quest for economic assistance, which had begun in 
the talks with the Vice President, continued in June with an ap 
plication to the Eximbank for loans (PE-12), but the shaky eco- 
nomic situation in the country was exacerbated in September 
when President Eisenhower informed President Prado that the 
United States was imposing quotas on lead and zinc imports, two 
of the leading Peruvian currency earners (PE-15) Not surprising- 
ly, this action caused strong resentment in Peru (PE-16) 
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By the end of 1958, the situation in Peru had deteriorated 
further During his visit to the United States in October Foreign 
Minister Barrenchea stressed his need to return to Bogota with 
specific evidence of US willingness to assist the country (I’t- 
18) While Assistant Secretary of State Rubottom expressed his 
sympathy tor Peru's plight, he told the Forenn Minister that he 
could not give such a commitment particularly in the torm of 
credits. Peruvian requests for loans, however, were more success 
ful In 1959, despite an initial cold reception by the Development 
Loan Fund, Peru was granted a $4.5 million loan (PE-23) 

At the same time, Prime Minister Beltran proposed a mayor 
series of steps to deal with the country’s econom« and tinancial 
ditficultes The plan, which was discussed with Secretary of 
State Herter in August (’—E-27), received a very sympathetx 
hearing in the United States In 1960, the I’rume Minister spent 
nearly a month on the United States lobbying on its behalf He 
received an attentive hearing trom President Eisenhower on June 
9, although the President remarked with some asperity that US 
assistance was not appreciated in Latin America (PE-42) A tur 
ther meeting with Under Secretary of State Dillon on June 21 
garnered his support (E43) By the end of 1960, largely be 
cause of the impression Beltran created, the International Bank 
tor Reconstruction and Development, the Export-Import Banh 
and the Development Loan Fund had granted loans to Peru total 
ing over $80 million (I’E-1, 45) 
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Uruguay 


US. Relations With Uruguay 


Note The parenthetical citations are to the numbered docu- 
ments in the text 


US. relations with Uruguay during the tnennium, while ex- 
periencing a surprising downturn at the start of the period, im. 
proved greatly atter a change of government in Montevideo at 
the beginning of 1959 

in March 1958, Assistant Secretary of State Rubottom noted 
“It is paradoxical but true that with no country in the hemi- 
sphere do we have more difficulty in our relations than with 
Uruguay—traditionally the most stable and democratically -ori- 
ented nation in Latin America” (UR-1) 

The problems, in considerable measure, stemmed from the 
increasingly bad state of the Uruguayan economy The United 
States felt that Uruguay had to come to grips with its own sad 
plight tor which it was itself almost solely responsible: (UR-2) 
The United States was concerned and willing to help, but as a 
tirst step Uruguay had to restrict imports and balance its budget 

Vice President Nixon's visit in April 1958 was regarded as a 
distinct success in smoothing ruffled feelings, as he promised 
that the United States would not intervene in the case of Ameri 
can meatpacking plants recently expropriated by Uruguay (UR- 
3) Later, the Uruguayan Ambassador told Secretary of State 
Dulles that his country bought from the United States 44% times 
what it sold there The severe imbalance of payments forced 
Uruguay to seek sales of its goods to the Soviet Union which in 
turn attempted to impose further demands in return for the pur- 
chases US efforts to help by providing loans and removing 
high duties on wool tops, a key Uruguayan export, proved un. 
successful 

General improvement in relations began with the advent to 
power at the end of 1958 of a different faction of the ruling Na- 
tionalist Party, one which tavored agricultural interests This was 
perceived as a necessary first step in developing agricultural ex- 
ports, which would produce the foreign exchange necessary for 
Uruguay to acquire essential imports The prospect made the 
Embassy in Montevideo generally optimistic about the future of 
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relations (UR-9) Early in 1959, it proved possible for the United 
States to remove its troublesome countervailing duty on Uru 
guayan wool tops (UR-10), and an aura of good feeling permeat 
ed the bilateral relationship (UR-13) 

By 1960, US preoccupation in the area with the threat of 
Fidel Castro was more and more evident: Uruguay was sympa 
thet but unwilling to concede that Cuba represented a hemi 
spherx problem any more than did the Dominican Republic 
(UR-14, lo) 

Nevertheless, the US -Uruguayan relationship could only be 
described as very cooperative, in no small measure due to the 
change im government in Uruguay The local economy, although 
somewhat stagnant, was basically prosperous (UR-15) In the 
realm ot politics, the United States felt that it could count on 
Uruguay's support in the world arena This was a soothing con 
sideration, since that country maintained its longstanding reputa 
tion as the best small country in the Western Hemisphere demo. 
cratu, enlightened, and progressive As the pernod drew to a 
close, the International Monetary Fund, with US support, 


agreed to assist the Uruguayan economy by extending a $30 mil 
hon loan (UR-17) 
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US. Relations With Venezuela 


Note The parenthetical citations are to the numbered docu- 
ments in the text 


The overthrow of Venezuelan dictator Marcos Perez Jimenez 
on January 23, 1958, ushered in a more hopetul period in Ven- 
ezuclan politics The United States, although it had maintained 
friendly relations with Venezuela during the Perez period, swift- 
ly recognized the new interum government on the grounds that it 
was in full control of the governmental machinery, enjoyed wide 
popular as well as military support, and had pledged to hold free 
elections as soon as possible (VE-1) At the same time, the 
United States admitted Perez in accord with its customary prac- 
tice of receiving exiled Latin American leaders “in the absence of 
extraordinary circumstances,” just as Romulo Betancourt, a Perez 
opponent and leader of the Aceon Democratua party, had been ad. 
mitted when Perez took power (VE-2) In elections held in De- 
cember 1958, Betancourt won a near majority of the vote and 
took office as President of Venezuela in February 1959 

The United States tundamentally approved of the Betan. 
court government Support deepened as Betancourt gradually 
emerged as a leader of the anti-Communist left in Latin America, 
and thus potentially a solid counterweight to the steady leftward 
march of the Castro government, which took power less than 2 
months before Betancourt’s inauguration in Venezuela Nonethe- 
less, there were sharp contlcts between the two nations over 
several issues, chicf among them petroleum and the status of 
former President Perez 

One of the last acts of the interim government was to raise 
taxes on petroleum This act had worldwide implications because 
it effectively exceeded the 50-50 split in revenues between a 
host country and international oil companies which had become 
the norm since the late 1940s While the United States vigorous- 
ly protested, neither the interim government nor Betancourt re- 
scinded the action (VE-16 through 19) 

In March 1959, President Eisenhower, by an Executive order, 
made mandatory a previously voluntary oi! import control pro- 
gram This action was the result of lowered worldwide demand 
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tor onl and was an attempt to protect the interests of US domes 
tx producers (VE-21) Although Venezuela did not lhe the 
ation, it did not formally protest (VE-22) Venezuclan patience 
was turther strained when the United States, through a techn 
cality, exempted Canada from the operation of the quotas (VE- 
22. Jo, 28) It was the US wiew that this loophole had little 
xtual deletenous effect on Venezucls, since increased shipment 
ot Canadian ol overland to the United States would help to 
maintain Canadian waterborne imports of Venezuclan oi (VE- 
29) At the end of 1900, President Enxenhower, at the urging of 
Secretary of the Interior Fred Seaton an over the protests of the 
Department of State, made a change to the Executive order 
giving Seaton power to adjust oil imports more closely to domes 
tk consumption, thus posing the possibility of turther reduction 
in Venezuela's sales (VE-53) 

Whule ensisting on US treedom of action with regard to the 
ol quotas, US officials gave some thought to means of assisting 





Venezuela economically With its large revenues trom oil, Ven 
evucla was not as starved tor foreygn exchange as many develop 
ing countries Nonetheless, Venezuelan reserves plummeted in 
1958. 1959 on response to decreasing worldwide demand for oil 
the same consideration which led to the tightenmng of US 
import quotas —and Venezucla was toned to declare quantitative 
restrictions on luxury items, and eventually full exchange con 
trols The United States supported these moves as well as Ven 
evucla’s uncreased willingness to work with the International 
Monetary Fund (VE-38, 39, 47) The Department of State 
worked to keep technical assistance programs alive, while the 
Embassy urged toward the end of 19060 that if Venezuela's inex | 
pernieme in applying for assistance made it impossible for it to 
meet normal economic criteria, then assistance should be provid 

ed on political grounds (VE-36, 37, 47) 

Peres residence in the United States was deeply resented by 
Venevueclans, and may have stimulated some of the violence 
which marred Vice President Nixon's trip to Venezuela in May 
1958 In March 1959, the Immigration and Naturalization Service 
issued an expulsion order against Perez, who then pursued legal 
remedies The Department of State acquiesced in the ruling, but 
its officials complained that the Department had rot been con. 
sulted (VE-24) In August, the Venezuelan Government informed 
the Department that it would ask for extradition on charges of 
murder and embezzlement, and late in the month US authorities 
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carned out 4 preventive arrest Veresucla tiled a tormal extradi 
thon petition in September, and extradition procedures were com 
pleted in August 1903 

One of President Betancourt’s overnding objectives was to 
taliy hemisphere opimon against Generalissimo Hector Trupllo 
Mohaa of the Dominican Republi, who had harassed him and 
other democratn: leaders in exile and who was probably behind 
an assassination attempt against Betancourt in June 1960 In 
August 1900, Venezucla succeeded im obtaming 4 unanimous 
vote at the Sixth Meeting of Consultation of the American Min 
ters, held on San Jose, Costa Rica, condemning Dominican acts 
of aggression and intervention The Foreygn Ministers resolved to 
break diplomat relations with the Domunkan Republic and also 
to unterrupt partially economn relations with it (VE-43, 46) 

The United States, while supporting these mutiatives, vigor 
ously urged Betancourt to combine i.s mutiatives against Trujillo 
with somiar actions against Fidel Castro of Cuba With equal 
tormness but in a trendly spirit, Betancourt consistently refused 
these requests In the words of Ambassador Sparks, “Tresident ts 
convinced Venezuclan people are on his side om this matter and 
trom standpomt his own personal honor he cannot enter into 
any acton against Cuba until Trupllo regime os forced out of 
power (VE-41, 49, 51) Betancourts refusals did not lessen the 
US tendency to regard bum as a natural leader un the developing 
ant: Castro struggle According to Sparks “He stands for what 
we stand for He recognizes the dangers of Castrowm and can be 
counted upon to assist on blocking its spread He has come long 
way om berg able be openly critual in his November 1 [1960] 
speech fon] what ms happening in Cuba” (VE-47) Thus, as the 
pened drew to 4 close, the to countries had overcome of par 


tially dealt with several hurdles and were considering how tres 


could be turther strengthened 














TEs 


‘OECLASSIF IED FOr PUSL I CATION IN 
FOREIGN RELATIONS OF THE UNITED STA 


S PO ese CFOWOT WOR AL) OL 1900 12) pense tet ae rerer 


Index 


Editor. Note The reterences in this index are to document 
numbers Each document ts numbered within each compilation 
with particular pretixes These pretixes are as follows ETA US 
regional economn polices, BL Bolivia, CI! Chile, CO Colomtua 
CR Costa Rea DR Dominican Republi, FC Eowador, ES FI 
Salvador, GT Guatemala, HA Haiti, HO Honduras, HU Nica 
ragua, ('M Panama, l’A Paraguay. PE Peru. UR Uruguay, and 
VE Venezuela 


Abbes Garcia, John, DR. 1 
Achilles, Theodore C  ETA.M, 30-37, 39-41, 43 
Peru, PE.4, © 8-11. 15, 19, 24-25, 27-28, 32-33. 3S MO, 43-45 
Acly, R Austin, 'M-15 
Acosta, Eduardo, VE-11 
Act of Bogota Sr Bogota meeting wide Organization of Amer 
can States Committee of 2) 
Adauw, Charles W. Ir ETA-17 18 
Adams, Sherman, BL.10 
Atrwa, ETA-S. CHS, 7, GT-8, HA 10, 13 
Agrwulture, US Department of ETA 49, C0) 12 
Aguilar Mawdsley, Andres, VE-14 
Aguiluz Orellana, Marcial, CR-28 
Agurcia, Juan, HO. 18 
Aiken, CO).25 
Alegria, Julio Cesar, N1.22 
Aleyos, Carlos, GT.29-30, 32, 41-42 
Alews, Roberto, GT-3, 15-16, 18 
Alessandn Rodriguez, jorge, CH-6, 8.16, 18, 23, 25.37 
Algrant, Victor, CH.27 
Allen, George V. CR.21, GT-4, PM.17 
Allen, john, 'M.39, 43 
Allen, Ward Tl’, EC .16 
Allende, Salvador, CH.4, 6, 8 
Alonso, justo M  UR.® 14 
Alvarado Puerto, Andres, HO-1, 8 12, 18, NI-2-3, 5, 22 
Alvarez, ES.23 
Alvarez Calderon, Alfredo, PE-11 
Alvarez Plata, Federico, BL-1, 5, 24 
Alvarez Restrepo, Antonio, CO-8, 12 


97 


























‘OECLASSIFIEO FOR PUBLICATION IN 
PORE IGN RELATIONS OF THE WHITED STATES 


S Dy7ee CFOROT WOR ALG) OL LO 04) penne cee cer reres 


98 Index 


Anderson, Robert 8 ETA-52, CR-15. le, DR-19, BS.32. °M.17 
43 UR-o VE-53 
lLatm Amerna, US economa ad to. ETA-8-10, 19, 21, 30-32, 
* 44-40, BL-lo, Th-44, UR-® 
Andrade, Vxtor, BL-8, 11.12, 25.26, WO, 37, 43 
Antantana, CHM 
Antillon Hernandez, Col Carlos S$. GT-©, 12, 14. le 18 
Aragon, Dons TT. OR-21 
Aramburu, May Gen l'edro bugemo, IR. le 
Arana, Col bramimo, GT-24 
Arauyo, Manuel, FC 25 
Arcaya Rivero, Ignacio Lun, HA-17, VE-30 
Ardon bernandez, Col jose Enrique, GI-1 
Areeda, hal, VE.53 
Arenas, love Lun, GT-21 25 
Arevalo, Juan jose, GT-14, 22, 24, VE-22 
Arey. Hawthorne, It 45. UR-S 
Argentina (wr ale Latin Amernwa), ETA 15, 17. 28 BL 32, CH.29 
41,00) 12, BS-42, UR-@ VE 1S 
l'eru, FC .10, 20.23 
United States, relations with, ETA 2. 13, 27, 29 BL 17, CHLIS 
Arguello, Fernando, NI 22 
Anas, Ru ardo M.1!M.& 24-25, 58 
Armfett, Carl, DR.1 
Army, US Department of the CR 10, I'M 39 
Arnold. Eltung FTA & 12 
Arovermena, lose, PC .23 
Arosvernena Monroy, Carlos Julio, FC 15 
Arroyo Torres, Ledo, UR-14 
Asenso Wunderlah, Julho, GT.3-4 
Ashworth. lack, I’. 39 
Atom Energy Commiemon (APC) I'M] 41, 43 
Atterberry, Phul R, ETA.12 
Atwood, Rollin S$, ETA-7,. GT-10. le, 20. HA-®, 10, 20, 25. 27 
Aurand, Capt, [M.17 
Austria, ETA.27, FS.M 
Ayulo, Enrique, PE-11 


Baggett, Samuel G , CR-6, 15, 18 
Baguidy, joseph, HA.28 

Bailey, Frederick |, Ir, CR-29 
Baird, julian B ETA-8, 12, PE-1 

















OfCLASSIF ICO FOR PvSLICATICON IN 
PORE IGN RELATIGNS OF THE WHITED STATES 


S D9e9e OPOTVOL WO AL) OL Th8 8S) pensaces eer rere 


Index 9 


Baker, lasper, HO).17 

Balaguer, Joaquin, DK -6, 12, lo 

Barall, Milton, ETA-53. BL.35. 87, 40, CO-37, GI M. 87. HA 
27, 29, HO).20, PA.-11 

Barbot. Clement, HA.4. 14. 17 

Barteeld john DD. DR-7 

Barnes, Donald F. 'b-48 

Barnes, Robert G. bC.1 

Baron, Sydney, DR-1 

Barrau lelaez, Manuel, BL 5 

Barras, Gonzalo VE. 28 

Bartwh, Carlt. VE.1. 10 le 18 78.29 

Baruch, Bernard, hC 18 

Batlle, howe, UR? 

Hatile Berres. Laws, UR.2.3. 9 12-15 

Battle Ihanez, Jorge, UR 13 

Batlle Ibanez, Lun, UR 14 

Batlle Pacheco, Cesar, UR-14 

Beale, Wilkeon TM. Ir ETA 22. VE 48 

Becher lLofttuelt EIA 5S VI 

Belgeum, & TA.27 

Belize we Britesh Honduras 

Bell. john O ETA.3S, 40, BL 41, CO)-25, WO SE, 82. 88 M4 TA 
10, 7M .15. TEM 

Belton, Wilham, CH.1, 5 

Beltran tspantosw, edro, [E-.7, 11, 13, 24.27, 2% WW, BL. MOMS 
59.40, 42.45, 49.50 

Bendtelit lauregui, Manuel, ETA.53, 6.T. 90. M 

Bennett. Eimer FF. VE.53 

Benson, Evra Taft, 43 

Bern bhenmweyer, Fernando, Tt 1. 4.7. 12. le 21, 25. WW. 32-3, BS 
40 42 

Bernardo Flores, HE. VE.27 

Bernau, Vhylle DD, DR .2 

Bernbaum, Maurwe M. CO.4-5. BC-7, 23-24. PA-S 7 UR-DS 
6 VE.5. 8 16-18 

Bertens, bugermmo, CH.15 

Betamourt, Romulo, ETA-41. GI-22. MA-11, 17. NEL, VE-13 
16 

Cuba, VE.25, 45, 51 
Dominican Republic, DR.19 21, 25.26, VE.15, 20. 25, 41, 44 
46, 51 

















. ©) 


PORE IGN RPELATICNS OF THE WHITED STATES 


OSCLASSIF IED FOR me.I CATION 


S De7ees CFT WO ALG) OL LEO 07) pense eee om rere 


100 Index 


Betamourt, Romulo  ¢ onfrrurd 
Domunnx an Republa  ( onfrrmed 
olitxal stuation, VE.15, 25. 28, 47, 49 
US eonom ad, ETA-23-24, VE-28 
US enport restrations, VE.22, 25, 28. 32 
Bittermann, Henry |, ETA-8, 12 
Blak tugene KR ETA 3.31. TR 44 
Blanchard. Lows F. HO)-o, NI-11 
Blanchet, lules, HA. Jo 
Blanchet. 'aal HA Jo 
Blew Clareme! FIA 12 
Blowers. Ceorne A. UR-S 
Boggs. Hale HO) Jo 
Boggs, Manon W DR.10, 19 25 
Bogley, Samuel, (1. 1h 
Bogran, Lun, rH) 3 
Bolwia (wr ale Later Amern a), BL. 32, CH 29 
Foonomn stausation, FTA 28 BL.1, 3.25 © 31 38. Me 
horeign private investment m, BL.1 6. 8 15 le M 
Inter Amercan Development Bank, ETA 15. 41 
olittx al stuaton, BL.1-5, 14, 24-25, 31-32. Me 43 
Sowret hoc, relatrons with, BL. 1. 26, 28 34. 35.47 42 


Statulization program, ETA.27. BL.1-3, 5. 9% 11-15, 17 
23.4) 


Lnvted States. relateom with, BL. 1. 5-9 18.1% 25 Ww 


US economw ad to. ETA-.2. 4. 13. 28 B.1.2, 4. %-10 


PA.1.67 
Development Loan Fund, ETA 13, BLS. 7, 12, 15 
(ame & Co tax woowe, BL 2S 
loltxal wtuation and, BL.1, 24 


Statihzathion program and BL.@ 11.15. 15. 17, 20, 22 


43 
State-owned enterpriees, BL-©-7, 12, le, 26, 28 29 
17, 40-41, 43 


US muletary ad to, BL.2 15, PA? 
Bonhomme. Froest HMA 1S 17 18 23 
Bonsal, Philig W, BL.2, 5-7, 9 11-13, le-17, DR. 
Boonstra, Clarence A. TA.10, 12, UR-#&. 17 
Borbon Castro, jorge, ETA-5SO, CR.2. 5, 26-27 
Bowles, Chester, "55 
Boyd, Aquilino, 'M.25 


> 
| Ma 
aa. 45 




















iN 


COECLASSIF IED FOR MVEL ICATIGN 
PORE 1G RELATIOCONS OF THE WHITED STATES 


~ 


_— 


=~ 


~ 


over, Hherwe, HA. Je 

raden, Spruille, CO). 1 

yaeden, Gen, 1M!.43 

ramble, Harlan’) VE. 22. 25. 53 

rand. Vance, ETA ® S31. EC 18 PM. 1° 2 ’A.10. TR 44-45 
UR 

‘ Laten A i) EIA s ¢¢)-] LR ‘ 
hi .10, 20-23, FS M. 4, 

inter Amercian Dewelopment Bank ETA 10. 15, 17-18, 26 


lresue © Leretwe Hil of 





So7eoe CFO T HO ALG, 9) Lh Oi 89) ferea eee ae pee 


Index 101 


1 werateon Tar Armern a ‘i at tIA 48 CH MPA 
| rete State relatoonms with ETA 2 } Mid (4.4) 





rewster, Robert Th 44 

ges Wilhham T. BL.2. Cf 31 32. VEST 

made. Robert, VE .15 

Vilo MPR 21 

tuh Honduras, (.T 4-8 

ber Wilber MPM 1° 2 ’ J8 435 40 43.50. 52. ™ 
' Viuakom Ht rhs 

hanan Wilew IT Ir. @,] 





slonger, John MOVE. 2 

Anas lorge ETA ' 
ytrage, \ apt bS 
Te UR 





ithe Adm Arlengh \ ‘ | ‘~ 
wrt. Robert | mw } 


hurt } ie ( iH 24 


whs Robert 1" & 
ws. Charles R 140) le 181° 21. UR 
thr CH 


yell Gen Charles PDR 19 FS 42. 6,71 

shot, John M_ ETA-12,C0)-1, 3-4 10-15, te-17, & 

she, Ralph, 'M.8 

sidera, Raphael, VE.15 

sideron Cardia, Ratacl Angel CR .@. 10 

slderon Moreno, Alfonso EC @ 

slhoun, John A. ETA.2° GT.13. 24. NI 10. 1M.18, 44, 45, 51 
asllander. CL. ETA-®. 12 

lle, Caen, EC 24 


aT Es Manuel ( R.2° 








- 
—_ 7 . 
* 
— 4 
. - 
_ 
* 
al . 
: eel 
- ~ 
™ - a 
. 
” _— 
- . 
7 _ - 
pd —_ 
- = ‘ . 
. - 4 
- s a 
— 
o -_ = _ > . 
a —— _ 
~~ = < > 
~ -_- S — - 
> - , e > = 
al > 
- - _ 
- uti =" - 
8 - ind = > 
. ’' = 
~ . - 
- f > _ eo - —_ 
- - = : S . - y- a 
_ - pa e 
a“ . ~ ’ - ~ F 
°. a » . a ‘ - , _ . , 
. ~ ~ nd - - a . ~d . 
* - 7 “a -— —_ ==» 
a 2 a 
= os - -_ . a ¢ —= ’ = 
= » —_ > ~~ = - > 
a —— ~ “ 7 - - 7 ~ _— 
~ ~ ” < - ® e » - e - _ . es : St Pia . = s on - 
: > = - - wy _ ind ~ < > ~ ~ - ~- 
= J J _ “ ” 
* - 7 7 > = '. + > ~~ = ”_ 
as -~ - : a = - 7 7 Z - 
> - _ - > > —_ _ > = a 
- = - = a = . y= - - . - ~ * _ 
_ -~ =o a @ = — . ; £ . -_<« ; pa 
a 5 ae - - a ~ c 
= 7 > 
. ~ - ae = _~_—_— << « > 
“a = 
. = “ - = a <_ & = 
; . - - =< 
o - ’ 
- s 7 
. . “ . _ = al . = = ay eS ° - — —_ ~ - - 
‘ ~ = = - ~ - 
™ . " . = . « - - - - - 
7 - - _” - a os 


S34vVi8 GRAIN Be 2O SO AVIS NOI eee 
Ni NDIAWO!I Wirt &@Dy O81 418SV 1990 





S I9TRIR OLLICOTWOR-AUG-9L- LE 06 44) beusa net of 25re1 


Index 103 


Central America (see alo Latin America, ondioidua! countries) 
Central American Bank for Economu Integration, ETA-S1, 53 
54, ES 21, #0 
Cuba, relations with, CR-23-24, 28 
Inter-American Development Bank, ETA-18 
Milton Eisenhower tip, ETA-7, CO-1, CR-6-9, FS 2, 5-6, GI 
8, 24, HO-3, NI-4, 7-9. PM-3, PA-7 
Regional economic integration proposals, ETA-7, 25-26, 51, 
53.54, ES-2, 5-6, 21, WO, GI -1o, NI-8 
US economic aid to, ETA-7, 25, 50-51, 53-54, ES-21, 30 
Central American Bank for Economu Integration (CABEL), ETA 
51, 53-54, ES-21, 30 
Central Intelligence Agency (CIA), DR-5 
(hatardet Urbina, Luis, VE-32 
Chaplin, Maxwell, FS-14, HO-15, 17, 19-21, P'B-47 
( haufournier, Roger, PE-7, 12 
Chavez, Nutlo, BL-1 
Chian, Roberto F, 'M-47, 59, o1, 63 
Chile (se alo Latin America), ETA-17, CHE7, EC 10, 20-23, FS 
42, VE-13 
Fconomu situation, ETA-28, 41, CHI-9- 10, 12.13, 15, 25 
United States, relations with, ETA-3, CH-1-6, 8 20-21, 27.28 
1 33.35 FS-1 
US economic aid to, ETA-2, 4, 41, CH-10, 26.27, M 
Chinese People's Republic trade and, CH= 24 
Development Loan Fund, ETA-13, CH-S, 13, 17, 22 
Disaster reliet, ETA-35, 37, 41, 44, 47, CH-37-41 
Stabilization program and, ETA-27, CH-10-17, 19, 23, 36 
US military aid to, CH-27, 29, 31, 34, PE-4 
China, People’s Republic of, ETA 3-4, CH-6, 24, 36, FC 23, ES 
1,34 
Chiriboga Villagomez, Jose R, EC-10-11, 14, 17-18, 22-23, 25, 
’E-52 
Clark, Gen Edwin N., DR-16-17, 20, 24, 28 
Clark, George Junn, BL-17, 30, 32 
Clulow, Carlos A, UR-15, 17 
Coerr, Wymberly DeR . BL-34, CH-25, CO-25, 2), 32, FS-40 
GT-42, PE-33, 42 
Latin America 
United States, relations with, BL.19, EC -23, ’'E-3o 
US economic and military aid to, ETA-41, BL-3, 12, 22, 
CH.38, CO-31, 33-3, PE-35, VE-52 


‘DECLASSIFIED FOR PUBLICATION 
FOREIGN RELATIONS OF THE UNITED STATES 

















“DECLASSIFIEO FOR PUBLICATION 


FORE IGN RELATIONS OF THE UNITED STATES 


S 297898 OF 12001 KOR AUG 91-1306 44) fansa tot o8/25/01 


Cohen, Alexander A, CR-21 

Colmenares, Adolfo, GT-20 

Colombia (se ale Latin America), ETA-5, CO. 30, DR-22 
Economic situation, ETA-28, 41, CO-3, 5, 7-8 
Political situation, CO-8, 10, 12, 15-19, 26, 39 
United States, relations with, CO-9 13-14. 23, 27-34, 37, EC 


US economic aid to, ETA-17, 27, CO-6-8, 12, 20-22, 25, SI, 


US mulitary aid to, CO-3, 7, 24, 26, 33. 0A, 38-39 
Conger, Clement E, VE-1 
Congress, US , CH-2, 26, 31-32, 35, CO-33, HA-14, PM-52 
/ucts ot 





Index 


7, 'M-48 
Church closings, CO-1, 4. 7, 11-12, lo-17 


5 


Agricultural Trade Development and Assistance Act of /954 
(PL s#480), ETA-4, 27, CH-5, CO-6, CR-10, EC-2, 6, 
8, PA-3, PE-3, 35, 38, UR-1-2, 9 

American Republics Cooperation Act (I'L 8e-/75), ETA-48, 

Appropriation Act of (934 (PL a2) VE-1 

Battle Act, CH-6-7 

Buy American Act, ETA-40, VE-11 

Cooley Amendment Se Agricultural Trade Development 
and Assistance Act of 1954 ahov 

Detense Production Act of 7950 (PL 774), CH-20-21, CO 
37 

Export-Import Bank Act (PL 774), ETA-46 

Federal Employees Salary Increase Act of /958 (P-L &5-4e2), 








’M.13 

Inter-American Development Bank Act (I? L) 86-147), ETA 
24 

Mutual Defense Assistance Control Act, /95/. See Battle Act 
above 


Mutual Security Act of /454 (PL o6s), BL-2, CO-39, EC 
11, HA-10, 21, PM-15 

Mutual Security Act of /95¢ (P.-L) 720), HO-2, PM-3 

Mutual Security Act of (958 (PL 85-477), EC-11, PM-15 

Mutual Security Act of /960 (PL. s¢-472), ETA-5S4 

PL #6-76, EC-11 

PL #e-/78, EC-11 

PL #o-s9%, GT-25 

PL #6735, GT-31 











‘DECLASSIFIED FOR PUBLICATION 
FORE IGN RELATIONS OF THE UNITED STATES 


S 297898 O11 WOLWOR ALG 91 1406 40) fense tenet Ony25re) 


Index 


Congress, US — ontinwed 
Acts of —¢ ontinued 
Reciprocal Trade Agreement Act, PM-8, VE-5 
Ship Loan Act, PL as-si2, CO-24, PE-14 
Sugar Act of (948 (PL se-se2), CO-37, CR-23, 25, GT-25, 
PE-41 
Tariff Act of 7930 (PL te/), UR-o 
Trade Agreements Extension Act of (955 (PL s4-io), ETA 
4 
Trade Agreements Extension Act of 7958 (PL) sS-ose), I'M 
8 
McClellan Committee Sw Permanent Subcommittee on Inves 


tigations of the Senate Committee on Government Oper 


ations below 
Permanent Subcommittee on Investigations of the Senate 
Committee on Government Operations, BL-25 
US economu aid to Later America, ETA-20-21, 24, 31, 33-35 
37, 39-41, 44-48, 50, 55, CO-25 
Connally, Tom, HO 22 
Conover, Harry, ETA-13, BL 9 GT-10, 11, HA-8 
Considine, Robert, ’E.43 
Constant, Victor Nevers, HA.2 
Convention of Mexico City, CR-3 
Cooley, Harold D, CR. 26, DR-25 
Copete Lizarralde, Ignacio, CO-8, 22, ETA-17 
Corcoran, Thomas G , GT-29 
Cordero Crespo, Gonzalo, EC -15 
Cordova, Gen, ES.29 
Cordovez, EC -7 
Costa Rica (ve alo Latin America), CR-3, 5, HA-15, VE-13 
Cuba, CR-23.24, 29, GT-37, 9 
Economic situation, ETA-.28, CR-3, 5, 9, ES-5 
Nicaragua, relations with, CR-3, 19, 286-29, NI-1-3, 5-0, 14-16 
Political situation, CR-1, 3, 5, 20-21, NI-1, 21 
United States, relations with, CR-3-13, 15-19, 21, 23 
ES-1, GT-37, 39 
US economic aid to, ETA-13, CR-3, 5, 9-10, 14, 21, 23, 
Costanzo, CA, BL-17 
Costanzo, Gesualdo, I’A-11 
Coughran, Thomas B, ETA-12, CR-9, ES-2, GT-8, PE-1 
Council on Foreign Economic Policy, ETA-5 
Crespo, Morales, VE-11 























S_ 297898 OF 14001 KOR AUG-91-13.00-48) paxse tent 08/23/91 


106 Index 


Croizat, Col Victor, HA-9 
Cruz Salazar, Col Jose Luis, ES-1, GT-1, 3, 5, 28 
Cuba (vr alw Caribbean situation, Cuba and Cuban subheadings under 
other subyects, Laten America), ETA-10, 28, 33, 49, 55, DR-25, 
PE-47-48 
Central Ameria, relations with, CR-23-24, 28 
US. policy toward, CH-32, ’E-43 
US sugar quota cut, CO-37, CR-23, 25-20, DR-25, EC-14, 
GT-25, PE-41, UR-15, VE-45 
Culley, Perry H. EC-1 
Cumming, Hugh S, Ir, DR-18, 29, EC -23, ES-30-37, 40, GI-37 
Cutler, Robert, ETA-30, 41, 49, EC-17-18 
Czechoslovakia, BL-1, 33, 3o 


FOREIGN RELATIONS OF THE UNITED STATES 


1) Antoni. Thomas SS, HO-20 
Dalponte, Mario, ETA-50, 53 
Darby, Harry, VE-20 
Dasso, Andres, PE-7 
Davila, Celeo, HO-1, © 
De Arteaga, Diego, UR-15 
De Galindez, Jesus, DR-1 
De la Guardia, Ernesto, Jr, VM-1, 3-4, ©, 11-12, 22, 47, 59-00 
De Lavalle, Juan Bautista, PE-16-17 
De Moya, Manuel A, DR-5-6, 12 
De Sola, Rene, VE-14 
Dearborn, Henry, DR-12-13, 26-28 
Declaration of Solidarity for the Preservation of the Political In- 
tegrity of the American States Against the Intervention of 
International Communism. See Caracas Resolution under Or 
ganization of American States 
Defense, US Department of, CO-3, CR-3, EC-1, ES 41-42, GI 
20-27, VE-12 
Haiti, HA-2, 4, 18 
Panama, 1'M.19, 29-32, 39 
Peru, PE-25, 33 
Dejoie, Louis, HA-4-5, 11-12 
Delgado, Enrique, NI-18 
Delgado, Pedro Abelardo, ETA-50-51, 53 
Delgado Barreucche, Rafael, CO-8 
Delgado Chalbaud, Col, VE-31 
Delgado Yrigoyen, Javier, PE-37 
Deneke, Rolando, ES-25, 43 


“DECLASSIFIED FOR PUBLICATION 




















"DECLASSIFIED FOR PUBLICATION IN ; 
FORE IGM RELATIONS OF THE UNITED STATES 


S. 297898 OF 1 SOL NOR AUG-91-13.06 SO) barsaten o8/29/01 


Index 107 


Denmark, ETA-27 
Dennison, Adm , GT-30 
Dennison, W Ellery, HA-8, 27 
Desinor, Clovis, HA-26 
Development Loan Fund (DLF), ETA-2-4, 6, 25, 31-32 
Bolivia, ETA-13, BL-5, 7, 12, 15 
Central America, ETA-7, 53-54 
Chile, ETA-13, CH-5, 13, 17, 22 
Colombia, CO-7, 21, 35, 306A, 37 
Costa Rica, CR-3, 9, 23, 26-27 
Ecuador, EC -o, 8, 18 
El Salvador, ES-1-2 
Guatemala, GT-10-12, 15, 18-20, 29 
Haiti, HA-1, 3, 8, 17, 20, 23, 25 
Honduras, HO-3, 21 
Inter-American Development Bank and, ETA-8, 11-12, 15, 29 
Inter-American Program tor Social Development and, ETA-34, 
36.37, 39-40, 44-45, 49 
Nicaragua, NI-22 
Panama, ETA-13, 'M-20, 35, 03 
Paraguay, PA-1, 3, 7, 8, 10 
Peru, PE-17, 23-24, 27, 35, 44. 45, 47 
Uruguay, UR-1-2, 4,9 
Venezuela, VE-37 
Devine, Frank |, CO-36A, 37, DR-28 
Dewey, Thomas E , VE-20 
Diefenbaker, John G, PE-43, VE-26 
Diez de Medina, Fernando, BL-32 
Diez Delgado, Gustavo, EC.13 
Diez, Julio, VE-16 
Dihigo, Ernesto, HA-17 
Dillon, C Douglas, ETA-5-6, BL-25, 35, 37, CH-o, CO-35, VE 
39, 44, 49 
Central America, ETA-7, 25, 51, 54, ES-8, 13, HO-7 
Inter-American Development Bank, ETA-8-12, 14-16, 19, 22, 
O, 32, 41 
Political situation, DR-9-10, 19, 22-23, ES-8, 13. 21, 31, NI- 
is 
United States, relations with, ES-31, 42-43, HA-18, HO-13 
Trade relations with, ETA-1-3, CH-35, UR-6, 10, VE-29, 
48, 53 




















“DECLASSIFIED FOR PUBLICATION 
FORE IGN RELATIONS OF THE UNITED STATES 





S J97RSR OL LOCO WOR-AUG 91 1406 52) persed o8/25yer 


108 Index 


Dillon, C Douglas — ontinued 
Inter-American Development Bank-— ontinued 
US economic aid to, ETA-2, 7, 13, 31, CO-Z1-22, EC-18, 
GT-11, 29, HO-10, ’'M-o3, PE-13, 23 
Agrarian reform and, CO-25 
Disaster relief, CH-37 
Inter-American Program for Social Development, ETA-33 
37, 40, 42-46, 48-50, 55 
Political situation and, GT-34, 40 
Regional economic integration proposals, ETA-S1 
Stabilization programs and, BL-13, 20, 23, CH-11, 17, HA 
10, PE-26, 44, UR-1, 5 
State-owned enterprises, BL-16, 26, 34-35, 37 
US military aid to, CO-38-39, BC-1, 11, GI-14, 26, HA-21, 
PE-30, VE-12 
US private investment in, ETA-52, CR-15-16, HO-20. I’E 
50 
Panama, 'M-17-18, 35-36, 44-46, 48, 57-58, 60, 63 
Veru-Ecuador border guarantee, EC-17, 20 
Regional economic integration proposals, ETA~-7, 25, 51, 54 
Doering, William F, ETA-8, 12 
Dominican Republic (ser ale Caribbean situation, Latin America, 
Dominuan Republi subheadings under other subrects) 
Economic situation, ETA-28, DR-21-22, 29 
Foreign intervention, DR.1, 7-8, HA-15 
Haiti, relations with, DR-1, HA-11, 21, 25-26 
OAS discussion of, CO-32, DR-11, 14-15, 20, 23, 25-30, HA 
15, VE-20, 28, 40, 42-44, 49 
Political situation, CO-32, DR-7, 9-13, 15-16, 18-21, 26-29, | 
HA.25 
Trujillo trust proposal, DR - 16-17 
United States, relations with, CR-9, DR-1-6, 10, 21, 25, 30 
US policy toward, DR-9-10, 14-16, 20, 22, 24, 27-28 
Venezuela, relations with, VE-13, 15, 25 
Donahue, ETA-26 
Donalson, John, HO-21 
Donhauser, Robert, HA-12, 16 
Donnelly, Dixon, ETA-40-41 
Dorr, Robert |, CH-5 
Dorticos Torrado, Osvaldo, PE-47 
Douglas, James H.,, Jr, + V-32 
Downs, Donald P., ES-16, 17, 23, 30, 35, 39 























“DECLASSIFIED FOR PUBLICATION 
FOREIGN RELATIONS OF THE UNITED STATES 





S.- 297R9R OLLT COT WOR-AUG-91- 13.06 $3) Pensa tent ons 25/e9 


Index 109 


Drake, R, CH-S 

Dreier, John C , ETA-17-18, CR-21, DR-14-15, 23, HA-1le, HO- 
4,7, ?M.-14, PE-48 

Drew, Gerald A, HA-1, 4-5, 9 11, 13, 14, 15, 17 

Dreyfuss, John T., EC-22, 25 

Dulles, Allen, DR-1e-17, 19, ES.3e-37, 40, GI-1. 30, HA-24, 


’M.33 
Dulles, John Foster, ETA-5, 48, CO-10, DR-10, GT-o, 'M-3, 8, 
20, VE.19 


Latin Amerua 
United States, relations with, ETA-1, CH-3, CO-14, CR-2, 
DR-2, 5, GT-2, 4, HA-2, VE-5S, 11, 14 
US economic ad to, ETA-11, BL-3, CH-12, GT-13, HO-1, 
?M.2, PE-1 
Duran, EC -7 
Duran, Luis M, BL-o 
Duruz, Willis F, BL-10 
Duvaher, Francois, HA-2, 4-7, 11, 13-14, 17-18, 20, 23-27 
Duvall, BL-25 
Duvigneaud, HA-5 





Eakens, Robert, CH.5, 15 
Eaton, Samuel D, CH-12, 17, 19 
Echandi Jumenez, Mario, CR-1-10, 12, 15-17, 19-20, 23-29, ES-1, 
NI-1-2, 21 
Echegoyen, Martin R., UR-9, 14 
Ecuador (we alw Latin America), ETA-15, 28, ES-34 
Cuba, EC -16, 23 
Peru, relations with, EC.10, 17, 19-23, PE-8, 37, 52 
Political situation, EC-15, 23.24, PE-43 
United States, relations with, EC-3-7, 12, 14 
US economic and military aid to, EC-1-2, 6 8-9, 11-13, le, 
18, 24-2: 
Edwards, Lt Col Spencer P’, Jr, CR-21, 29 
Eisenhower, Dwight D., ETA-8, CH-29, 36, CR-17, ES-6, UR-17 
Cuba, CO-29, DR.25, PE-43, UR-17 
Inter-American Development Bank, ETA-19-20, 23-24, 31, 
CH-30 
Latin America 
Political situation, CO.29, DR-16-17, 19-20, 22-23, 25, ES. 
13, 32, GT-36, 42, 46, HA-6 

















‘DECLASSIFIED FOR PUBLICATION 


FORE IGN RELATIONS OF THE UNITED STATES 





S$. 297898 OLTSOL KOR AUG 9L- 1400 SS) bansa tent nszerer 


110 Index 


Eisenhower, Dwight D — ontinued 
Latin America— ontinued 
United States, relations with, CH-4, CR-2, EC-3, ES.28, 33 
34, 40, 42, HA-25, HO-22, PE-5 
Military missions, HA-2, 18 
State visits, FS-4, 6, GT-2, 4, HO-13 
Trade relations, CH-3, 30, 33, 35, DR-25, 30, PE-15 
US economu aid to, BL-10, CH-1lo, 18, 37-38, 40, GT-31 
32 
Inter-American Program tor Social Development, ETA-33 
34, 38.99, 45, 47-48, 55, GT-13 
US mulitary aid to, BL-2, CH-29, CO-39, FC-11, HA-21, 
rA.9 
Laten Ameria trip, CH-28-30, 32, ’E-37, UR-12-14 
Panama, 'M-4, 11-12, 17-20, 22, 20, W, 35-30, 40, 43-45, 48 
49, 52, 54.58 
Eisenhower, Lt Col John SD, CH-40, DR-8, 11, ES-13, 1°'M-17, 
2o, 52-53, UR-13-14 
Eisenhower, Dr Milton S, ETA-8-10, 19. 25, 42, CO-7, CR-o 
ES.5.0, GT.4, 'M.19 
latin America trips, ETA-7, CO-1, CR-6-9, ES-2, 5-6, GT-8 
24, HO.3, NI-4, 7-9, 1M-3, PA-7 
El Salvador (wr alw Latin America), FTA-17, 28, ES-9, 12 
Politecal situation, CR-5, ES-7, 13-15, 18-23, 25-32, 37, 39, NI 





21 

Regional economic integration proposals, ETA-o, 25, ES.2, 5-6 
21,5 

United States, relations with, ETA 25, ES-1-6, 11, 28-29, 31 
37, 39-44 | 


US economic aid to, ES.1-2, 23 

US military aid to, ES-1, 7, 10, 16-18, 23 
Eleta, Fernando, ETA-S0 
Eliecer Caitan, Jorge, CO-39 
Eliot, Theodore L., Ir, ETA-40, HO. 20 
Ellis, Athol H, HA-9 
Ernst, Morris, DR-1 
Erravuriz, Juan, CH-36 
Escalante Duran, Manuel G , CR.25.27 
Escamilla, Col Alberto, ES.29.30, 39 
Escapini, ES.23 
Espaillat, Arturo, DR-1, 6 
Espinosa, EC .7 














‘DECLASSIFIED FOR PUBLICATION 
FOREIGN RELATIONS OF THE UNITED STATES 





S 297898 OF PSO WOR ALC) 91 1306 S57) bensanes ons2ere 


Index 111 


Espy. James, UR-2 

Esquivel, FS-19, 23 

Estep, Hunter L, CR-21 

Estrada, Pedro, VE-3, 8, 10 

Export-Import Bank, ETA-3-4, ©-7, 21, 25, 27, 29, 31-32, CO 

sOA 
Bolivia, BL-8 
Chile, CH.10-13, 19, 24 
Colombia, ETA-.27, CO-7-8 2 
Costa Rica, CR-3, 10, 14, 26-2 
Ecuador, EC -2, 6, 8 
Cuatemala, GT-8, 18-20, 29, 31 
Haiti, HA-1, 3, 8, 27-29 
Honduras, HO-.20 
imer-American Development Bank and, ETA-8-9, 12, 15, 20 
21. CH.30 
Inter-American Program for Social Development and, ETA M4, 
44. 46, 49 

Niucaragua, NI-12, 17, 18 
Paraguay, PA-3. 4 
leru, VE-1, 7, 12, 13, le, 18, 23, Je, 27, 29, 35, 44, 45, 47 
Uruguay, UR-1-2, 4, 5, 8, 9 
Venezuela, VE.12, 28, 37 


Falcon Brceno, Marcos, DR-8, VE-17, 20, 28, 30, 38, 42, 5O-SI 

Falla Caceres, Ricardo, ES.27, #0 

Fartans, Lacayo, NI.17 

Farland, Joseph S. DR-1-3, 6, 8 11, 15, 22, PM-49, 53, 55, 58 
59, 62, VE.32 

Farley, Philip |, !M-17 

Fausto Fernandez, Jul, ES. 20, 23 

Favell, Thomas RK. CR-15, lo, HA-® 

Feldman, Arthur W . CR.20, 29 

Fernandes, Francisco, GT -30 

Ferrero, Romulo, ’'E-12 

Fignole, Daniel, HA.11, 13 

Figueres Ferrer, Jose, CR-9-10, NI-2, 12, VE-15, 25 

Figueroa, Eduardo, CH-15, 17, 19 

Fimbres, Rudy V, ETA-41 

Finch, David, BL-17 

Finkel, Jay, ETA-12 

Fischer, Carlo L, .®%.2 




















S Pe? eee OF 0 OF ALG 91-190 89) farsa re ree 


112 Index 


Fishburne, John |, ETA-20, EC -7 
Fisher, Allan], ETA-8 

Fitch, May Gen Alva KR, ES-41 
bitzCerald, Dennis A, ETA-15, BL-41, CO)-25, VES 
Flemmung, Arthur 5S. 1°'M.17, 43 
Floete, Franklin, "M17 

Flood P'M.49 

Flores, Oscar, NI.2. 5 

Foley, Emulo, ’'t.24 

Folsom, Victor, HO).17 

Forexgn Operations Admunstration (MOA) ETA 54 
terero, Col Hernando, C0).10 

Forten Magana, Rene, £5.27, 
Frame, ETA.27 

Franco Holguin, jorge, CO) 22 

Frank, Isaiah, ETA-25, FS-S-0 

Frank, john joseph, DR.1 

Franklin, Albert BIL HO.-14 
Frondizs, Arturo, CH 31, EC .20 
Fuentes, Gen Hugo, VE.13 

Fuentes Mohr, Alberto, ETA.50.51, 53 
Fuller, Col Enrique, ’'—E 51 

Fullgratt, URS 

Furth, | Herbert, ETA.12 





E 
: 
a 
F 
5 
: 
: 
: 
; 
é 
g 


OECLASSIFIED FOR PUBLICATION IN 





C.aither, Gen Ridgeley, 'M.49 

Caliah, GT.24 

C.allegos, Romulo, VE.42 

Gallo Porras, Luis, (E-12, 19 

(,arcia Bauer, Carlos, GT. 3-4 

Carcia Coranados, jorge, GT-6, 18 

C,arcia Salas, Jul Prado, GT.20 

Gates, Thomas S, Ir, DR-19 EC 13, ES-32. 41, GT 4. #9 
lanama, 1'M.17, 32, 43, Se 

Gawt, John L ETA-25, HO.2, 4. 13 

General Agreement on Tariffs and Trade (GATT), ETA-25. 26, 

mM .21, UR.1 
Gerber, Anthony, HO.21 


Gerberich, Albert H_, CO-3-5, 15, 17, 19, 23, 37 | 


Germany, Federal Republic of, ETA-27, BL.34, 40, 43, CH-25, | 
EC .7 
Giardino, Alfred, HO.17 














DECLASSIFIED FOR MBL ICATION 
PORE (GY FELATIONS OF THE WrlTED 


STATES 





S Po wee OF bet wm AL Gs OT Th OD) bewea cee Gey rere 


Index 113 


Cal Borges, jose, VE 31 
(Jennan, '™!.17 
(jower, Ratacl, ETA-17-18 
Canitrey, Kuchard A, CR-10, 15, 19%, 25, GTM, NE-21-22 
Colby. Ralph, HO.21 
(amnes, Laureane, CO).10. 19 
Cawney Arenas, Gen, CO)-12 
Comes Flores, Manuel, NI o 
(aumey Millas. luan, CHS 
(amzales, (.T.10 
Ceanraler, Alberto, CO. 2e 
Canvalery Segus, Carlos, G.T 15, 18 
Conzales Segus, Col jose Ruben (,T-18 
(auuipaster, Brg Gen Andrew |. FIA 22. 45, CH.29 * 22 
tS.M. 42. CG T-13 
Domnnxan Republi, DR.17, 22.23 
Panama, 1.4. 17-18, 20-21, 32. M, 43, 51, 55, O35 
(codwon, Walter P. CM.27 
Cardon, Nathan, CR-4, 6, 1! 
Carman. Kenneth MH. HO) 2o 
Correll, Juan L. ETA-48, C,T-18, 22. 27, 28, 29° 
Cau, Miguel, [F-4, le-18, ©. 33, 47 
(sauett,. Hector A. UR-14 
(aay, Gordon, ETA.3, DR.10. BS. de, 1°'M.17 
(aay, Robert K ™M!.17, 41, 44 
(aay, Wiham FF. BL. 2° 
Green, (M51 
Creen, Howard Charles, [E45 
(neve, 1't SO 
(wards Herrero, Tomas bederno, CR-S 
Cuatemala (wr ale Laten Amerwa), ETA-25, CO-18, DR-1, ES-S 
M4 G16? 
Cuba, GT-22, 24.91 
tconomen situation, ETA.28, £S.5. GT-5, 8 12, le 
Political sttuation, GT-1, 3, 5, 8 15, 18, 33, NI-21 
Foreign intervention claims, GT.22, 24, 35.37, 39.40, 42 
US ad request, CR.28, G1 .35.37, 39, 42, 46-47 
United States, relations with, CH-S, BS-1, GT-2-4, @ 12, 2! 
22, 24-25 
US economic aid to, ETA-4, 13, 31, 46, GT-4-5, 8-13, lo, 18 
20, 24, 28, 1-31, 43 
Political situation and, (1.29 M, 40 




















OECLASSIF IED FOR PVSLICATIGON 
PORE IGN PELATIONS OF THE UNITED STATES 


S POTWHE CLD DOD wm ALG, 9) Lf OK) pense tee ee zerer 


114 Index 


Casatemala ¢ onfrurd 
US mulstary aed to, FS.1, GT-4, 12, 14, 17-18, 26-27 
US private investment in. CR.o, GT.9, 29 

(wevata Arve, Walter, BL.12, 25, 28 

(wevata Serna, Ernesto (Che) I't-44 

(urney.€ C0) 14 

Cmsteerrez Cawnes, lowe, © 0). 4. 25 


(wynn. S.22 27. 3 


Haahr, ETA.52 

Hadraba ETA.206 

Haedo, Eduardo Vator, UR-9, 14, 17 

Hagerty, lames © . CH. 28.30, GT-42, 1°] 17, UR- 14 
Haider, Mahael L. P't-.2! 

Haght, HW. VE le.17 


Harts der ale Canbbhean etuatron. Laten Amerna) 


Domunmcan Republx. relations with DR-1, HA-I1, 21, 25 


tconomn wtuateon, ETA-28 HA? 11. Je 
boresgn wntervention om, HA-o. 11, 15-16, 21, 26, VE.20 
Voltxal wstuateon, DR-9.10. 19 HA-4 5. 10.14, 24, Je 
United States. relatons with, HA 1-2. 4. 7, 15-1e, 18, 21 
US eonomea ad to ETA 4. 15. 27. HA-1, 3, 8&9, 12 
19.20, 22-25. 25-29 

US mulstary and to, HA-8.9% 12, 14 21-22 

Hammond, Henry 5. HOTS. 17 

Hianes. john Wott. VE 2S 

Hardy, Royce, "M43 

Harley, Charles KR. CH-12, C0). 25. HA-® 

Harlow, "M43 

Harr, Karl G. M17, 43 

Harrengton, Juhan F. 'M 4-6, & 10, 12-13. le, 18, 21-22, M 

4° 

Harrison, Fausteno, UR. 14 

Harrison, Harlan A. HA.25. 2° 

Hart, ETA.40 

Harvey, Bartlett, ETA-8, 12 

Havlik, Herbert, PE.7, 12 

Havelett, John ©. ES.23 

Havera, jorge, CR-5 

Hearst, Wilham Randolph, Ir, PE.43 

Heath, Edward, VE.48 

Hewml, Col, HA.17 


i4 




















DECLASSIFIED FOR FUEL ICATIOCN IN 


roe 1G FPELATIC€NS OF THE WHITED STATES 


Hemi. Alton ETA 41 
Henderson, Horace, © \) 25 
Henderson, Loy TPM.45. VE 4! 
liertert, Raterd, CH.15 
Herman, Stewart, €¢0) 1 
thernandes Altrede ETA 53 
Hernandes Voho, Alfrede, CR.2 
hHiernmden Ruhard Mo NI 2} 
Herrera, belpe ETA 17-18 MO. 41 
blerrera. Laws Alberto UR ®@ 
bherreta Baer. Torte DR 4 6 
Herron bran W FIA 4s 


lierter, Chretian A. EIA Je €40) 8 S% CR 18 FE 10. QI 
‘SS 40 29. 17™ “ 
( anbbheun etuatron €0) 28 €.T w& 1 ~ 4. HAS io TM 
la Vi 
(wha CH 42.00) 20 GT 31 UR ITS. VES 
) ' Repul! (¢4).42 DR lo 18 » 4 vi 
i 
Leyte Arve m Dewelopment Bank FIA 14 . 
Laten Amern a 
i th al setuats IK je 18 HM 1 7 “ H1A 
‘> 8. VI 
L meted State wlahom with ETA 1 &S 28 38 4 ' 
41.4.1. 2 WA-2S. 10) 18 22 VE 2 28 SS 
buenhower trop, C14.28 30. 32. UR-12, 14 


Trade relatroms © 14-21. PC .14. VE 2 

US eonome ad to, ETA. 2¢@ BL.22.25 0-41.00) 31.G 
28. 43. HA-12, 20. 27. 29 PAS UR-4 

Inter Armerx an Trogram tor Social Dewehomement. ETA 


wasd 
11'S ewhterw oad Cedar Cavan tg PA -@ TF ) 
\} 
Panama 'M.4. 6 11-12. 14 199-22 24 4 4 s 49 
6) & 


Hixkenlooper, Bourke FTA 49 

Hidalgo, Carlos Fo HO) 

Miedon Charles F ETA 53. CR.26 §S.27 S51. 88-40. 48. GT 
41. 45. $40).17. 1¢ NID 

bliggrims FTA.S3 

higgins Herbert N HA 27 

Milbek bederno Th 7 














i 


DECLASSIFIED FOR MEL I CAT ICH 


UNITED STATES 


roORe 1G FELATIGCONS OF Tre 


~~" eee a wim Alits 


lilo Indes 


'ersea teee oe DUe 





hill, john ©. fy, DR-9 14-15. 24.65 8 HA-12, VE-4I 
Hhiiten, Ralph PA-1 
Hinwess, bduarde BL-o 8 1) 
Hors hort, Ralph ETA ® 
hHoegh leo A CH 217M™ i 
lHloghlend lohan S TW EIA a 
ti mix lohan LEC. 1 
hiddand Henry F. BL.le Tt 4, 
hhowman tbugene. Vi le Is 
hoot Pat CH De 
4 i Vt 4s 
Honduras (ur ae Latem As FTA 28. 41. 5S ‘4 
Nn araeua. relatoms with 1) * 181° NI ® 1-1 
le Z 
tha tuatowowr \ i) io 9 1 
Regrnonal momen mterrat progersa TA © 25 FS | 
teal St ete relatos with §) 4 | i353. 18 
economn aid to, ETA MOP al | 
mulvteary aed t tS rH) ia (lle 
private onvestment ( i) 
L tt Machel Lamartonen 1tA 
lHlooker blohn 5S. ETA-12 
L Herbert, 1% le 
blowe, Feeber ETA mM 4 
e (nH 2.1 ' 74 \e 
bHhowe, Walter, CH. 1 
4 ns Uhre. Canllermo TH i * 
htoyt, Henry A. ETA.7.¢,1T 8 UR 
‘4 Wiliam I NI 
i mel |i &C.17.18 
btints bree mn btdmund ¢ TA @ THA 
lhaney del Campo, Gen € art (if ‘ tS 1 
r1A & 
lrvge L john |. VE. 38.98 42 5, 
institute of Inter Amernwan Attars (11AA) ETA.40. FC 18 
Inter Amerwan Detense Board (H.-S, FC .@ 
inter Amernan Development Hank (LAL) ETA i 6 81a 


HK. 


lr 


i¢ 24. 20. 5D-3S 4) 


+ 


via HI $0 4) 


ter .t.. rh an ‘rogram 


17, 40-41, 44-45, 48 


1 HL 12. ¢,T-@ te 


Sensual Ty velopment and FTA M4 


i¢ 18 














“DECLASSIFIED FOR PUBLICATION 


FORE IGN RELATIONS OF THE UNITED STATES 





S297 898 OF SOO] WOR AUG SL LEOR Sh) pense tent os/25/01 


Index 117 


Inter-American Development Bank — Continued 
Location of, ETA-23-24, VE-25 
Operation Pan America proposal and, CH-30 
Paraguay, PA-12 
Inter-American Geodetic Survey, CR-10, 29 
Inter-American Highway, CR-3, 5, 9-10, 14, 21, GT-8, 18, 20, 
HO.-1 
Inter-American Peace Committee See under Organization of 
Ameri an States 
Inter-American Program tor Social Development, ETA-33.40, 42 
50, 55, CH.40, CO. 30A, HA-29 
Inter-American Treaty of Reciprocal Assistance (Rio Treaty), 
(947 CO-28-29, CR-24, ES-7, GT-37, NI-11, lo, PM.-14, 
VE-20, 51 
Interwor, US Department of the, CH-2-3, 5 
International Bank for Reconstruction and Development (IBR1)), 
ETA.3-4, 6-7, 9, 21, 31, 44, 51, 53, CO-30A 
Bolivia, BL-5S, 30 
Chile, CH.17, 26 
Costa Rica, CR-3, 9-10, 14, 25 
Ecuador, FC -8 
Cuatemala, GT-5 
Haits, HA-1 
Honduras, HO. 3 
Inter-American Development Bank and, ETA-8-9, 12, 15, 30, 
CH.30 
Nicaragua, NI-12, 18 
Paraguay, P’'A-8, 10 
Peru, PE-2, 7, 23-24, 44 
Uruguay, UR.1, 9 
Venezuela, VE.28, 37 
international Coffee Convention, ETA-4, CO-5, 7, 17, 30, GT-8 
16 
International commodity agreements, ETA-3-5, BL-12, CH-5, 
CQO.5, 7, 17, 30, 37, CR-3, GT-8 
International Cooperation Administration (ICA), ETA-7-8, 52-54, 
CH.27, CO-30A, DR-1, PA 12, UR-1 
Bolivia, ETA-27, BL-10, 13, 15, 22-23, 26, 29, 32, 41 
Chile, CH-10, 27 
Cvlombia, CO-36A, 37 
Costa Rica, CR-9, 11, 19 
Ecuador, EC -8, 18 




















‘DECLASSIFIED FOR PUBLICATION 


FOREIGN RELATIONS OF THE UNITED STATES 


S D97ave OF DO) WOR ALG) 9!) LE O8 SS) pense tet onrzsrer 


118 Index 


International Cooperation Admunistration —( ontinued 

bl Salvador, ES-16-17, 23 

Guatemala, GT-8-10, lo, 18, 20, 29 

Haiti, HA-3, 8, 10, 22, 27 

Honduras, HO-1, 10, 21 

Inter-American Program tor Social Development, ETA-37, 40 

41, 49.50, 55 

Nu aragua, NI-8, 12 

Panama, 'M.-3, 36, 39 

Peru, (E-13, 44 

Venezuela, VE-3o, 47 
International Court of Justwe (1C]), CH-29, HO) 18-19 22 
International Development Association, ETA. 40 
International Finance Corporation, ETA-o, VE-37 
International Labor Organization (ILO), CR-10 
International Monetary Fund (IMF), ETA-4, 9 21, 27, 

3A, CR-3, ES.9 GT-29. HO-4, NI-18 

Bolivia, BL.1, 11-15, 17, 20, 22-23, 43 

Chile, CH-9-15, 17, 19, 23, de 

Colombia, ETA-27, CO-22, oA 

Haiti, HA-1, 10, 19, 20, 27 

Paraguay, ETA-27, PA-1, 8 11 

Peru, PE-1, 26, 29 

Uruguay, ETA.41, UR-1, 5, & 18 

Venezsuela, VE-39, 47 
International Tin Council (ITC), BL-12 
Intriago Arrata, Federwo, EC -4, 6-7 
Investment Guarantee Agreements, ETA-52 
Irwin, John N, I CO.39, ES.42, GT.260-27, HA-7, 1'M-7, 15, 28, 

VE.48 

Israel, ES 34 
Italy, ETA.27 
Ivovich, Esteban, ETA. 26 


CW) 


“J 
— 


Jacobsson, Per, PE-1 

Jarmeson, John K , PE.50 

Jamison, Edward A. VF 40-41, 49 
Japan, ETA-27 

Jimenez de la Guardia, Adolfo, CR-9 
Johnson, Gerald, 'M-43 

Johnson, Lyndon B, CO.-18 
Johnson, Robert H_, ES.32 




















‘DECLASSIFIED FOR mueL ICATION 
FORE IGN RELATIONS OF THE UNITEO STATES 








S 97898 OF 02 008 AUG SL LIOR SO) pense tet O8/29/01 


Index 119 


Johnston, James KR, CR-21 

Johnston, lohn W, Jr, GT-34, 40, PE-45 
Joint Chiefs of Staff (JCS), DR-2, ES-30 
Jones, Edgar, CH-15 

Jones, Marton, ret .21 

jJumelle, Clement, HA-4, 13 

Jurgens, Carlos, PE-7 

justuxe, US Department of, DR-1 


Kalyarvi, Thorsten V 
bl Salvador 
Pohtx al situation, ES-8, 13, 15, 18-20, 23, 26 
United States, relations with, ES-1, 5-6, 10, 17, 31, 35, 43 
Kannenberg, Hollis, VE-18.19 
Katsainos, Charles, CH-27 
Kearns, Henry, ETA-12 
Kebreau, Gen, DR.1, HA-4 
Keete, Roger, HO-21 
Ketauver, Capt KR. HA-16 
Kendall, David W , 'M.17, 43 
Kennedy, John F., ETA-40 
Kenworthy, EW, ETA.29 
Kerr, ’eyton A, ETA-S2 
Kevorkian, Arthur G , ETA-8 
Keyes, Cmdr Thomas E, DR-1 
Khrushchev, Nikita S, GT.24 
Kimball, HA-#8 
Kimmel, Roy |, CR-21, 28 
Kincaid, Grover, GT.10 
King, Bayard, ETA-7, GT-10, 12, 13, 14, le-17, 18, 19 
Kirchhott, D 1, HO.20 
Kirlin, ETA-52 
Knight, Robert H. ES.36, 'M.28.29, 31-32, 39, VE-52 
Koenig, PE-42 
Korp, Ralph V, ETA-8, 12, CH-19 
Kramer, Villagran, GT-24 
Krebs, Max V. GT-42, PM.-19 
Krieg, William L., CH-15, 27, 29-32 
Kubitschek de Oliveira, Juscelino, ETA-48, CH-30, DR-16, PA-7 
Kuchel, Thomas H_., ETA-27 
Kurdas, Kemal, PA-8, 11 
Kybal, Milic, ETA-26 























“OECLASSIFIED FOR PUBLICATION 
FOREIGN RELATIONS OF THE UNITED STATES 


S. 297RYR OL R007 WOR AUG 9113.08 57) banse tent 08/23/01 


120 Index 


Kyle, Joseph B, ETA-53, BL-41, CO-39 


Labor, US. Department of, CH-21 
Lacarte, Julio A, UR-1-2, 4-5, 8 
Lacayo, Chester, NI-22 
Later, Horacio, EC-20-21 
Lainez, Francisco, NI-18 
Land, Jay W_, PE-37 
Lane, Samuel O., BL-35, EC -23, 25, PE-5 
Larrabure, Hipolito, PE-7, 12 
Larrazabal, Adm. Wolfgang, VE-3, 13, 15, 20 
Larsen, Roy FE, CR-21 
Lary, Hal, ETA-8, 12 
Latin America (ve alo Caribbean situation, Central America; md 
vidwa! countries) 
Agrarian reform, ETA-34, 41, CO-25, 31 
Arms control, CH.29, 34, CR-3 
Chinese People’s Republic, relations with, ETA-3-4, CH-6 
Political situation, ETA-33, CO-12 
Regional economic integration proposals, FTA-4, 6-7, 25-20, 
51, 53-54, CH-S, ES-2, 5-6, 21, 30, GI-lo 
Soviet bloc, relations with, ETA-1-4, 6, BL-24, CH-5, CR-21, 
EC .23, GT-5, UR-1 
United States, relations with 
Ant Americanism, BL-12, CH-5, CO-9, EC-19, 23, PE-8, 
VE-9-10, 13, 16, 22 
Eisenhower trip, CH-28, 28.30, 32, PE-37, UR-12-14 
Nixon trip, BL-5-9, 12, CH.5, CO.9, EC-3-7, NI-4, 7, PA-1, 
PE-S-6, 8-11, UR-2-3 
Venezuela demonstrations, VE-9-10, 13, 16, 22 
Trade relations, ETA-1-4, BL. 37, CH-20-21, 30, 33, PM-8 
US economic aid to (ve ale Inter-American Development 
Bank), ETA-6-7, 27, 31, 41, BL-10, 12, CR-10 
Inter-American Program for Social Development, ETA-33.- 
40, 42-50, 55, CH-40, EC .18 
Latin American positions, ETA-4, 29, 42, 48, BL-12, 24 
Loan policy, ETA-2-4, 13, 29, 31 
Operation Pan America proposal, ETA-48, CH-30, PA-7 
US. military aid to, CR-21, PE-22 
US. private investment in, ETA-2, 52, EC-5 
Law of the Sea Conference, DR-1, ES-1, GT-4 
Lechin Oquendo, Juan, BL-1, 14, 43, PA-7 























"DECLASSIFIED FOR PUBLICATION IN 
FOREIGN RELATIONS OF THE UNITED STATES 


S. 297R9E OL2WO] NOR AUG) 91 1S O08 SK) bans tent ony25/e1 


Index 


Leddy, John M, ETA-12, 14, 18, 43, BL-23, CR-1e, EC 
UR-10 

Leggett, Herbert B, CR-5, GT-10, 17, ?M-2, 8, 18 

Lemnitzer, Gen Lyman L., GT -42, VE-20 

Lemus, Lt Col Jose Maria 
Milton Eisenhower visit, ETA-25, ES-1-2, 4-0, 10, 17 
Political situation, ES-8 15-14, 16, 19-20 23, 25, 39 

Lennartson, Nils A, ET .-12 

Lenzen, TL, VE-18 

Leon Valencia, Guillermo, CO-19 

Lightner, E A'lan, VE-1 

Lindsay, David, CR-4, 11 

Linville, Francis A, PE-7, 12 

Litsey, Weldon, CO-3 

Little, Edward S,, DR-5, EC-17-18, 24, HA-1, lo 

Lleras Camargo, Alberto, CO)-10-12, 15-20, 25-35, JoA, 8 

Lleras Restrepo, Carlos, CO-19 

Llosa, Adm. Luis Edgardo, ’E-18, 30, 37 

Lodge, Henry Cabot, CR-21 

Lodge, John Davis, GT-.3, PM.-17, 43 

Lofton, Harry M,, OR-7 

Lombardo Toledano, Vicente, VE-28 

Long, Lt Col Luther F ES-41, 1'M-39, 40, 53, 54, 57, 58 

Lopez, Alfonsito, CO.19 

Lopez, Col Oswaldo, HO-4 

Lopez Ayala, Gen, ES-17, 22, 26 

Lopez Contreras, Gen, VE-13 

Lopez Hennquez, Gen Josuc, VE-13, 34 

Lopez Herrarte, Marianao, GT -3-4, 15 

Lopez Mateos, Adolfo, GT-14 

Lopez Pumarejo, Alfonso, CO-8, 19 

Lugo Marenco, Juan Jose, ETA-50, 53, NI.18 

Luongo, N. CH-S5 

Lyle, Vernon J], PE-37 

Lynn, James A, ETA-18, 21, PA-10 

Lyon, Cecil B, CH-1 


Machado, Pino, NI-22 

Mack, Victor A, ETA-8, 12 
MacKenna, CH-12 

Magloire, Paul E., HA-5, 10, 26 
Magnani, Gen Enrique, UR-14 























r 
E 
a 
ry 
F 
‘ 
3 
8 
6 
$ 
z 
Y 


“DECLASSIFIED FOR PUBLICATION IN 


S 297898 OFF MO] KOR-AUG-91-13.09-02) faxsaten of 20/01 


122 Index 


Mallory, Lester D.. ETA-34, CR-19, ES-14, HA-25, NI-22, PE-33, 


VE-39.40 
Guatemala, GT-7-9, 11, 15, 18-20, 24, 29 
Panama, 'M-28, 34, 60 
Mann, Thomas C., ETA-5, BL-35, 41, CR-15, EC 
28, 29, 39, 43, GT-37, HA-10, PA-10, ’E-5S0, 
Cuba, CO-35, GT-39, NI-23, VE-25 
Dominixan Republic, CO-32, DR-27-28, VE-42 
Inter American Development Bank, ETA-10, 12, 
41, VE-25 
International commodity agreements, CO-18, 23 
Latin America 
Economic situation, CO-8, VE-25 
Political situation, ES-14, 22, 27 
25, PE-48, VE-25 


United States, relations with, FC .23, ES. 32 
VE-20, 25 
Trade relations, ETA-1, 3-4, 6, CH-21, GIT 
11, 15, 34, 38 


20, 21, ES-21, 
VE-.26, 35, 49 


lo, 18, 22, 25, 


, 31-32, GI-34, 40, 42, HA. 


37, 44, UR-6, 


21, 25, VE-S, 


US economic aid to, ETA-6, BL-43, CH-17, CO-31, CR-26 


27, GT-32, 34, 40, HA-25, PA-12, UR-8 


Inter-American Program tor Social Development, ETA-34, 
P 


3.37, 39-40, 49-50 
State-owned enterprises, BL-1o, 20, 40 
US military aid to, CO-33-34, PE-30 
US private investment in, HO-15, 17, 20-21, 
Panama, 1'M.56 
Regional economic integration proposals, ETA-25 
Mansfield, Mike, ETA-26, CH-21 
Marget, Arthur, ETA-8, 11 
Mariaca, Enrique, BL-o 
Markski, HA-29 
Marroquin Rojas, Clemente, GT-18, 20 
Mars, Lous, HA-6, 15, 17 
Martin, Edwin M,, ETA-52, PE-44 
Martin, William McC, Jr, ETA-8, 12 
Martinez, Roberto, HO-4 
Martinez Laenz, Alejandro, NI-22 
Martinez Montero, Lt. Homero, UR-12, 14-15 
Mason, Norman, PM-17 
Matthews, Col, ES-30 
Matthews, Herbert L., CR-21, PA-7 


VE-1lo, 18-19 


26, 51, 53-54 














“DECLASSIFIED FOR PUBLICATION 
FOREIGN RELATIONS OF THE \*#i;: TED STATES 





S 297898 OF F102 mOR- AUG) 91 1) 0904) pense tet erie 


Index 123 


Mau, Frank A. ETA-48, CO-30-M 
Maverick, Albert, HO-17 
Mayne, Alvin, PM-3 
McBride, Felix, GT-18 
McCabe, Edward, 'M-43, 51 
McClellan, Andrew, HO.-15, 17 
McClellan, Chad, PM.-17 
McClintock, Robert M, VE.27 
McCone, John A, 'M.-17, 43 
McConkey, Dale, HO.17 
Mcintosh, Dempster, ETA-7, 12, CO.26, 28M, 35, 30A, CR-9 
ES.2, GT-&, 10 
McKibbun, John, 'M.43 
McLamn, W Douglas, Jr, FS.2 
McLean, Allan F,, Jr, PE-S1, VE-S2 
McPhee, '™M.17 
Medina Angarita, Gen, VE.13 
Mena Salazar, Jorge, CO-12 
Menapace, Robert B, ETA-30, T'A-4 
Mendez Montenegro, Marw, GT-1, 5, 24, 35 
Mendivil, Mario, ETA-17 
Merchant, Livingston T , DR.9.10, ES.32.33, 36, 44, I'M-53, 57, 
VE.53 
Latin America 
US economn aid to, ETA-33, BL-43, FC .25, HA-22 
US military aid to, CO.39, GT.27, HA.22, HO.-14 
Panama, PM.26, 29, 31-32, 35-37, 39-40, 50, 52, Se 
Merida Saenz, Marco Aurelio, GT-12 
Merriam, Robert, CH.38, 'M.17, 43 
Mexno (wr ale Latin America), ETA-10, 18, 28, DR-25, FSM 
(,1-4, 14, VE.25 
United States, relations with, ETA.2-4, 27, BL.17. CH.21 
’'M.48 
Migdail, Carl, CR-21 
Milla Bermudes, NI.2, 5 
Miller, BL.34 
Miller, Fdward G. UR-3 
Mills, Edward K., Jr, (M-17 
Minnich, L. Arthur, Jr, PM-17, 45 
Miro, Rodrigo, ’'M-58 
Miron Porras, Gustavo, GT -19-20, 28 
Mitchell, PM-43 

















“OECLASGGIF IED FOR mum. I CATICN 
FOREIGN RELATIONS OF THE WHITEO STATES 


S De7eoe OF LO) OR ALG) 81-13 09 06) pense ten Geyrzerer 


124 Index 


Molina, Gen, ES.29 
Mont alegro, ETA-18 
Montenegro, Mario, BL .25 
Montgomery, Joseph W , HO.17 
Mora, Jose A, GT-.35 
Mora Valwerda, CR-9 
Morales Gomez, Lun, GT.18 
Morato, Ratael, BL -o 
Moreno, Miguel |], Ir, 1°"! 4-5, 8 10, 13, lo, 18, 25, 58 
Moreno Cordova, Hugo, BL.5, 24 
Moreno Diaz, Samuel, CO-12 
Morgan, Gerald D, 'M.-17, 43, VE-53 
Morrison, Wilbur, DR .27 
Morse, True D, 'M.17 
Morse, Wayne, ETA.49, CH.26, CO.25 
Morton, 'M.43 
Muccio, John |, GT.28, 34-35, 37, 39-41, 43 
Mueller, Frederik, '!.17 
Muller Hess, Walter, CH.15, 18, 24, 2% 38, 40, EC 20 
Mulliken, lean H, ETA-5 
Munn, lan, GT-15 
Munos Marin, Luis, OR-1, VE-22, 25, M4 
Munson, DR.1 
Murphy, Gerald L, DR-1 
Murphy, Robert D, BL.14, 22, CO.15, DR-3, HA-2, & 14, 1'M 
25, PE.20, VE-1.2, 35 
Venerucla, VE-4, 23 
Murray, lames E. BL.21 
Murray, "M35 
Myers, Max, ETA-12 


Nardone, Benito, UR-9, 12, 14, le 
National Advisory Committee on Inter-American Affairs (NA 
CONAA), ETA-31-33 
National Advisory Council on International Monetary and Finan. 
cial Problems (NAC), ETA.7-9 11-12, 14, 44 
National Intelligence Estimates 
NIE 42-55, “The Outlook for Guatemala,” GT-5 
NIE 42-55, “The Venezuelan Situation and Prospects,” VE-13 
NIE #2.58, “The Outlook for Bolivia.” BL-1 
NIE ¢7.5%, “The Outlook for leru,” ’'E.29 

















“GECLASSIFIED FOR mum. ICATION 
FORE IGN RELATIONS OF THE UNITED STATES” 








S )o7eoe OF 10) WOR AUG 91-1309-07) Pansat Gy 20/0) 


Index 


National Security Council 
Actions 
No /550, ETA-S4 
No 2/78, DR-10, 19 
No 22/2, DR.19 
No 22/8, DR-19 
No 2J2/9-6-/3/, PM-42 
No 2273, DR-.25 
No Jaa, ES 32 
Dominican Republic, DR-10, 19, 25 
Fl Salvador, ES.32, % 
Cjuatemala, GT-1 
Haiti, HA-24 
Panama, 'M-33, 42 
Navas Pardo, Gen, CO-4 
Navy, US Department of the, CO-3 
Neal, Jack D, PE-12, 33, 39-40, 49-50 
Neale, John RK, PE-11 
Nebot Velasco, Jaime, EC .17.18 
Negrao de Lima, Francisco, FTA-48 
Newdle, Alan, VE.31 
Netherlands, ETA.27 
Newbegin, Robert, CR.5, HA 25, 27-28, HO.3, 7-8, 10, 12 








Nicaragua (wr ale Central America, Latin America), CO-18, ES-5 


M, NI-8, 11, 21, VE-13 





Costa Rua, relations with, CR.3, 19, 28-29 NI-1-3, 5-0, 14-16 


Econom situation, ETA.28, ES-.5, NI-8, 12 
Foreign intervention, GT.37, 39, HO.7 


Honduras, relations with, HO-6-8, 18-19, NI-1-2, 1-3, 5-6, 11 


12, 12, 16, 21-22 


Political situation, CR.5. 28, ES.2, NI-1, 8 11-12, 14-15, 


20, 22-24 


United States, relations with, CR-9, NI-4, 7-10, 12-13, 72, 1M 


45 
US economu aid to, ETA-13, NI-8, 12, 17-19, 22 
US military aid to, ES-1, NI-12, 19, 23 
US military patrol request, GT-37, 39, NI.25-26 
Nicholson, Jorge, PE-51 





Nixon, Richard M., ETA-8, 33, 40, 44, BL-5, & CR-2, DR-10, 19, 


GT.-2-3, UR-6 


Latin America trip, BL-5-9, 12, CH-5, CO-9, EC-3-7, NI-4, 7, 


PA-1, PE-S-6, 8-11, UR-2-3 











“DECLASSIFIED FOR PUBLICATION 
FOREIGN RELATIONS OF THE UNITED STATES 


S 297898 OF M002] WOR AUG 91 1309 09) pense ten Ge) 280e 


120 Index 


Nixon, Rachard M —  ontinaed 
Latin America trip-—Continued 
Venezuela demonstrations, VE-9-10, 13, lo, 22 
Panama, PM.-17, 43 
North Atlantic Treaty Organization (NATO), HO.-1 
Norway, ETA-27 
Nunez Aguilar, Juan, ETA-50 


O'Connell, James [, 'M-17 
(Connor, Jeremiah |, BL.17 
Odna y Amoretti, Manuel A, CH.31, PE-11 
Oeschh, L. Paul, CH-27 
Office of Civilian and Detense Mobilization (OCTIM), CH-.20 
21, 33 
Operations Coordinating Board (OCB), BL.2, ©, 17, CR-21 
Orgamizacion de Estados Centroamerwanes (ODECA), ETA-7, GT-S5, 
HO.1 
Orgamzacon Regional Interamerwana de Trabwadores (ORIT), CR-21 
VE.28 
Organization for Economic and Commercial Development, ETA 
42 
Organization of American States (OAS), ETA-7, ES-7, GT-5, 
HO.1, PE.43 
Buenos Aires Economic Conference, (957, Inter-American De 
velopment Bank, ETA-4, 6, 8 
Caracas Resolution, CO.28, DR.5, VE.20 
Commuttee of 27, ETA-14, 21, 25, 32, 48 
Bogota meeting, ETA.32-34, 38, 42-44, 47-49, 55, GT-31, 
HA.29, NI-11 
Cuba, DR.25, ES-14, lo, GT-31, 35, 37, 39, NI-14, lo, PM-14, 
UR.-13, VE-15, 51 
Dominican Republic (we ale San Jose Foreggn Ministers meet 
ing view), CO-32, DR-11, 14-15, 20, 23, 25-30, HA-15, 
VE.20, 28, 40, 47.44 49, 5] 
Inter-American Development Bank, ETA-8-12, 24 
Inter-American Economic and Social Council (LA-BCOSOC), 
ETA-8.12, 48, 50 
Inter-American Juridical Council, VE-25 
Inter-American Peace Committee, CO-32, DR-11, 14, 23, ES. 
16, GT-31, 35, NI-22, VE-40, 42-43, 49 
Quito Conference, ETA-8, 48, CO-18, EC-3, 6, 11, 17, 23, VE- 
25 























‘OECLASGIFIEO FOR mua. 1CATION 
FOREIGN RELATIONS OF THE UNITED STATES 


S Peleoe OF S00) OR ALC) 91 1309 10) pense tee esate 


Index 127 


Orgamzation of American States ( ontrnecd 
Rio Treaty, CO.28-29, CR.24, ES.7, GT-37, NL-11, le, PM. 14, 
VE.20, 51 
San Jose Foreygn Ministers meeting (7 a0 Domunmcan Repub 
ln shew), ETA-44, CO.32, DR. 2e-28, 30, FS.18 
Santiago Foreign Ministers meetong, CH-23, CR-24, DR-IL, 
VE.M 
Special Committee To Study the hormation of New Measures 
tor Economix Cooperation Sv Committee of 27 ahow 
Washington Foreign Ministers meetong, (458, ETA-14, 48 
Orpeza Castillo, Alejandro, VE 45 
Ortega Urbina, Altonso, NI.2 
Ortiz, Nestor C, ETA-4 
Ortiz de Zevallos, Emilio, P'E. 39 
Ortiz de Zevallos, Ortiz, [E39 
('tiz Mancia, Alfredo, ES.4-6, 8, 17.20, 23 
Ortuzar Excobar, Enrique, CH. do 
sero, Lt Col Oscar, FS-1, 7, 19% 23. 2o-32, 35, 37, 39-40, 44 
(spuna Perez, Manano, CO). 8, 19 
(tte, Carlos, GT.18 
Overseas Internal Security Program (ONT), BL.2, 15, CO-33 
oA 
Owen, Rahard 8B, GT.26, 27, HA.29 


Daarleberg, Don, ETA.19, 1°'M.17, 43, VE-S3 
Pacheco Vivas Regulo, VE.13 
ladula, Eduardo, BL-o 
Pampernen, Rudolf, EC .7 
Pan Amernan Union, CH-S 
Panama (wr ale Latin Amernwa, l'anama Canal Zone), ETA-28 
€0).12, CR-6, DR.9, ES. "M14. 10, 47 
United States, relations with, 'M.7, 9.10 
Imports, PM.3, 8, 13, 18-22, 25, 30-32 
Language meue, 'M.3 
Sea-level canal proposals, 'M.17, 37, 39-45, 47-48 
US economic aid to, ETA-13, 'M-2-3, 35, 63 
Panama ( anal Zone (we ale Panama), PM.5, 37, 46, 54, 56, 61-62 
Employment issues, 'M-3, 6, 6, 11-13, 18-22, 35-36, $1 
Flag issue, (M-1, 3, 23-29, 31, 33-37, 39-40, 49-50, 52-53, 55 
57.60 
Sea level canal proposals, 'M.17, 37, 39-45, 47-48 
Parada, Gen Alan, ES-1, 26 

















S Po7eoe OF ewe ALG) OF 1809 12) bense tet Gere 


128 Index 


Parada, Martin, VE-13 
Paraguay (wr alw Laten Ameruwa), ETA-15, 28. 41. ES M4 
Soviet blac, relations with PA.1, 7 
United States, relations with, FTA-13, 27, PA 1, 3-9 11-12 
ares Club, ETA.27 
larker, Roberto A. FS 5-6. 19 *O 
l’arra, Alirwo, VE-11 
larra Velawo, Antomeo, FC .15 
larrales, Ru ardo, NI.18 
latterson, 'M.17, 43 
lawley, Widham 1) 19K. 12-13. 17, 22, 28 
l’az Estenssoro, Vntor, BL-1, 24-25, 28, 32, M 
learson, Norman M_, Ctl 27 
ena Prado, Max, [E.11 
lenaloza, Luss, BL.13 
Peralta, Col, GT.20 
leralta Esquivel, Jose Joaquin, CR .29 
eres, Tablo, CH. 
eres Altonso, juan lablo, VE 15, 25. 29 MM 
Perez ( hirtboga, EC 
eres de la Cova, Carlos, VE-S. 11 
eres Galeano, GT. le 


FOREIGN RELATIONS OF THE WHITED STATLS 





OECLASSIFIEO FOR PUBLICATION 


eres Cwerrero, Manuel, VE. 38 
eres jumenez, Gen Marcos, VE-1-2, 4, 8 14.14, 20. 25-25. 
M4 
lerez Morales, jesus Manuel, VE-13 
lerkins, Milo R, ETA. M 
Veron, luan, CO-12 
erry, Hart, GT.10, 12, HA 25 
erry, john MM. EC .1 
lersoms, May Gen © Son B) CH-32, DR.22, 1M-17. M®, $2 
VE.53 
eru (wr ale Latin A wera), CH-29, 31, DR. 22, TR 32 
Cuba, PE.43, 47.48 
tconomn situation, ETA.28, 41, PE-6-7, 12-13, 23.24, 29 35 
Ecuador, relations with, FC .10, 17, 19-23, PE.8, 37, 52 
lolitical situation, CH4-31, PE-e-7, 10-11, 20. 24, 28-29 35, 43 
47.80 
Soviet bloc, relations with, PE.16 
United States, relations with, PE.5, 6.11, 43 
Trade relations, ETA.3, CH.21, PE.15.16, 20, 29 37, 41 
US economic aid to, ETA-2, 4 31, PE-1-2, 12-13, 17-18, 3S 














ror PUBLICATIGCN IN 


PORE IGN PELATICNS OF THE WHITEO STATES 


OSECLASSIF IED 


S Sooo OF PW woe ALM, OF 1109 14) feneaeee Gere 


Inde. 


Peru <4 ontrnerd 
US eonoma ad to —¢ cofered 
Agrvultural surpluses, EC -o, PE .3, 38 
Statuhzation program, ETA.27, PR.2 


, 
US multtary ad to, C131, PE-3, 14, 22. 25. WW 33M, SI 


US private wmwestment m, PE-7, 12, 19 21, 24, 9-40 
etersen, TS. VE-18 
Vhuhppesaus, Caerard HA-25. 26 
hills, Robert MC HE-@ 12, 19-70, 24-25. M35. 40, TE-O 
xtwotto, bdgar PA Wt 
lwtn, Ustar, VE. 22 
vtts. Henry LL BL 13. 14. 25, Jo, 
late luan TA 4. 7 
lava Lasse Coaale DR. te. FC.15 
hoeset, Walter © PA-1& 
olka kh, Seywmowr CM 12. 17 
ome banques, ( ammullo, FC 3-5 
ome barequez, Lun, 4 
ome Luque, Alqandro 1 FC le 
loole, Raxahard A €O) 22 FC 22, PP -25,. 33 M4 42, 44, SO, 52 
lorras Barrenechea, Raul, TT.4. 6, 8 le-18, 48 49 
oerter, Charles (C), DPR. 1 
lost, Albert, ETA 27-28, * CHL 1° HA 1&8 10, 1% PA. 
otter, Ma Cen Wilham F 1'M.8. 20. 25 26 MM 
lowell Cycar MGT. 10. 18 
l'rado Montane, lube, ETA-.SO. BL.2 
rade vy Ugarteche, Manwel TE.5-6, 11.12, 15. te, 19, 24, 29 
2.45. 3 
lretah, Raul ETA. 2e 
Mrnale, Ramwro Tt 24 
rne, | Roy, CH21 
ree, Witham FM -2 11 14 
neto Laurens, VE.28 
Prngle, Sandy M. E.4, te. 18, 20. 23 
no Soccoras, Carlos, VE.3 
rowdin, VE.20, 25 
ryce, Widham T. £S.22, 28, WO-15, PA-12, VE 
Puerto Ruwo, DR.1, VE.22. 25. M 
lugs, Manano, CH.2. 4 


Quadros, lan da Silva, VE .51 
Quesada, Cen ER. PM.17 


129 


> 


$2 


‘1 

















PORE IGN PELATICNS OF THE WHITED STATES 


OSCLASSIF IED FOr mveLICATicnN 


S PO7HOR OF Pw ALG) OT LEO 1S) fewea eee ce rerer 


I’) Index 


Quesada Guerra, Laws Moro, 'F-24 
Quinonez, ES.0 

Quintana, Julbo © . NI.20 
Quintanilla, Gen. FS-13, lo 


Radtord, Rxhard A. TA.-11 

Ranwrez, Roberto, ETA.53 

Rarwres Amaya, Canllermo, © ©). lo 

Ranwres Ponte, Col Arturo, (1.1% 21-22 
Ramsbotham. leter, VE 48 

Ramsey, Henry © ETA MM. 8° 41 

Randall, 1.17 

Randall Clareme B ETA 5 @ 17-18 

Ravndal Chretiun, FC 16-7, 12. le 

Raymond Col lohn META. 52 

Redengton, Robert 1. VE 44 

Reed, Ralph ETA.® 45 

Rengito Bre Caen Proquente € 0) 1 

Ru hardson, DR © 

Ruhardeon, Adm. 1K -1 

Ru hardeon, Ralph, CH 27 

Reidleherees. lames WCC) 25 

Ke Treaty we leter- Amernan Treaty of Receprocal 
Rea vy Garca Raul CO45. CT 22 HA te Tt 48 
Rotuenseon 6M oCHS CRO 

Rotunson Col lames ©. Ir, BC. 1 

Reaxchac, Alton, ETA 50.51. 53. ES.4-6. 14, 22 
Reache Marcel VE. 22 

Rac beteller, Nelon ETA 40 

Rodas Alvarado Madesto 10) 8® NI 

Rodern’). Ceorge 14. 1M! 8 17, 20 22 28 35 
Rodrnewes de la Vega. Adolte. © ©). 45 

Rodnguer tihazabal, Antomo (.1T 24 

Rogers, 1 T EC .17.18 

Rogers, Wilham I°. 7PM.17, VES 28 

Rojas, Armando VE.51 

Rojas Cwevara jowe, BL 42 

Rojas Twulla, Costawo, ETA-27,C0)-1. 10. 12. 15, 17 
Romualdi, Serafino. VE-20. 25 

Rosales, May Ruben Alonso £5.27 2°. 

Rose, Vator, BLS 


Assistance 

















OECLASSIFIED FOR PUBLICATION IN 


E 
5 
i 
5 
: 
. 
: 
: 
3 





S I97R9R O1VSCO2 WOR ALC) 91 LLO8 17) bepse tee ons25se) 


Index 131 


Rosenson, Alexander M, ETA-12, 17-18, 31, 41, 48, 53, BL-34, 
CH-12, CO-20, HO.21, PA-10, UR-1 
Ross, Emerson A, ETA-8 
Ross, Robert W, ETA-48, FS-7 
Rossell y Arellano, Marcel, GI-3 
Rossi Chavarna, Jorge, CR-1, 5 
Rountree, Wiliam M_ VE-18 
Rowntree, R Henry, ETA-8, 12, CH-19 
Rubio Melhado, Maj, FS-18, 23, 27 
Rultmo Rolando, Jose, ’'—F.43 
Rubottom, Roy R, Ir, ETA-5, BL 20, CH-35, GI 14, 28, HA-12, 
14, lo, HO-7, 'M 22, ’A-8 
Canbbean situation, C().18, 28, DR-8, HA-17, NI-5, 11-12 
Central America, ETA-7, 25, FS-2, 4-0, 14-15, G.T-2, NI-2 
Colombia church closings, CO-4, 7, 11, 17 
Cubs, CH.32, PE-43, UR-15, VE-30 
Dominican Republi, CO-32, DR-9-10, lo, 22, VE-20, 42, 44 
Inter-American Development Bank, ETA-10-11, 17, 21, 41 


Inter-American Program tor Social Development, ETA MM, 37, 
#9 


21 


, ~ 


International commodity agreements, CQ)-18, 23 
Latin America 
Chinese People’s Republi, relations with, CH. 24 
Econom situation, ETA-28, BL.25, 30, CH-25, CO-3, 7-8, 
PE -o 
Volitical situation, BL-14, 25, CH-9, CO-29 DR-9-10, lo 
22, EC-15, ES-8, 14-15, GT-18, 22, 24, NI-20, PA-1, PE 
6, 20, 48, VE-1 
US economic aid and, ETA-33, CR-23, GT-29 
Soviet bloc, relations with, CH-o, CO.34 
United States, relations with, CO.23, CR-2-3, 5, DR-2, 5 
FS.4-6, GT.2-4, PE-8, VE-22 
bisenhower trip, CH 28.30, UR-12 
Military missions, HA-4, 7, 18, 'M.7 
Milton Eisenhower trips, CR-9, ES.2, GT-8 
erez Jimenez asylum, VE-2, 10, 23, 30-31 
State visits, NI-4, 10, 12-13 
Trade relations, ETA-1-4, 6, CH-2, EC-7, 14, Pk-le, 37 
UR-10, VE.5-6, 10-11, 14 
US economic aid to, ETA-2-3, 6-7, 13, 29, 31, BL-7, CO-S, 
7, CR-25, GT-10-12, 16, 18-20, HA-1, 19-20, NI-12, 18, 
PA-7, 10, PE-13, 17-18, 23, 35, UR-4 











‘DECLASSIFIED FOR PUBLICATION IN 


v 
E 
D 
Py 
F 
‘ 
: 
8 
é 
; 
x 
§ 





S 297898 OF 40002 HOR AUG 9113S 098 18) bewse tet ons2ere 


132 Index 


Rubottom, Roy R | Jr —Continued 
Latin Ameri a— ontinued 
US economic aid to—( entinued 
Agrarian retorm and, CQ)-25, 31 
Political situation and, ETA-33, CR.23, GT-29, NI-17, 
PA-1 
Stabilization programs and, BL-5, 13, 20, CH-11, 17, 19, 
23, HA-8, 10, PE-20-27, 44, UR-1-2, 5, 8 
State-owned enterprises, BL-o, 16-17 
US military aid to, CH-31, CO-3, 33-6, DR-1, EC-1, 11, 
ES.7, GT-12, 17, 27, PE-4, 25-26, 30, M, VE-30, 52 
US private investment in, BL-8, CR-0-8, 11, 15, PE-21, 42, 
VE-17 
Panama, 'M-8, 11, 17, 20-21, 24-25, 28, 35-39, 44 
Peru-Ecuador border guarantee, EC -10 
Regional economic integration proposals, ETA-7, 25, ES-5-0 
Rueda Teran, Brig Gen Alberto, CO)-30A 
Ruiz Cortines, Adolfo, DR-16, GGT-7 
Ryan. Hewson A, CHS, 27 
Ryan, Wilham, GT-10-11, HA-8 


Sacco Leonard ] ; EIA 40 BI 26 HA 10, 22 
Saenz, (.T.28 

Salazar Kodezno, ES 26, 0 
Sammons, Robert 5. ETA-& 
Sanchez, ['—E.17 

Sanchez Arango, Aureliano, NI-21 
Sanchez Gavito, Vicente, ’E.37 
Sanchez Morales, Manuel, UR. 14 
Sanders, Terry B. Ir, VE-o 
Sanpnes, Juan, BL.1 

Santaella, Hector, VE-10 
Santiago Munoz, Col, GT-7 
Santos, Eduardo, CO.19, DR-16 
Sanz de Santamaria, Carlos, CO.4, 7-9, 12, 16, 28-34 
Sapena Pastor, Raul, PA-7 
Saravia, FS.25 

Sauer, Walter © . ETA-8, UR-5 
Saulmer, Raymond |, 1'M.-17, 43 
Sause, Oliver L. Ir, CH-S 

Savage, Capt Arthur M, CH.27 
Sayre, Robert M_, E.24, 28 














‘DECLASSIFIED FOR muUeL I CATION 
FOREIGN RELATIONS OF THE UNITED STATES” 





S Pe?eoe 014100) OR AUC) 91-1309 20) bevsate Gorzere 


Index 133 


Schaedel, Richard P, PE-7 

Schaeter, Walter, ETA-8-9, 12 

Schaffner, Philip, ETA-8, 12 

Schmall, Horace William, DR.-1 

Scheidt, BC, VE-18 

Schneider, Jorge, CH-38 

Scnbner, Fred ©, BL-17, CR-16 

Seaton, Fred A, CH.2-3, PM.-17, VE-53 

Secco Ellaun, Oscar, UR-2 

Seigrious, Col George M., I, PM.39 

Selden, Armistead |, Jr. PM-52 

Sepulveda Contreras, Alberto, CH.7 

Serrano Langlow, Antomo, ES.2 

Sessions, Edson O , 'M.-17 

Sevilla-Sacasa, Guillermo, HO-o-7, NI.2, 4-5, 10, 12, 14, 18, 20 
23 

Sharp, Fredernk 1, 1, P'M-21-22, 24-25, 28, 32, 37, 48, 50-51, 
60 

Shaw, John, VE-19 

Shenetieid, Hale T, ETA-8, 12 

Shepherd, Gen Lemuel C, Jr, EC -9 

Shields, BL.M4 

Shillock, John C , 'M-18 

Shohan, Charles |, CO-22 

Shuckburgh, Evelyn, VE-48 

Sixihano, Rocco, (M-17, 20 

Silberstein, Joseph A., BL-25-26, CH-o, 17, 19, 21, CO-19, 22-23, 
’'E.13, 21, 23, 26 

Siles Zuarzo, Hernan, BL-1-2, 3, 7, 9 11-12, 14, 24, 28 

Simo, Ma; Rodriguez, ES. 30 

Sinn, Melvin E, HA-25 

Siracusa, Ernest V, BL-14, 16, 20, 22, CH-9, 12, 14, 17, 19. CO 
17, CR-11, 21, PE-15-18, 26 

Smathers, George A, CH-32, DR-12-13, 21, HO-2,17'M-3 

Smith, Dan Throop, CR-2, 4, 6-8, 11 

Smith, Douglas, HO-21 

Smith, Gerard C, ETA-4, 33-34, 37, 39, PM.35, 39 

Smith, James H,, Jr, ETA-~-7, 15, BL-10, 17, DR-1 

Smith, Marshall M, ETA-8-9, 12 

Smith, Robert, HO-20 

Snow, William P., ETA-17-18, GT-4, 10, HA-7-8, HO.1, PM-14, 
UR.6, VE-8, 22, 29 

















rr 
: 
< 
7 
° 
F 
‘ 
: 
8 
f 
; 
£ 
§ 


‘DECLASSIFIED FOR PUBLICATION iN 


S 297898 OLS 02 NOR AUG 91-1309 21) tense tent ony29ye 


1M Index 


Snow, William P — ontineed 
Latin American political situation, CO-15, 19, ES-8, HO-.2 
Snowdon, Henry T., CO-23 
Sol Castellanos, Jorge, ES.5-6, 23 
Solis, Galileo, 'M -62 
Somertord, Fred A. EC -le 
Somoza, Tacho, NI-4, 11 
Somoza Debayle, Gen Anastasio Debayle, NI-1, 4, 8, 12-13, le, 
23 
Somoza Debayle, Luis, CR-3, 9, ES-2, HO.19, NI-1-5, 8 10-12, 
15, 18, 21 
Soto, George B, GT-12 
Southard, Frank A, Jr, ETA-8-9, 12, CH-12 
Soviet bloc (er ale Soot bloc subheadings ander other subjects), ETA-33, 
GT.24 
Spain, ES M 
Sparks, Edward J, GT-1, 4, VE-15-1o, 20, 22, 24-25, 28, M, 45 
46, 50.51 
Special National Intelligence Estimates 
SNIE 80//-5%, “The Situation in the Canbbean Through 
1960,” DR.18, 21 
SNIE se /-00, “The Situation and Prospects in Haiti,” HA-26 
SNIE se 2-00, “The Outlook tor the Dominican Republic, 
DR.21 
SNIE ¥2-5%, “Contingent Prospects in Bolivia,” BL.24 
Spencer, George O , HA-7, 9, HO.14, PE-4, 34 
Sprague, Mansfield D, HA-4, 7, 9, VE-12 
Spruks, Charles, HO-1 
Staats, Elmer, 'M-17, 43 
Stambaugh, Lynn U, ETA-8 
Stans, Maurie H, ETA-8, 19, 45, 54, CO. 39, DR-10, PM-43 
Stark, Crag M, VE-18, 28 
Stewart, C Allan, CR-7, 18, HO-7, NI-10, 15, 22, PM-34, 35, 38 
Costa Rica, CR-2, 5-6, 11, 15, 19, 24-25, NI-S 
Dominican Republic, DR.2-3, VE-45, 47 
El Salvador, ES.14-17, 39, 44 
Guatemala, GT-10, 18, 28.29 
Honduras, HO-4, 6, 13 
Panama, (M.22, 39 
Stimpson, Harry F., jr, PM-17, PA-8, 12 
Stoessel, Walter J, Jr, 'M-51, 63 
Storm, Gustavo, PA-8, 10 

















“OECLASSIF IED FOR PUBLICATION IN ; 
FOREIGN RELATIONS OF THE UNITED STATES 


S$. 297898 OfF14 WO) WOR AUG 91-1309 243) fense te Geri 


Index 135 


Strategic trade controls, CH-1, ©, 24 
Strauss, Adm Lewis L., ETA-12 
Stredel, VE-32 

Stroessner, Alfredo, I’'A-1, 6, 8-9 
Strom, Carl W_, BL.25, 26, 28-29, 30-33, 36, 40, 42 
Stutesman, John H, Ir, 'M-44 
Sullivan, Charles A, VE.48 
Sunderland, HO.15 

Swan Islands, HO).18, 22 

Sweden, ETA.27 

Swett, Jorge, CH 24 

Switzerland, ETA.27 

Szymezak, MS. ETA-9, 12 


Taboada, Diogenes, EC .20 
Talamas, Shibley Jean, HA.-1 
Tannenbaum, Frank, CR-21 
Tariff Commission, ETA 3-4 
Taylor, Henry L. CR-3-5, 7, 15, 18, NI-1-2, 5, 12, 18, 20 
Taylor, Gen Maxwell, DR. 
Taylor, Tom, UR-5 
Teller, Edward, "M43 
Terra, Gabriel, UR.9 
Thebaud, Fritz, HA-1, 3. 5, 10, 17 
Thomasson, Larry F, ETA-12 
Thomen, Luis F, NI.21 
Thompson, Herbert B BL.32, VE-11 
Thorndike, Augusto, P’E.1, 4, 7-8 
Thornley, Colin Hardwick, GT-7 
Tirado Lamb, Adm Guillermo, ’'—F.30, 33 
Tobar Zaldumiude, Carlos, BC-7, 10, 12, 14 
Treasury, US Department of the, ETA-10-11, 14, 21, 25, 49, 52, 
CH.13, CO.21, Pha 
Bolivia, BL.1, 13, 15, 26 
Costa Rica, CR-3, 6-9, 11, 15-16, 18 
Haiti, HA-3, 6 
Uruguay, UR-6, 8, 10 
Trueheart, William C , VE-48 
Trujillo y Molina, Hector, OR.1, 3, 6, 12, 26, HA-11 
Trujillo y Molina, Generalissimo Rafael L. (we ale Dominican Re. 
public), CO-12, 32, CR-9 
Trujillo y Molina, Rafael L. Ir (Ramfis), DR-1, 3 











“OECLASGIFIED FOR MsueL ICATION ; 
FOREIGN RELATIONS OF THE UNITED STATES 


S DO7H9E 0144002 HOR AUG 91 1309 24) tanseten ons 25ser 


136 Index 


Truman, Harry S$, DR-16 

Turbay Ayala, Julio Cesar, CO-16, 18, 23, 35 

Turkel, Harry R_, ETA-4, 6, 12, 17, 28, 41, CO-8, CR-11, HA-19, 

NI.12 
Regional economic integration proposals, ETA-25, 51, ES-5S-o 
US economic aid to Latin Ameria, ETA-29, 50-51, GT-3, 
HA.20 
Turnage, William V_, ETA-12-13, 53, CO.25, ES-22, GT-11 


UN Educational, Scientifx and Cultural Organization 
(UNESCO), CR-10 
UN Food and Agriculture Organization, CR-10 
U N_ International Children’s Emergency Fund (UNICEF), CR-10, 
HO.10 
UN. Technical Assistance Administration (UNTAA), HO-10 
UN. Technical Assistance Board, CR-10 
Unda Murillo, Jesus V, GT-18, 22, 31, 35 
United Kingdom, ETA-27, EC.7, GT.4-5, P—E-32, 34, VE-48 
United Nations, CH-7, GT-5, 9 35, ’E-15, VE-37 
Upton, T Graydon, ETA-14, 17-19, 22, 31, 49, PE-1, 44 
Urrutia de Leon, Col Luis, GT-14 
Uruguay, ETA-28, UR-2-3, 7, VE-13 
Cubs, UR-13, 17 
United States, relations with, UR.2, 9 12-14, le-17 
Trade relations, UR-1-2, 2, 4, 6, 8, 10 
US economic aid to, ETA-13, 27, 41, UR-1-2, 4-5, 8-9, 18 
US Information Agency (USIA), ETA-48, 55, CH-27, CR-10, 21, 
ES.31, 4%, HO-10, PM.2 


Valeriano, Col Napoleon, CO-26 
Vallon, Edwin E, ES-1, HA-25, 29 
Van Oordt, Gen Guillermo, l'E.25 
Van Reigersburg, Fernando A. UR-17 
Vargas Gene, Joaquin, CR-5, 29 
Vatican, CO-1 
Veizaga, Miguel, BL-32 
Velasco Ibarra, Jove Maria, BC. 15-17, 20, 23-24, PE-43 
Velasquez Cerrato, Armando Col, HO.-5.6, 6-9, NI-11 
Velazquez, Juan O., DR-5 
Velenzuela, Onessimo, DR-1 
Veneruela, NI-11, UR-.2, VE-40 
Cuba, VE-13, 30, 41, 49-51 











S 297898 0140) WOR-AUG 91 1509 25) pensatee Ges2are 


Index 137 


Venezuela ( ontinurd 
Dominican Republic, DR-14, 19, 22-23, 25-20, 30, VE-13, 15, 
25, 28, 34, 41-40, 49, 51 
Economic situation, ETA-28, 41, VE.38-39, 47 
Inter-American Development Bank, ETA-10, 15, 18, 23 
Political situation, CO-12, DR-19, VE-1, 3, 13, 15, 22, 28, 47, 
49-50 
United States, relations with, CH-5, VE-9-10, 13, le, 22 
lerez jumenez asylum, VE-.2, 4, 8, 10, 13-14, 20, 23-25, 30-M 
Trade relations, VE.20, 38, 48 
US wmport restrictions, ETA-4, VE-5-7, 10-11, 13-15, 21-22, 
26, 28, 34-35, 53 
US economic aid to, VE.28, 39, 47 
US military aid to, VE-12, 20, 22, M6, 36-37, 52 
US private investment in, VE-15-19, 27, 35 
Vergara, Roberto, CH-11.13, 15, de 
Vergara Donoso, German, CH.23, 28.29, 31.32 
Vial Espantoso, Carlos, CH.14 
Vial Infante, Carlos, CH.31.32 
Vicente Gomez, Juan, VE-13 
Villalba, Jovito, VE-15-1le 
Villar, Fernando, HO.4 
Villareal, CO.-1 
Villeda Morales, Jose Ramon, CR-5, ES-6, 16, HO-1-4, 6, 8, 13, 
18, NI-2-3, S, 11-12, 21-22 
Vintinner, PE-17 
Virgilho Vivas, Brig Gen Rafael, GT.24 
Vivas, Pedro, NI-2 
Voluntary Oil Import Program, ETA-4 


: 
; 
E 
g 
: 
: 
: 
; 
é 
: 
E 


"DECLASSIFIED FOR PUBLICATION IN 





Walker Linares, Francis, CH. Jo 
Wallich, Henry C , CR-15 
Walsh, Lawrence E., PM-43, VE-53 
Walters, Lt Col Vernon A, CH.29.30, ES-6, PE-8, UR-13-14 
Warden, Charles, ETA-12 
Wardlaw, Andrew B., CO.-4-5, 10, VE.2 
Warner, Norman E., HA-2, 7, 8 9, 12, 17, 20, 23, 25, 27 
Washburn, Abbott M., PM.17 
Watrous, Livingston D, UR-1, 4 
Waugh. Samoet ©, ETA-8-9, 12 46, BL-5-9, HO-20, PM-19-20 
Latin 
United States, relations witn, CR-9, BC.7, ES.2, GT-4, 8 











“DECLASSIFIED FOR PUBLICATION IN 


v 
E 
° 
Py 
F 
5 
: 
J 
: 
5 
4 
§ 


S 97a" 1 4600) OR AUG 91 1509 26) pense ten Ge 25/01 


138 Index 


Waugh, Samuel C —4 ontinwed 
Latin Ameri a—4 ontineed 
US econom« aid to, BL-5, 7, 9, CH-19, GT.8, 29 PE-7, 12 
13, 23, UR-1, 4 
Stabilization programs and, HA-8, UR-5 
State-owned enterprises, BLo 
Weise, Robert W, Ir, BL.34, 35, 37, 43 
Wells, Milton K , CO.26, 37 
Wheaton, Anne W., 'M.-17, 43 
Whelan, Thomas E, HO.19, NI-1, 3-4, 7, 9 11, lo-17, 19 25 
White, Dudley, NI-i8 
White, Paul Lincoln, BC .23 
White, Gen Thomas D, DR.3 
Whitetord, WK. BL-8, le 
Whitehouse, Charles S, ETA-1, UR-10 
Whiteman, Marjone M, ES-43, VE-1 
Whitman, Ann ©, ETA.19 
Whitman, Merril, '[M.17, 43 
Whitt, John S. ES.21 
Wieland, Wilham A. Ir. CR-S. 11. DR-1, HA-©-9, 12, le, 1% 25 
25, HO.2 
Wikeley, Thomas, GT.15 
Wiley, Katherine, ETA-12 
Willawer, Whiteng, CR-5S, 10, 12, 17, 79-21, 23.25, HO-1-2 
Willams, John, BL. le 
Wilhams, Wilham LS, BL.32 
Willis, George H, ETA-8, 12, 17. 19 
Wilson, Jackson W,PA-3, UR 10, 14 
Wilson, Semon N, ETA~48 
Woodward, Robert F. CR.3, 5, UR.2, 6, 8-9 13-14, le. 17 
World Bank Ser International Bank for Reconstruction and De 
velopment 
World Health Organization (WHO), CR.10, HO.10 
Wright, Adm Jerauld, GT.39 
Wright, Kenneth, HA-1 


Yabrudy, VE-32 

Yanes Unas, Col Cesar, ES.27, 0 

Ydigoras Fuentes, Gen Miguel, BS.1, GT-1-7, 15, 21, 24-25, 27 
», 46 


US economic aid, GT-8, 13, 17, 20, 29, 31, 40, 43 
Yoe, HA.17, 23 











CECLASSIF IED FOR MVBLICATION 
PORE IGN FELATIONS OF THE UNITED STATES 


S DOT H9E OF4702] WOR AUG 91-1309 27) pense tee es 2ire 


Index 


Young, John Parke, ETA-8, 12, CH-17, VE-39 
Yriart, Juan F. UR-15 


Zabalza, Pedro, UR-14 
Zassenhous, Herbert K., BL.12 
Zayas, E, BL-17 

Zook, Donovan QO, CH-5, 27 
Zassmum, Line, DR-11 


























438 


Foreign Relations, 1958-1960, volume V, Microfiche Supplement 


4 | 
UNITED STATES REGIONAL ECONOMIC AND TECHNICAL ASSISTANCE POLICY. 








“DECLASSIFIED FOR PUBLICATION IN 
FOREIGN RELATIONS OF THE UNITED STATES" 


| 


VFor previous documentation, see Foreign Relations, i955-1957, 








vol. VI, pp. 300 ff. 





Rubottom Files, Lot 60 D 553, " 


5 





. : \ c > 
| Neview,) 1953" , 
Memora ves from the Direct c r +he Fyaertiyg na Pratars +3 1 +a ¢; 
Yemorancum from th rector of l@ Sxeculive secretariat (Nowes to tne 
; v. + Ss 7 " Ce, , ‘ . : Soe fr . 
Assistant Sec etary f State for In ereamerican Affairs \Rubottom) and 


4 


+t. A 4 + + » P . > @ae é "4 : 
the Assistant Secretary of State “or Economic Affairs (Mann) 


Economic Policies - Latin fAmericu 








inc fore me deft .cr the sagadad rect Converence,, > 
tac ivtretary, in a memorandum on 4 number of alffercnt 
subjects, made the Lollowing statement. 





"JT feel tnt our ee onomic policies in 
tation to Latin Americad are too negative. 
bCiink we snould re-cxwalne our opposition 
vo wil Urvace between Lavin Amer’ cu and the 


J/iet bloc, putting the emphasis rather on 


. “-~ mealean _ - - ; , | . T 4s ly 
Aiiw v0 biatch «WH ti.at UI aut Sal we also i ehliik 
. eohs ly v. swrem % . > . £ , bd ~ coy e 5 . 
ve Bnou ~ ‘Cc -¢ AGMLNC Ou pol: Vy ( 1 IPOUGaAlls toss, 
Staublliziuag, or quota, arrangenoits. { doubt 





that we ure in w good pusition co with tan: 


FOREIGN RELATIONS OF THE UNITED STATES" 


z= 
— 
= 
© 
— 
- 
<x 
>) 
_— 
-- . , 
Ss “+e cnat ‘ svt Ve vil ; Oi 40 s | wv WF) be 4 i a ic 
. .4 ‘ : -_ " : . 
a. Pensiv:. at a time when the ae.and fo: raw 
= VEOMradss av CUOCWN anu prices > Vi Ly Led « 
Kw 
. " . sweet meie ¢ ivi tira 4 : . .* 
= wu wt eet a ; a ves VeVi. Lu ‘ ru tes ; LveO t* { alt i J 
~ Stugy of this problen. promptly unge:vaken oo tit 7 . 
. *) . ’ ‘) ‘ ’ . , er | ry } , 7 7a a 
” ww wel Le posclole AC CULT ndutvic tiie Cahill UC py Cels.> ad 
2 the Secretary. ee. 
o ladies « 
uJ ; ) ‘ 4+ - mh. 8 . A. 0 i ; ™- 
oO ‘3 v i¢ i 4 vii AwiCoCbs ‘ Wibave VV. ov Le bs Wii oe F i ate , 
= "ty » 2 } } are +* > } . t ° . ‘ oe Ag 
- bo Linamcisadi M4 UOLL wilt; i rool iil. ok Jets. able ls .. ~*~ 
, 
we wscigned to Ey uhvse relating te the traue rel.i ions rz, 
' - ¢ A on , , oo 4 pnan 1? 
ft Lutin Amer.*a win tocignea to Afu.. Gove; we ierber ~ * 
oc.% . - } ecm ¢ . } ae . sn 4h . : . —_ - ¢€ 
‘ We ~U. wants L , blct 4 Chie CLYUSE st t/ wuat le U4 te Lia it Lon A, . 
in wt. reVaew os bn: Muteer LY anhA anu Bw a also f'n 
} ’ . t fio . ’ . | , ° ¢ 
a Jw ,*"* ew awe te & wea w/l. Le Vii la wild i ° wv we ala, ‘ 
i , ,* | ’ ° " , t t-« ny ++ , 
vii LIALDAYV LVI CL, i Oth iio Titty e , 
a 
, , ‘ ad * 
ve C2’ Hebbel’ woquckiss. a2vol you ly urusGduy, Me 
T+ » _ ' ,* 4 . s* ” ° Vv 
UUilwmese yy GW » = ta Let > val @ bas A va bATIIA Ria Wied 
you ,;2°.n Co aucress Bais preooien anu the Gute on which “s 
gvu uv > a Lé vie . ‘ woul ‘ CAPVCCYL ui) iw 4 ,UMC bi ‘ L i’ Se ° 
Crs. vill y “wi vv.’ appropslute i sVicw I otiier pul tw ‘ ‘ 
bine Departme:.t., = 
. ” * e 
f a 
al : i . — = 
aA witce Cw oo << A 






















- BEST COPY AVAILABLE §4-3NB 





- 
/ The Baghdad Pact Council helc its fourth ministerial session in Ankara, 
Turkey, Jan. 27-30, 1958. Secretary Dulles headed the U.S. observer delegation. 
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For documentation on this subject, see 
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State Christian A. Herter ani four other principal officers of the Department, 


Reference is to 2 memorandum from Secretary Dulles to Under Secretary of 


dated Jan. 19, 1958 (110.11-DU/A-357 ) 





T A memorandum from Chorles S. Whitehouse, Special Assistant in the Office 
of the Deputy Under Secretary of State for Economic Affairs, to Assistant 
Secretaries Rubottom and Mann, dated Jan, 27, reads in part as follows: "I 
have spoken to Mr, Yowe, pointing out that it would be impossible to fet a 


statement to the Under Secretary by Tuesday, Janmry 23, on this subject as 









Messrs. Mann, Rubottom®and Dillon are lunching torether on Thursday, the 30th, 


to discuss this problem, Fisher Howe has agreed, but would apprec ate a very brief 
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statement along the lines he requested in the course of Thursday afternoon," 
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(Rubottom Files, Lot 60 D 553, "Task Force (Latin American Economic Policy 
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SUBJECT: United States Policy Towaii Latin America 


2) 






| yroblem A 
‘Jf K To analyze United States policy toward Latin .nerica in the lis. of 


‘ Y presenteday economic trends. 





Lbiscussion 
.o) wi WV) —-- 
—_ os 
1. Trade is the cornerstone of our relations ith Latin Anerica. “Siren — 2) 
: high-level trade is sustained with resultinc good prices, most facet: of our er 
” selations with the areca are food. In 1955 and 1°: total tiride betiecn the "ny —— 
= United States and Latin America reached an asproxirately 741/2 billio. dolla. OQ 
a & annual figure, almost Lalanced in each direction. ~ 
i=) r ~ ~ * ** . . . . ** 2 7 
zw 2e in tuc last cuarter of 1957 Latin American total exnoris ty ue snited Y 
or ee a ae warye aeey , OR ae 
— om vats began to Slump, wath vrospect or & decline i, 1955 of at leas ocven 
-— = _ ae 2. 8 , vr , : : 
<- percent. The problem has been especially critical in lead, sinc, ti: and c . ren, = 
= coffee, the most vital commodity of all, started t» cecline ont thir .as stomped lee 
o- by the wain producers holding cofiee off the marix'; aost experts air oredin “in: .. 
oO serious trouble ahead for the corfee market. albiaush we assisted fisunctaliy _. 
. 7. . w * , ~ , = . ‘ 7 a) . 
x wexico, Dolivia, Chile and Peru, which wore affect: i by the metals « ciine, jis os 
a % mas offset by the profowwily negative impression ci ated by the Administratione . 
o= Sponsored Bill last year for increased tariffs on iead and sinc. . 
— <_< 3 
Le ad _ . . —— . 3 ‘ . ae ve 
° nw The one country where we have had @ serious trade nroblen for ; nerations = ee 
Y arcsentina @ because our products are not commlenentary, may very li ly slir Me 
<= wh £4 ,% + . ; ai “ ir + Cant, ‘48s 5 ~ 5 at ’ 
as back into its traditionally anti-United States position unicrs we aw. able, ¢: 
a through large loans and other means, to overcome this facteol-life situation. ,* 
os le 
3. ‘hile in the past we have opposed vizorounly any trade between Latur »* 
America and the Soviet Bloc in sirategic material, «~ have not opposed other - 
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trade. Although Latin American trade with tis sopl.t Bloc, about one percent of 4 

tire area's total trade, decreased about 1° percent in 1957 as conpar.i with 1950, |} 

it is inevitable that Latin America will attenpt & sell more to the Joramisis wy 
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althourh we worla exvect Latin Aavican voy sawuwls .) be Warm ana vo ‘tvolda cos 


st 
political pitfalls. Rrazil is now considerin= wiuct«.r to resume diplomatic re- 
lations with the US4i, undoubtedly as 2 vart of tie nrice Zor increased cone 
mercial relatious, with the outcanw encericina., ‘Shc r-swaption of rela ions 





with the Se by razil woulc cericinly be a ooliiicsl setback for the Vaited 
states bit it; Vv be unavoidable, 

We in addition to trade, our economic oolic; asi Letia Ancricn has ; 
mon based on “ gxvat luvestacnt onc loans, with craic aid only for cai 2jencies, — 
Zais policy, while never wholly palateble to Latin 4ncrica, was sound ond the ~- 

results vaid off to Latin Aserica's bonefit while tines were ood, With trade 
Sliopin; and prices of some comnocitics sharply dom, this policy, while still 
valid as iar as it oes, wiil require some stren-tiening in crder to i-wrove 
both ate real ami its oublic relations impact. Latin Americ vovorm:nts and 
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Memoranium by the Assistant Secretary of State for Economic Affairs (Mann) 


to the Acting Secretary of State 


-_ ~~ 


r° f4iAg, : . , > 
vonii lential dashington, January 31, 195 Se 


SUBJECT: Economic Policies -- Latin America 


The following commaits relate to the portion of the Secretary's : 
statement which was assigned to E in Mr. Howe's memorandum of Jarmmary 2k. . \- 


I. Latin American Exports. 








In our economic relations with Latin America, the most important 
problem facing us is the decline in demand and prices of Latin Arerican 
exports which directly affect their budgetary and economic development 


planse Related to tiiis, is the growing protectionist sentiment in the ~ 
United States, stimulated in part by the current fall off in our ae 
domestic economic activity, which threatens to restrict their access a 
to the United States market. All of this makes it easier for Russia i> 


to increase its commercial relations with the area. 


S) 
This problem can best be attacked on a commodity by conmodity, \. 
rather than on a gencral, basis. The most urgent facet of the general / J 
e problem is what we can do if, as expected, the Tariff Conmission recommends OD) 

soon increased tariffs or quotas on lead md zinc. The Latin American 

countries most affected would be Mexico and Peru. We shall soon be teoed 
with a similar problem regarding copper wnich is of great importance to ~ 
Chile. | 


g 


My suggestion is tiat we consider at once the position we take with 
respect to lead and zinc. It would be best from a foreiyn relations Ny 


<— 


standpoint if we were not to impose additional tariffs or restrictions 
on the import of lead and zinc, out it is possible that the President 
may consider himself cormitted to tariff action in response to a report “X 
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by the Tariff Commission. On the assumption that the Presiaent will 
feel so committed, we should develop a prorran along tire following lines: 


(1) Explore the feasibility of our participating in an international 
lead and zinc study or commodity croup built around a competent secretariat 
which would make objective studies of trends in supply and demand and 
recommend measures by exporting countries to kee} them in approximate 


























/ Drafted by Assistant Secretary Manne. 
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balance. Our participation in such a group would be of great psychological 
and political advantage to us in the underdeveloped countries. We would 
not expect it to perform miracles in stabilizing prices but we could 
hope that over a period of years the Jecretariat could introduce at 

some decree order in the situation. The difficulty is opposition within 
the United States, on doctrinaire grounds, to any commodity arrancament, 
and probable opposition on similar grounds by Canada and other industrial 
countries. Wevertheless, it wovld be of great value in our relations 
with lead and zinc producins countries to be able to offer this as a 
means of easin:; the blow wiich they will feel they have sustained when 
we raise the tariff on lead aid zinc. 





(2) Avoid a all means the imposition of quotas on the import of 
lead amd zinc. This is necessary because the marginal producers of Lead 

zinc in the United States will urge quotas, as provably the only moans 
of salvaging their position. Quotas wovlu be administratively very 
difficult, and from a policy stamipoint extremely injurious. 


(3) Seek to develop effective legislation to take care of industries 
ami communities in the United States which have been seriously 
by exhaustion of resources wiich they were exploiting, or which have 
otherwise suffered economic depression tirough circumstances beyond their 
contre... Action on this front will demonstrate to othcr countries that 
we seek to solve our ow vrodlems throush damestic action, and not through 
transferring the burden of adjustment to countries less able to bear it 
than we. We are making a more detailed study of the possibilities in 
this field. - 

















(4) Continue to consider stockpile acquisition tiro direct 
purchase or through barter as a possible nems o1 sseistin the Tead . 
and ginc industry. We now have a large stockpile, and it may be too : 
large, in public security tcrms. The special stockpile committee fhas ‘ 
just reported to Gordon Gray th>t the stockpile should not be used for 

dorestic price support purchases, vut we have used it for this purpose 

rather extensively in the past few years, and we cannot taper it off too 

quickly. it still has some validity in lead and zinc. 





As other cormodity problais arise, notably copper, a similar analysis 
should be undertaken, and a vropra@a chovld ve devuioped which wil) enable 
us to avoid the kind of restrictive action which many people consider 
inevitable in lead and zinc. sith respect to cormodities wiich we do not 
produce, such as coffee, we should change our attitude and be willing 
to consider, on their merits, proposals for corrodity stabilization. 

This chage would be vital in connection witi: the chief Latin American 
cormodity, coffee. 


II. Financial Assistance. 





As dollars earned by Latin American exports decline, it will be 
even more important to increase aid throug the world and Ex-In Banks 
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and throuph the Development Loan Fund. UA md " are jointly workin 


on collecting and appraisine projects with a view to determining which iJ 
ones are eligible for DIF financing., 
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ANA Files, Lot €2 D 302, “Latin Anerican Task Force ’ 
’ 
° Memorandum from the Director of the Office of Inter-American Regional 
' 
Economic Affairs (Turkel) to the Assistant Secretary of State for Inter- 
American Affairs (Rubottom) and the Assistant Secretary of State for 
Economic Affairs (Mann). 
I 
} Secret ee 2 ae hingt r ’ Mareh 2t , i195 de ’ 
’ 
' 
a on . m -_ © am 
SUBJECT: Transmittal of Task Force Paper wn U-S. “economic Policy . T= 
Toward Latin Ancrica ~ Be 
At - 
l. Yesterday Une Secretary called for the memorandum on a 
- . *»*s, + . . » ~ . 
revised U.s. econonic policy toward Latin Anerica. ihe assignacnt 
.. was made on January 2); just before the Secretary went to the 
re Bagtidad Pact leeting and the delay has been caused by two thins: 
< (a) rapidly developing petrolews situation, am. (b) frequent 
su absences of key personne) from Washington. ote 
z= rr rr ‘eal » . > : 
= = 2. The Task Sorce fecls that its work has Geen completed cu — 
=5 far as possible. Supporting papers on lead-zinc (Tab i), coppe 
— fe (Tab B), petrolewa loan policy (Tab C), and financial assistance: 
f= (Tab D) are transmitted herewith. A supportin: paper on coffee is . 
E ue cing revised ani will be reacy in two days. it will bo Tab &., 
S —_ 
5 
ve z 3+ arly in barch we obtained approval irum all Cvrorranhi: a 
a= Pureaus on the draft then submitted. Changes «ince then have been rey 
ws . — , ‘ ea : en , 
— < so minor that I think it need not be resuimiticed. The Plawine x. 
we oJ _ ' * ;' , ' tan 
= Staff an! jmbassador Randall also approved. Ausbassador ureter a 
Yo. approved but connented that the chances fron Sting policy mua - 
=e little more than a “willinrness to study these problems". He hoped /— 
ad we could gain credit for a positive decision by announclig a nev . 
°' policy. * 5 
—. . . : en 
4. che Task sorce does not presume to say how the now policy ’ 
shoule be announced if the Secretary approves thereof. It is nm : 
hope that there wiil be no asnouncenents of poiicy chance but thal . 
we will forge ahead with action bit by bit until, a fev months ‘S 
hence, Latin Amcrica will woke up to the realivation that a som what : 
changed spirit animatesc our relationship. i - ould hope that we , 
would then say that we have always had this scnse of solisarity: it 
only seeus to be creater nor when the worsened economic situation of 
our neighbors requires greater efforts by Une Jnited States to holp 
them. “a ¢ 
rm 
Lt aired ee Price 
—_—_ 
"ye ** wr , AY 
ANAS Se. ' id Su - ‘ 
\ 
oe pobewe “ 





. ‘ . 
. 
a ~~ 
7 


— Leet + on, "3 3 ** ,. & " _* ts > - 











“DECLASSIFIED FOR PUBLICATION IN 
FOREIGN RELATIONS OF THE UNijiéi STATES” 





a) 


ll le UT 





’ 


‘J Drafted ani initialled by Turkel. 

= @ Jan, 31. Assistant Secretaries Rubottom, Mann, and Gerard Smith of the 
Policy Planning Staff (S/?P) agreed to establish a task force to review the 
entire range of U.S. economic policy toward la*in America. Representatives 
from the two georraphic bureaus and 5/P steffed the Task Force, and drafted 

the report and all supporting papers, Documentation relating to the work of 
the Task Force is in several Department of State lot files, including ARA Files, 


Lot G2 D 302, ARA Special Ascristant's Files, Lot 6O D 371, amd Rubotton Files, 


Lot 60 D 553. 


* 


* 
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wone of the supporting papers mentioned here are printed, except Tab C. 
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Probi.n 


What changes should be mace in U.S. economic »~olicies toward Latin 
America as a result of the decline in cowwdity prices, the opening of ere 
a Soviet econonic offensive in this area, and the rise of protectimist = 
sentinent in the U.5.? : 
et 


summary 
Tais menorandun deals with financial assistance, connodity and 


wrade problens, and policy toward Latin American trade with the Sino- 
Sovict Bloc. 


** . en * 
With respect to comudity and trade problems, the most significant + 
recomendations are the following, which place increased exhasis on to 
possible comnodity study croups or stabilization arrancements: (1) adopt, —_ 


if possible, measurec other than % terist increases to provide relief for 

domestic lieadesine industry and, if a tariff inct ase proves wiaveidable, 

limit its scope and duration aad indicate our wiilinrenercs to join a 

multilateral stucy of a leadesinc stabil i: ation o¢reements (2) oppose any 

increase in the currently stipulated’ tax on imported copper an’ b 

wrepared to discuss the possibility of establiciiag a stuly croup iocokin; -- 
towards an international copper asreenent; (3) study the feasibility of ose: 
a western honisnphere cil commission to review the oli supply and =o «uch 3 


IN 


situation; and (L) indicate U.S. willinmess to cooperat in a mul.latcral bo 
“ . Se 
coffee stud proup on a world-wide basis. : 
: ‘ : _ > 
4S to financial assistance, the more important recomendations are: : 


(1) that the Scinban* sontanae ae development loan propran in Latin Ps 


america and be preparod, if necessary, to mace assistance availabi- Pet 
Supplencatary to div assistance, to help meot texporary paywonts prvblen;,; 
\2) that the reasons ior the recently low voiune of it loans to tue 
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erea be invecticated and, if indicated, that t efforts then be made t 
increase iD) opcrations; (3) that U.S. pu! Loans be made to siale 
petroicun enterprises for certain very linited purposes when U.S. foreign 
policy objectives thereby can be servei; and (i) that we siaty the 
desirability of an inter-/mcrican development bank. 


In revrard to the Sino-ceviet Bloc eco — ofieasave in Latin America, 
it is recom ended that the * -t (1) continue ite existiny policy of not —— 
opposing expansion of trade in non-strategic pend ps vith the Puropean aa 
—_— 
* 


The source text is mrked “Final Draft." 
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ocGitional restrictive measures (e.g. ~andatory controls) would give 
prounds for their consideration of ret-liatory measwres. The advartage 
of such consultation was affirmed by al) parties and the ¢csirability 
of their continuance as required. Both Venezucla and Canada have 
indicated their interest in the creation of a more permancnt type of 
inter-Covermucntal consultative body for a continuing review of 
petroleum matiers of mutual inierest. 


recor..cndation 





It is recommended that: 


(a) t meet the immediate problen, the type of inter-Covernnental 
consultation undertaken be continucd, and 


(b) study be undertaken of the fervibility of a western hemisphere 
oil commission which would kccp the western henisphere supply and demand 
situation under constant review. 


4. Coffee 


(a) At the appropriate time in the near futwre indicate thai the 
United States is prenared to cooperate in a multilateral coffee study 
proup on a world-wide basis, and that 


(b) the United States would be prepared to consult with the 
Preparatory Group of the International Coffee Convention, signed at xio 
de Janeiro on January 27, 1955 (not yet in opcration)for in any other 
forum acceptable to the Latin American and African coffee produccrs. 


—- 


it 


Financial Assistance 





The Latin Americans persistently contend that existing sources of 
financing are inadequate, in the light of thcir enormous neccs of foreign 
capital for development, to attain a satisfactory rate of cconomic 
development. liany are irriteted by our insistence that the major contri- 
butions to such development must be made by privete enterprise, Latin 
American as well as foreign. Without changing this cornerstone of our 
policy on financial assistance, or the hard criteria of the cxisting 
banking institutions, there is much which can be done to satisfy the 
legitimate and reasonable aspiration of these countries. 


Our loan policy is already undergoing some changes and the 
recomicndations below, although seemingly novel, will merely maintein 
or somewhat accelerate the existing trend. for example, our present 
policy states that we make grants of soft loans in Latin Ancrica only 
when a country finds itself in a temporary emergency which it cannot 
meet with the resources at its command. The establishment of ULF and 
PL 60, have already rendered part of this rule obsolete. The continuance 
of grants to Bolivia and Haiti for years have strained the term 


“temporary emergency" and yet nobody would seriously contend that we can 
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. /Agricultural Trade Development an! Assistance Ac* of 1954 (Public Law 
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withdraw grant iid from these two countries. Guctemaia iiuy also be in 
this category. In essence the rule said, “Regardless o. our assistance 
policies in other areas, in Latin America there is no grant aid except 
in case of temporary emeryency." 


Steps have already been taken to bring our NSC policy statement 
into accord with the facts and practice. it is expected that the rule 
will be dropped and decisions made on a case basis as overal. U-S- 
interest require. it is not anticipated that any more money wiil be 
spent as a resvlt of dropping this rule. 


Recommendations: 





1. Continue the recent and satisfactory acceleration of the Lxporte- 
Import Bank activities in Latin America. (it is assumed that the lending 
authority of that Bank will be extended as requested). 

2. if, as seems probable, commodity prices contimuc to decline and 
balance of payments problems worsen the U.S. (through the ‘ximbank or 
Treasury) should be prepared increasin’1, to extend temporary balance of 
payments support, in concert with sucl cupport from the Ii (private 
banks where possible) upon evidence that the countries concerned are 
taking reasonable self-help measures. 


3. wUeteruine the reasons for the relatively low volume of recent 
IBID loans to Latin Anerica and, if so indicated, take appropriate stevs 
such as hig: icvel rvupresentationus by the Departmont to Tl2) manarenent 
to incuce an increased volume and broader range of IBRD loans to Latin 
America (including increased financial and technical assistance tc 


national development financing agencics). 


4e Taking into account world-wide requiren nts, employ ULF credits 
in Latin America in accordance with the criteria of the iL. 


S. Participate actively in the study called for by xesolution Z/II: 
of the Duenos Aires Conference concerning the desirability for establish- 
ment of an inter-Ancrican development bank.A ParticwWar alientiox: Avil 


‘2 given t© the type of operations appropriat~ to such a bar: and cpit: 


~ 


contributions to it, 25 well as management aad voting rights. 
lil 


Petrolow: Jcvelouvwonl Policy 





There has been in force an infornal, but nevertheless rigid, 
prohibition against U.S. financial assistance to foreign vovermacat 
petroleun agencies. it is recommended that the rule be changed as 


follows: 





."<s 
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(a) In the ligt of developing circumstances, we should work 
carefully in the direction of Llinited ena selecvive loam assistaawe 
to petrolew: projects of foreign gover:...cnts, subject to the 
condition that foreign policy objectives will be served, aj 
particularly in the exectation that the attitude toward American 
private capital will be improved by such loans. 





hate - 


i 


(o>) Loan assistance nay be granted for surface geolosical work, 
transport, siorage, refining and marketing. «xcept for exporter 
credit facilities, the loan assistance contemplated will not be 
granted for exploratory or developmental drilling. 


iv 





U.S. Trade with Latin Anerica 





The very cornerstone of our relations with Latin America is trade. 
“hen trade is maintained at high levels ani comnodity prices are 
remunerative, nearly all facets of our relations with Latin Anerica 
are good. 


United otatec 


~~ - * . * . ‘ 
In the last quarter of 1957 Latin Jmerican total exports to the es 
States — 





= bezan to slump, with prospect of a decline in 1956 of at 

~ least seven per cent. The problem has been especially critical in 

< lead, zinc, tin and copper. Coifec, the most vital comwaity of ail, 
zu started to decline but this was stopped by tie sin producers holding 
= & coffee of€the market; uost experts are predicting; serious trouble ahead 
aa for the coffee market. Although we extended financial assistance to 
-Zz Mexico, Botivia, Chile and Peru, which were affictod by the metals a 
<> ’ ’ ’ 

— or decline, this was oifsev by the profoundly negative impression created + 
 t— by the Administration-sponsored bill last year for increased tariifs , 
- ow on lead and zinc. ee. 

S : 
ox * . ~* 
e 2 Recommendations: - 

—) . 
oOo *.' 
$5 It is recomended that: “<* 
uw J tf 

a mm _ . . . - 2 @ . nn 
2 = (a) ‘The Deparinent continue to exphasize to Congress and busiaces 7 
<3 leaders the importance of a continuing stable wx’ liberal trade policy 
> tas as an instrwnent for attainnent of broader U.5. Loreign policy objec- . 
;s tives. Convers:ly orphasize damage to U.S. trade, investnents anc a 

uu. . . = . . —-—--_ o . o ‘ Be 
international relaticns generally which are caused by restrictive actions. — 
(vb) Resist strongly any tendencies within the U.S. Jovernment to a 
yield to protectionist pressure and oppose, so far as possible, any . 
specific restrictive actions, except as clearly justified in the national . 


interest. — 
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(c) xeviey within the Department the presen: policy against 
negotiation of reciprocal trade agrecenerits on a bilateral busis. 


(d) Review within the Department the U.S. policy toward Latin ~ 
American market integration proposals and participate frecly in joint 
study projects on this subject. 
v 


Soviet Bloc Trade 





While making determined efforts to evaluate ic precise scale and 
objectives of Soviet Bloc economic offensive in latin Averica: 





(a) Maintain the existing policy that the U.S. is not opposed to 
expansion of trade in non-strategic commodities with the European soviet 
Bloc, but encourage individual free-world countrics, wherever feasible 
and desirable fron a foreim policy standpoint, to minimize such trade 
or financial arrangements with Communist China. 


(b) Continue to induce Latin American povernnents to adhere to Tre 
5 relevant COCCH security trade controls, as applicd to the Sino-Soviet ce 
~ Sloc,,and State 


(c) Tay to make cowitries which engage or contemplete engagiicg in 
trade with the Sino-Soviet Sloc aware of political and economic pitralis 
associated with certain aspects of such trede with the Soviet Bloc, 
with particular attention on risks of dependence and political 
penetration. 


~ 
if, nevertheless, trade is expanded simificantly, or in sensitive X 
items, such as 6il well supplies, we shall have to review the prot? -m .. 
and consider countermeasures. In the absence of a concreve case, it 
would be dangerous to attempt specific puidance ct this time. . 
. 





WY) 
J 
te 
= 
— 
zw 
= 
io) 
= ww 
of 
ee 
- = 
=< => 
oO 
~_ La 
a = 
oe 
= 
a iw 
© 
le 
ow 
uz 
© 
oOo“ 
uw 
— 
te, and 
mm i 
ee 4 
W) 
=a =z 
— 
Woe 
la la 
ocx 
= © 
uw 








“DECLASSIFIED FOR PUBLICATION IN 





FOREIGN RELATIONS OF THE UNITED STATES" 


LAttachment - Tab ¢] 


PETROLEUM DEVELCHENT PCLICY 


l. £ Consi U i Pro C in Po > 


(a) Maximum development of petroleum resources in friendly foreign 
countries will strengthen their economies, reduce the burden of their 


foreign exchange earnings, and contribute to the mutual defense strength 
of the allied and friendly nations. 


{b) in certain countries, national policy and legislation limit 
the extent of foreign private capital participation in the petroleum 
industry, and reserve certain areas of the industry (e.g., exploration 
and development) to official petroleum entities. Failure of these official 
entities to obtain capital in the amount required to carry out operations 
on a desirable scale has: 


(1) Given strength to the propaganda arguments advanced 
by their nationalistic elements in these countries, 
although without foundation, that the United States 
Government and foreign oil companies desire the 
liquidation of these government petroleum entities, 
and this has served to mobilize national support to 
their monopoly position in the industry. 


(2) It has, moreover, resulted in national acquiescence to 
the actions of such petroleum monopolies prejudicial 
to the operations of the private foreign cil companies 
in the marketing and distribution phases of the ingustry 
to which they havo been limited. This has reduced there- 
by the profitability of the private foreign oil company 
operations, threatened their capital investment, limited 
their expansion, and consequently retarded the country's 
economic development. 


(c) It is believed that maximum development of the petroleum 
industry in any country can only be attained ty encouragement of the 
competitive force of private capital. Therefore, effort sliould be 
made to encourage countries which reserve a large segment of their 
petroleum industry t6 government entities to permit foreign oil company 
participation on reasonable terms. 


2 ¢f i j roposed C Policy. 
(a) Improvement in the political climate of such countries towards 


@ more reasonable attitude for admission of private capital to assist in 
developing their petroleum resources. This will result from the fact that: 


4+3)—-Tee-propacende 


- 


Drafted by Nestor C. Ortiz of the Office of Inter-American ‘erional 


Economic Affairs on Mar. 20. 
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(1) The propaganda argument of the nationalistic elements 
that the U.S. Government and foreign oil companies t 
desire the liquidation of government petroleum entities 
will be nullified; ’ 


(2) The limited assistance proposed for the U.S. Government 
by loans to these government petroleum entities or more~ 
more liberal exporter credits to American firms in selling 
supplies to them will strengthen the political support 
behind the responsible business end political elements in — 
these countries desirous of obtaining a legislative change 
Waich would permit maximum development of the country's 
petroleum resources by attracting the foreign oil industry 
participation needed to carry out the scale of operations 
required; and 


(3) Refusing to risk U.S. public funds in loans assistance to 
the exploration and development phases of the industry 
will encourage wide public support to the contention of 3 
the reasonable business and political elements in these 
countries that this phase of the industry is particularly 
suited to private risk capital, which must be attracted — 
by terms competitive with those existent in other world 
petroleum producing areas. 


(u) By this improved political climate the petroleum monopolies 
will find it politically possible to encourage co) laboration by foreign 
oil companies in mutually satisfactory working arrangements to carry out — og 
such exploration and development as joint ventures, or to release large N 
areas of the country for concessions to foreign petroleum companies on 
terms similar to those in effect in other petroleum producing countries. 
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Be (c) Making such loans contingent upon a reasonable attitude toward: "s 

- foreign private capitel presently invested ia the petrolewn marketing and e. 

oe distribution phases of the industry will strengthen the latter's long- .: 

a= term position in the country and the profitability of their operations. ms. 

uw . 

—< 

. = = (d) The extension of long-term exporter credits to american firms ; 

 & and/or ''eS. public loan assistance for such potrolew projects will assist . 

<z in maintaining a Western Hemisphere orientation by these countries, and vo 

= counteract the penetrution efforts of the USaR. and its satellites into y 

= = this strategic industry. en 
Kw 


(e) The rore rapid development which will result for the petroleum 
industry in these countries will relieve the serious burden which the 
increasing petroleum demand of these countries is placing on their ~ 


R foreign exchange earnings. be 
Khari rNtrtisteh- —- “Sieh —_ 
3/20/58~ 
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Memoranium from the Deputy Unier Secretary of State for Economic Affairs 


(Dillon) to the Secretary of State, 


’ Confidential dashington, March 31, 1953. 


SUBJECT: Coffee Problen 


High coffee prices have stimlated production in Latin America and 
in other areas, particularly Africa, with the result that coffee production 
is rapidly outdistancing consumption. The demand for coffee is relatively 
inelastic and a price reduction will not stimulate consumption enough to 
prevent a decline in total income. 


Recognizing this, the seven principal coffee producing countries of 
Latin America have been holding es off the market in a joint effort to \\ 
maintain the price in a range of 50 to 60 cents a pound. The Governments of 
Colombia and Brazil, which produce more than half the world's coffee, and x 
which depend upon it for 60 and 77% respectively of their foreign exchange, ‘ 
are both in balance of payments difficulties which could become critical if 

there should be a further decline in coffee prices. The price of Colombian Ki 
coffee has already fd len about 33% and Brazilian about 10% over the past 7 
year. 5oth governments have also shouldered a heavy fiscal burden in under~ ly 
taking to finance the supplies of coffee withheld from market. African 

producers are not party to Latin America's efforts to maintain prices. There 

is danger that the marketing agreenent will collapse in the near future, and 

that coffee prices will decline sharply as each country tries to dispose of 

its own surplus carryover. W 


\ 
The long-term solution to the problem mst be a decline in coffee prices ly 


sufficient to curb plantings and bring supply back into equilibrium with \ 
requirements. It is in the United States interest as well as that the Ln 
producing countries, however, to accomplish this objective ¢r ther ( 


than through a sharp break in coffee prices which would create seri 
political, economic and social problems in 7 Latin American countzlege= 
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of an international coffee agreement as a means of stabilizing pricés for 
the past three years. Failing to obtain support from the ce tt 
i 
t 







: \ 
The Latin American producing countries have been urging thé“ne tion N 
this approach, they have recently established a World Coffee Ord@} e 
primarily to stimlate consumption through a trade promotion p Xx 
also to study economic trends of the industry and to serve as a fo or Ny 
: discussion of coffee problems. Menbership is presently limited to recpucing : 
countries; however, it is understood that consumer representation be y 
welcomed, and that provision would be made for the admisSion of consuming . 
countries on a limited basis, without obligation to finance the trade promotion y 


‘ activities but with full participation in the economic research and informational 





/2 ) activities of the organization. U 
‘ 
' 
| 
‘ ’ 
. J Comirafted by Assistant Secretary Mann and Jean H, Mulliken of the 
Office of IntereAmerican Regional Eeonomic Affrirs, Assistan Secretary 
Rubottom and Legal Adviser Loftus E. Becker concurred in ¢ 


} 
| 5 
i 





>. CONFIDENT oe 


By indicating an interest in participating in an international coffee 
study group, the United States would obtain the following benefits: 


1. It would reassure the coffee producing countries re- 
garding our interest in their welfare and our willingness to 
discuss with them commodity problems in which we have no interest 


as @ producer. 


2- It would give the United States an opportunity to in- 
fluence the producing countries to develop coffee programs which 


are consonant with long-term equilibrium between supply and 


3. It might strengthen somewhat the current marketing posi- 
tion of the producing countries by indicating that the world's 
consumer is cooperating with them in devising a solu- 
tion to the problem of surpluses. 


participate in multilateral discussions would not solve the immediate 
problen. 


It would not be the intention of the United States in such miltilateral 
discussions to consider participating in or financing any buffer stock or 
retention plans which might be proposed. Similarly, we do not propose to 
discuss price with the Latin Americans at this time because to suggest a 
reduction in current high price levels would be resented especially since 
price decreases would largely be absorbed by governm@mts rather than pro- 
ducers. On the other hand, if there should be a decline in prices below 
what we consider to be the danger point, it would probably be necessary 
for us to impose import controls to maintain prices at a level fair to 
the producer and consumer. Unless and until there is a price break, our 
intention is to resist Latin American pressure for United States import 
controls. Im any case the imposition of United States import controls 

|| raises certain legal questions concerning the need for legislation which 


“pequire further study. 


Our proposal to participate in the study group raises a policy ques- 
tion in view of a 1955 decision of the Council on Foreign Economic Policy 
that we should not participate, or make any implied commitments regarding 
participation in an international commodity agreement "until approved at 2 
the inter-agency level within the Executive Branch." (Tab A), We anticipate \~ 
opposition to a departure from our present policy in this regard. 


| It should be recognized, however, that an offer by the United States to 
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A more detailed statement of the coffee problem is attached as Tab B., 


ooommendaiian 





/ Not printed as an attachment, 


2 
’, Not printed. 


/ 








“DECLASSIFIED FOR PUBLICATION IN 
FOREIGN RELATIONS OF THE UNITED STATES" 


erst copy avaLaBLe ~OONFIDENHHAt- BY-36/ 


a= 


Recommendation 


That you authorize the Department to propose to the CFEP United Stctes 
participation in an international coffee study group, to be composed of 
important producing and consuming countries, on the basis described above. “7 


——- a 
¢ 





Concurrence 


ARA = Mr. Rubottom Ak ‘ 
APp 9 | 
Approved / (7 At: 7] 


Disapproved 
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now have the "evelopmest Loan Fund which can conmsiver projects in Latin 
for which other financing ‘se unavall@ ie, an! will be in even better 
to do oo if the e'ditionl resources it is now seeking are forthoouniar. 
One preoles in "satin America has been thst som countries, for a varicty of 

; ceed their borrowing capec'ty. In these sliiustiongs 
the Twrelopment Loan Fumi within limits isposed Wy 
ite eriteria ani world-wide comtiteents, sime the Suni cam accept repayment 


Por come yerrs the Latin American countrics have apitcate’ for the establia> 
ment of an Inter-Jcericen “ewloyent Sank, {t the wens “ires "conomte 
Conference last camer, 4 resolu'ion wes a‘opted celline for o ctuty of the 
desiral‘ lity of ostablis“ine euch a bank. “e@ ferl thet the -nited “t.tes 
shoul“ octivaly partici pcte in thie stuly, without any cormitern* ts rerar's 
our ultimete participatica in the bank, lthough the Unite! ‘te os has 
ite estoblisienat, we may wish to rrconsiver cur position as a remilt of the 
fvrther stody if sattiment develops in favor of an institution which ic truly 
intermational in character, i.e., on the capital contrivutiny es well es 
cardtal receiving site. 


, 


Various proposals for economic and costoms umions in Latin ‘merica heave 
been coreifered from time to time, ay! the Latin ‘rerloan countries have 
observed very closely the developemts in "wrope toward rerional econade 
interrsticn. However, circumstances in Letin America are quite ¢ifferent frou 


ee ee es Latin America econozies are not reneral) 


corplesentary ax! the of trate betwom them ie quite ovwll, "“cverthe 
less, there is considerable scope for rerional grovupiare which woult provide 
larrer markets o-4 would combine the erecisl clrews'ances, tale. .o ond 
regqources of tro or more countrirs. 
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Letter from the Managing Director of the Development Loan Fund (McIntosh) 
to Milton S, Eisenhower 


A 


dashington, August 7, 1953, 


Dear Dr. Eisenhover: bp D AFR 


In response to your request that those of us who had the honor 





2; of acc you on your recent mission to the Central American 

~ {countries give you a memorandum with our coments regarding U. S. programs $ 
and policies in any of the countrics visited, I am very glad to sutmit ~iet—y 
some comments of mine with the hope that they my be helpful, eed 5 


It seems unnecessary for me to refer to the present political 
and economic sitittions in the various ccuntries, both bocnuse you are 
personally well informed in this connection, and also because you already 
have rather complete information contained in the reports submitted to 
you and to the other members of the mission by the various governments 
and by our Embassies and our ICA Missions. Instead, I am pleased to sub- 
mit the following suggestions regarding possible courses of action which 


shy 





I feel we should consider in connection with certain of the problexs ve "4 
are facing in the Central American area. Incidentally, for ease of 1 
reference in this letter, I am including Panama atong the Centr:.] American ke 
countries. 


* 


_ Fram the brief survey we were able to sake of the Central 
American aren, I am personally convinced that the countries involved neod 
economic assistaneo from an external source at this time. The econonies 
of each of the Contral American countries have beon alversely affected by 
the sericus drop in the price of coffee ani in sar> cases 1130 by lowered 
production and declining sales of bananas, I believe that each of the 
' countries is in a position to do more for itself than it his done; sore 
could and should be done ly the governments and by the wealthy citizens, 
Nevertieless, I feel that they are in nevte need of econ mic aid and that 
it is in the interest of the United States that we oxte: i sume economic 
assistance to the Central Anerican countries at this time. 








om Tee 
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In my opinion, economic assistance should be given to the _ 
Central American countries in the form of loans from three sources, numely: ~ 


1, The Fxport-Import Bank P 
: 2. The International Bank for 
Reconstruction and Development 
3. The Development Loan Fund — 
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| copies of this letter were also sent to Under Secretary Dillon, James 
H, Smith, Jr., Director of the International Cooperation Administration (ICA), 
Assistant Secretary Rubottom, Rollin S. Atwood, Regional Director for Latin 
American Operations, ICA, Henry A. Hoyt, Special Acsistant in the Bureau of 
Inter-American Affairs, and Bayard King of the Office of Middle American 
Affairs, The source text is unsigned, 

 /iiiton Eisenhower visited the countries of Central America between July 
12 and Aug. 1, 1958, as the personal representative of the President: for 
documentation, see pp. 
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Page 
Although the lending cctivities of the above named institutions 
“ ere coordinated to some extent, particularly ‘the liational ‘ 
Advisory Council, and well-coordinated positive ; 
Conferences should be arranged executives 
of the three lending institutions to study the economic of the 


. 
“. 
‘ 


, 
: 
a 


¢ oY 


Economic projects most. urgently needed in each country. 


Estimated capacity of each country to repay additional 
loahs in dollars and possibly in local currency. 


Recommended allocation of essential projects to the three 
lending institutions, or possible participation by DLF . 
and the Export-Import Bank and/or the International Bank 
wherever this seems advisable. 











a my opinion such a joint stuly would be of considerable value, 7 
= be possible to reach an agreement among the lending insti- | 
— | tutions as to the approximate amount of loans to be considered by each 
= °} . institution and the specific projects to be covered by each of such loans, = 
zw 
— In addition to the extension of economic assistance by the three 
<5 lending institutions, I feel that ICA (International Cooperation Admini- 
=u stration) shuld be urged to increase, if possible, the amount of ites 
SE) technical assistance in each of the Central countries, In ay jx, 
&u — opinion it would be helpful if through ICA some experts could be sent to he 
x the Central American area to give edvice *o the various countries in con- n- 
az nection vith the possible dversification of agricultural crops in each \ 
o = country in an effort to broaden the economic base and to lessen the we 
- Se degree of dependence on coffee. e 
~~ as - 
Qo I also feel that the t of a common market in the ~ 
3S Central American ares is a and constructive step, An 
ee organization, namely ODECA, has already been created for this purpose, but 
7 5 is being made very slowly. The creation of a common market, with a, 
the elimination of customs barriers, free movement of labor between f. 
countries, the possible establishment of a single common currency, the ; 
mi allocation industries to specific countries, ani other necessary steps < 
can only be brought about by the efforts of the Central American countries 
~ themselves, but I feel we should give them all possible encouragement and : 
assistance. Perhaps nev loans and technical assistance can be extended in 
° — 
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national Monetary and Financial Problems K " oe 
¥ 

' ’ 
For National Advisory Council Use Only Washington, August 26, 1955. 


Secretary Robert B, Anderson (Chairman), Treasury Department 
Mr, Julian B, Baird 
Mr. Elting Arnold 
Mr. Philip Schaffer 

. Henry J. Bitiermann 

- Ralph Hirschtritt 

. Ralph V. Korp 


FFF 


Mr. C. Douglas Dillon, State Depariment 
Mr. John Parke Young 
Mr. Emerson Ross 


Mr. Walter Willians, Commerce Departme’t 
Mr, Marshall M, Snith 


Governor Wm, hicC. Wartin, Jr., Board of Governors, Federal Reserve System 
Mr, Arthur W. Marget 
Mr, Robert S, Sammons 


Mr. Lynn U, Staabaugh, Export-Import Bank 
Mr. Vance Brand 
Mr, Walter C, Sauer 
Mr. Harry R,. Rowntree 
Mr. Walter Schaefer, International Cooperation Administration 
Mr. Hale T, Shenefield 


Mr, Frank A, Southard, Jr., International Monetary Fund 


Mr. William F, Doering, Department of égriculture, Visitor 
Mr. Arthur G. Kevorkian, Departme:.t of Agriculture, Visitor 
Mr. Maurice Stans, Bureau of the Budget, Visitor 

Mr. Bartlett Harvey, Bureau of the Budget, Visitor 

Mr. Hal Lary, Council of Economic Advisors, Visitor 

Mr. Edmond C, Hutchinson, Development Loan Fund, Visitor 
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/ The source text is designated "Draft of 
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1. Proposed Irter-American Banking Institution > 








The Cheirman referred to the draft paper{+ which had been distributed as ~ 
the basis of a charter approach to an Inter-Anerica. Banking Institution/and sald \ 3 / 
that the primary problems appeared to be the kind of institution which would WY 
be set up, and the way in which the capital would be provided, He asked the 

other Council members for camnents. 


Mr. Dillon said thet in view of its political objective the proposed 
Bank should be organized as en Inter-/fmerican Institution with control by 
the Latin Americans. The United States approach should be as flexible as 
possible. One unresolved question was whether the Institution should make hard, 
soft, or mixed loans, While no rigid formula should be adopted at this time, 
the United States should decide which approach it preferred, subject to any 
necessary accomaodation to Latin American views, He inclined to the view 
that the Bank should make mostly soft loans, and should not compete with 
existing institutions making hard loans. 


Mr. Dillon continued that the kind of loans would affect the raising of 
the capital. The Bank would probably be unable to borrow subsiantial amounts 
in the private market in the absence of a U.S, Goverment guarantee, If 

it made soft loans, such borrowing would be out of the question. If the 

Bank were a soft loan institution, replenishmeiit of capital, although not the 
original capital contribution, should come fram the Development Loan Fund, 
which he thought should develop into a central source for soft loan capital. 
Mr. Dillon thought that the question of U. S. representation was related to 
the location of the Bank. — If it were located in Latin Anerfea, it would 
not be feasible for the U.S, Executive Director of the International Bank to be 
the U.S. Executive Director of thegInter-American Bank, He also raised the 
question of whether the managem f the Inter-American Institution should be 
similar to that of the Internat Bank, or should have a greater flavor 

of foreign policy, with policy vce tied in more closely with the 
Development Loan Fund, He thought the paper provided a good start for con- 
sideration of these various problems, , 
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Mr. Stambaugh commented that Latin Anerica was the most valuable and 
important foreign trade area of the United States, The ability of the Export- 
Import Bank to provide credits had always been an important factor in retaining 
markets in Latin America, as well as in other parts of the world, and the 
United States should avoid setting up an institution that would in any way 
handicap American industry in competing with lower-cost foreign industries, 

Mr, Stambaugh continued that if Latin American economic problems could be 
solved simply by providing more credits, a new institution would not be 

needed, The Export-Import Bank believed there was need for a new institution 
with functions different from those of the existing institutions. The problems 
of obtaining the local currency for development projects and for budgetary 
financing, were chronic in Latin America, The new Institution could usefully 
confine its financing to such internal expenditures, and should also be able 
to give technical advice and to assist the latin American countries in plenning 


their development programs, 
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NX On August 12, Under Secretary Dillon announced that the United ' 

States was prepared to consider the establishment of an 
inter-American development institution. (American Foreign Policy: 








Current Documents, 1958, Ppp. 408-409) 
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ji, Willians inquired as to the need for the proposed Institution, and 
whether Dr. Milton Eisenhower and Vice President Nixon had been consulted, 
The Commerce Department had also considered whether the Institution might not 
more appropriately be a Latin American than an Inter-American Institution with 
the fimction of providing local currency for local currency needs. 


The Chairman commented that the Latin Aserican feeling of having a speciel 
relationship with the United States had been weakened by U.S. participation 
in regional organizations in other areas, such as NATO end SEATO. & several 
occasions during the past several years, the Latin American countries had pro- 
posed a regional Inter-American Bank, to include the United Stetes. ‘The United 
States had opposed such a bank on the grounds that resources could not be 
increased simply by multiplying institutions, The recent determination of the 
President to offer the support of the United States for =: Arab Bank involved J 
for the first time U. S. support of such a regional financial institution.«¢~—— \/ 
Accordingly, it was decided to announce support of 4 sew Institution before 
the announcement concerning an Arab Bank was made in the United llationS. ‘The 
Chairman then stressed the importance of avoiding failure of the new Institution. 
It should be thought of as a financial institution subject to a minimum of 
political influence, 


Mr. Martin questioned the need for the proposed Institution, and agreed 
with Mr, Stambaugh's remarks about existing institutions, He added that e 
financial institution to be successful should be divorced from political 
influences, but noted that the new ynstitution was being born in a political 
atmosphere, He agreed with the importance of a flexible approach, and of 
endeavoring to learn the views of the Latin Apericans, 


Mr. Schaefer commented that ICA had found difficulty in negotiating 
in Latin Anerica on a multilateral basis, Wr. Stens inquired as to what 
initiative the latin Anericans had taken on the matter. The Chairman replied 
that the creation of an Inter-American Bank had been high on the egenda of 
recent Inter-American meetings. Dr. Milton Eisenhower had indicated that the 
Latin Americans felt "shuffled around" fyom bank to bank, ard had suggested 
that there should be one central place for contacts, 


The Chairman continued that many important questions would have to be con- 
sidered, These included whether finaocing would be provided for housing; 
whether it should be a "soft loan" institution, in the sense of lending dollars 
with repayment in local currency; what would be the source of a constant stream 
of dollars, and who would put up funds in addition to the United States; whether 
the Latin American countries would make a single or a yearly contribution; vhat 
use would be made of Latin American currencies contributed to the Institution; 
and vhether the Institution should lend for oil development in latin America, 
end many other questions, The question of whether a new institution was needed 
was pertinent, but the dezands of the Latin Americans would not be satisfied 
by increasing the resources of existing institutions, However, the United States 
could not afford to back an institution which was not soundly conceived and 
operated to provide a basis for healthy growth, It would be imperative not to 
impeir the functioning of existing institutions, and there should be the closest 
kind of essociation vith these institutions, including both the International 
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4 'n his adiress to the third emergency special session of the U.N, General 
Assenbiy on Aug. 13, 1958, Preriient Zisenhower proposed, inter alia, consule 
tations between the Secretary-Ceneral and representatives of the Arab states of 
the Near Enst to determine whether they coul¢ reach agreement on the establicshe 
ment of a regional development ingtution, und he also indicated that the Unated 


States would support a “soundly organized" inetitu 


ident 's address, see Department of State Bulletin, Sert. 1, 1955, ope 337=3426 


| For documentation on the subject, see Vol. YH pre . 
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Bank and the Export-Import Bank, The Chairman concluded that it would be unwise 
to raise any of these issues formally with the Latin American countries at too 
early a date, although informal bilateral discussions might be useful. 


With respect to the time schedule, Mr. Dillon observed that Buenos Aires 
Conference Resolution XVIII directed the Inter-American ECOSOC to study and 
report on the needs of Latin America for capitel, the possible sources of such 
capital, end releted questions, The report to the 21 govermmexts should be 
ready about the first of October, Bilateral talks could follow receipt of 
the report, with details to be negotiated in Inter-American Eccpamic and Social 
Council, followed by a formal ratification meeting. The Secretary of the 
Council noted that Resolution XVIII contemplated a meeting of financial repre- 
sentatives, Mr. Dillon said that the representatives should meet only after 
informal talks had been held. He mentioned that an Inter-American Conference rc 
would be held in Ecuador about January, 1960,jand that the Latin Americans - 
would like to have the Inter-American Bank matter settled well before that 
meeting. He suggested, therefore, that it would be desirable to have a high- 


level conference early in 1959. 


The Chairmen suggested that the Staff prepare a@ paper that would present 
various alternatives with respect to the creation and operation of the Insti- 
tution, : together with the problems and issues raised by each, for 
subsequent consideration by the Council, This was egreed (see Steff Comsittee L 
Minutes No. 556 and 557, NAC Document No, 2383, and Council Minutes No, my “VY 





We - _ r sa 4 f as ‘ ¢ - > 1 
LNere follows cussion of agenda item 2, “Proposed Increase in IBHD 


and IM Resources," | 
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ts to e proposed Kleventh In‘ ereAmerican C nference, scheduled 


Reference 


* nver ,* , 
© convene in quito. The meeting was postponed several times until Mar, i9tl, 


when it was postponed in efinitely. 
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- 3. Inter-/merican Develoment Barking Institution 

rr: The Council then discussed the paper prepared by the Staff Committee 

= outlining alternative approaches to the establisivse:t of an Inter-American > 
= Development Banking Institution (U\C Docunent Wo, 2383).4 The Chairman . 


said he expected that the Latin Avericaa countries vould want to proceed 
with the planning of the I wtituticon, .- He su~cested that during 
the absence from Washington of many interested perso:s for the meetings 
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of the International Monetary Find and the International Bank in New Delhi,,———— 7 
discussions with the Latin Americans on the Bank should be mi:imized, and 

work should proceed toward the develogment of a United States position, with 

the understaiding that the position would not be made final until afver October, 


——a 


—- = 


The Secretary reported to the Council on the Staff Committee discus- 
sions and reviewed briefly the main points raised in NAC Docuzent No. 2383 y 
and Document No. 2383 (Supplenenit )f A \- 





— es - 7 


Mr. Waugh stressed the importance of avoiding too early a formalization 
of the United States position on the Bank, since the patteri might became a 
precedent for other regional barks, lie also emphasized the need to determine 
the specific purposes of the Institution, He had been inoressed by the lack 
of planning in Latin American develomment programs, and by the internal financing 
problems of these cow:tries. He felt that most of the problems that would face 
the new Institution would arise in countries that were unable to handle their 
internal financing problems. The Latin Awerican countries wanted low-cost 
housing, schools, hospitals, hotels, and local currency financing for projects 
financed by the E:port-Import Bank and the International Bank, They did not 
need for their develomment prograzs more Gol’ars than were available from 
existing institutions. He felt it was of the utaost imporiance to develop 
clearly the ways in which the new Bank would avoid competition with existing 
institutions. He believed that in view of the prospective large United States 
budget ceficit the Congress would scrvtinize very closely any proposals for new 
institutions, and felt this was a further reason for developing carefully the 
way in which a new institution would operate. 
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Governor ScynezaR\said that the Ltesic views of the Federal Reserve Board 
were reflected in the docurent and its sinplesent. He agreed that the Bank 
should supplement rather than compete with existing institutions. The most 
vital point was that the Bank would provice an opportunity for Latin American 
countries to obtain experience in lencing money, In response to a question 
by the Chairman, Governor Szymezak said that the Institution should not accept 
denosits, in view of the long-term charafter of its loans, Mr. Southard con- 
mented that lending experience by Latin American countries would be a useful 
by-product of the Bank, and said that experience in the Inter. etional Monetary 
Fund indicated that Latin Americans can be critical of the proposals and per- 
formance of Latin American countries, 


Mr, Snith,expressed agreement with the views of My. W.ugh, He felt that 
a clear idea of the objectives of the Institution, particularly in the field 
of develcrnent, was needed, as well as a view of the extent to which the Bank 
could make fwids available at reasonable interest rates. 


Mr. Dillon expressed concurre ice with the Chairman's views on the time 
schedule, He felt that Cetober shold be used to develop the United States 
position, following which talks could begin with the Latin Aner‘vans to ascertain 





~~ 


he reference’ moetings toox plaice Oct. 610, 1958; pertinent docue 
mentation is in Department of State deci'mi file 398,13, 
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what kind of bam they desired, He agreed with the Staff emphasis on 
technical assistance activity, which reelly i:.vclved improvement of planning, 
and suggested thet these ectivitics be referred to as develoment planning 

eo as to avoid confusion with existing technical assistance programs. He 

saw the task as having two parts, first to work out the objectives of the 
Institution, and second to dete:mine what should be in the articles of 
association. He recalled thet the basic motive was political, to meet the 
Latin American desire for a special association with the United States, 

and expressed preference for a flexible approach to the purposes of financing, 
currency of repayment, and similar matters, He expected it would be difficult 
to defire the idea of supplementing and not competing with the existing 
institutions. He feit that the form of capitalization would depend to scone 
extent on the kinds of loans to be made, and agreed that the Bank should not accept 
deposits. He felt the suggestion of limiting the Bank to econamic development 
projects should be sharpened, but that tco categorical a view should be 
evoided, He suggested that the drafts prepared by the Staff include draft 
policy statements for internal U.S, coz:sideration. 
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Mr. Schaefer, agreed that the new Institution's activities should supplement 
those of existing institutions and noted that the paper offered no suggestions 
for using foreign currencies now available to the United States. 


My, Reid felt that principles to apoly to development benks generally vere 
needed, and hoped that the Urited States would not go so far in the Latin 
American case as to prejudice our position in other areas, the illustrative 
figures in the paper for the anount of capitalization, he felt it was difficult 
to determine cnounts without a clear idea of the Bank's objectives, He noted 
that the prospective increase in the resources of the International Bank and 
Ir.“ernational Monetary Fund preswiably would effect the needs of Latin America 
and therefore the capitalization of a new Institution. 


The Chairman summarized by saying that the Staff work throvgh October 
should not be considered binding on any agency with respect to policy, but 
that the drafting would help to sharpen up the issues for decision, The 
pattern for the Bank, he continued, should be considered different fran the 
pattern of other regional banks in that the United States would be a member, 
The pattern announced for the Arab Bank, that the United States would support 
it if the Aravs would tale the initiative but that the United States should not 
be a member, would be the pattern for all regional ba..ks except the Latin 
American, He suggested that the role of the Export-Iuport Bank and the 
International Bank be protected, 


Referring to the paper, the Chairman thought that the draft of II (Purposes 
of Financing) should be along the lines of point 5, the flexible approach, and 
that the draft of III (Currency of loan Repayment) should follow point 3, the 
flexible policy, IV (Capitalizeiion) the drafting should follow B, the 
partially paid-in approach, with the initial United States contribution not 
exceeding $100 million or 1/3 of total pa'd-in capital, On VI (Voting Rights) 
he preforred alternative (b) or (c), with policy cecisiors to be made by the 
Governors under the requirement of 2/3 of the votes, and other decisions to be 
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made by the Executive Board, possibly with a lesser proportion of votes 
required, Under VII (Technical Assistance Activities) the draft should 

be responsive to Dr. Milton Eisenhower's suggestion that the Institution 
counsel and advise applicants to the Export-Import Bank and the International 
Bank, The Chairman concluded that the drafting along these lines should take 
place with a minicva of consultation with foreign govermments and with no indi- 
cation thet any decisions had been reached by the United States. 


Mr, Waugh suggested that Section VII should be called "Financial and 
Development Planning," and should be moved to a place earlier in the paper. 
He also camsented that if the Bank did not sell securities, the Jatin American 
countries would have to make contributions annually. 


Mr. Dillon agreed that the Inter-American Institution should be considered 
different from other regional financial institutions. With respect to voting 
rights and policy decisions, he agreed that policies should be wade by the 
Board of Governors, probably by a two-thirds vote, but he noted that this 
raised the question of a U. S, weighted vote, which neeced careful consideration, 
In order to avoid the necessity of seeking the support of ay Latin American 
country on any major issue, the United States might seek a 34 percent vote in 
the Board of Governors. He expressed general agreement with the procedures 
suggested by the Chairman, but noted that it also might be desirable that the 


Staff prepare position papers for later negotiations with the Latin American 
countries, 


The Chairman stated that the drafting should deal specifically with such 
questions as whether loans would be made to wholly-owned subsidiaries of 
govermments, whether the Bank would lend for housing and other non-productive 
purposes, and similar questions. He added that any international agreement 
on a charter for the Bank should be reached outside the forticcming meeting 
of foreign ministers in Washington, but within the OAS.‘ With respect toa sug- 

estion that the OAS ask the Inter-American Econaszic and Social Council 
LABCOSOC) to draft the charter, the Chairman said that the drafting vas a 
task for specially qualified financial experts rather than the usual delegates 
to LABCOSCD, 


Mr. Dillon agreed the drafting of a charter should not be done by the 
etaff of IASCOSOC, although it could be done under the aegis of that orgeni- 
gation, The drafting should be done by specially designated representatives 
of goverrments, including ad hoc financial experts, Anbassador Randall, 
camented thet no difficulty was expected in LAECOSOC, since the United 
States had already made clear its view that the drafting sliould be done 
by a specially qualified group. 
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Dear Milton: \ 


overtaken by the ewift march of events. Moreover, I*ve had difficulty 
consulting with some of the officials concerned with economic and 
financial matters due to their prolonged preoccupation with the IM?- 
IPRD meeting in New Delhi and other matters Like the Colombo Plan 


o- 4 oe 
Tiree draft replies to your letter of October 2] have been 4 ca 


. Conference. } 
Nov, however, we are at grips with the Latin Acerican economic — 
f probless in the Special Camnittee of the Council of the OAS/Whleh _ Vv 
d convened Monday., Attached is a copy of Doug Dillon’s very good speech a 
of yesterday with certain key parte underlined for your convenience. ' iam 
The fact that we are engaged in our meeting dcoonstrates avain tne o 


rapidity with which ve are moving in our efforts to find constructive ' 
solutions, on @& Cooperative basis, to Latin America's probless. Tiis 
is truly en operational phase of our relationship. 


You should know that a rather serious problem has arisen with the 
Treasury Department over the handling of the discussions revarding 
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the Inter-American Development Institution. We ere pledged, and have “ee ie 
constantly reiterated this pledge as in the case of Dillon's epeeccu, ‘ oe 
to negotiate and draft the outline for this Institution in the — ‘hoe 
Comnittee of Experts of the Inter-American Economic and Social Council = s 
which will convene on Jamuary 8. ‘Treasury, at least the vorking < “mee 
level officials there, bolds that this precludes any diccussion prior ~~ e 
to that meeting. The latin Americans are determined, with possibly “ , 
twe exceptions in Mexico and Cuba, to discuss tiie Institution at least Ns 
along general lincs during this present ‘meeting of the Special Conm- — 
mittee of the GAF Council. I do not see hov we can avoid listening 

to ther observations, and perhaps expressing a fev views ourselves \ 


as to its ceneral character and outline without iu any way committing 

our Government. The Treasury Departwent is against this and even . 

complained about the references to the Institution in Di Lion's epeech, 7 da 
: simply in the forms of questions which will hove to be tnecd by us all. . 


;"  y 
: \ 
TS te. Milton &. Eiseniower, President, 


Johns Hopkins University, - 
Baltimore, Marylwid. —_ 
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I want you to know about this matter because we may lave to enlist 
your quiet support if the issue decomes more serious. Tom Mann and I 
intend to see Secretary Anderson today or tomorrow, if possible. If we 
are unable to resolve the problem, we shall have to take it up with the 
Secretary, with Doug Dillon's support, of course. 


if 


I am certain that we have nothing to lose, and mich to guin, by 
taking a positive approach on the discussion of this Institution, 
without committing ourselves to anything, especially bearing in mind mmare 
that it is only six or seven weeks until the other committee will meet : 
in January. Great resentment will build up against us if we should - 
attempt to hold back discussion of this Institution in this present forun, 
in fact, I doubt that we would succeed. 


I think that the prospect mentioned under poirtno. 3 of a bifurcated 
development iastitution offers renl hope. None of tue Latin American 
countries are going to vant to put in money to be repaid in some other 
kind of currency; therefore, most of them want the strictly banking side _—— 
of the institution to be a hard loan ectity. Mexico, Cube and Venezuela Sa 
— 


have been very outspoken on this point, as you might expect, in view 

of their relatively hard money. On the other hand, everybody wants to 
be able to get soft loans through the ji stitution and we, of course, 

are the only source of that kind of mouey. We could lend money from the 
DLF to the .astdétation and it could make soft loans. After a few years, 
it would have repayments coming in in tue various kinds of currency 
which could be revolvirg and our contributions could cease. 


NITED STATES" 


| pene 

With varmest regards, a 
Very sincerely yours, : 

bwewe 
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[Attachment } 
Paper Prepared in the Department of State 


(Washington, November 24, 1958.) 





Tn onder to permit the institution to make some loens of convertible = i 
currencies repayable in locel currencies to sssist in financing eppro- 
priate projects, it should be given suthority to borrow for such purposes 
fvom the U. &. Develoynest Loan Fund. Funds borroved from the ILF would 
be segreguted from other resources of the jnstitation end othervise 
handled on « distinctive basis in order to preserve the integrity of the 





institution's capital and the seperate churecter of its other lending 
operations. Purposes of financing, terms, conditions an4 other relevast 
aspects of transactions imvolving funds borroved from the ILY would be 
subject to determination in specific loan agreements betveen the insti- 
tution and the DL¥. In this way the United States Soverment could 





exercise adequate control over the expenditure of such funds without 
resort to special provisions in the iastitution’s charter or in the vot- 
ing righte of sembers. 
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Secretary Robert B, Anderson (Cheirman), Treasury Department 

Mr. Julien B, Baird 

Mr. Tom B, Coug>ran 

Ma. Nils A, Lennarvson 

My. Fhilip P. SchafMmer 

M:. Eliing Arnold 

Mr. Kenry J, Bittermann 

Mr. Ralsh V. Korp 

hr. E, Jay Finkel 


Mr. C. Douglas Dillon, State Devert.rent 
Mir. Thomas C, lam 
Mr. John M, Leddy 
Mr. William V, Turnace 
Mir. Jain Parke Young 
Mr. Harry R, Turkel 
Mr, Alexander M. Ros 2nson 
Mr. Phil R, Atterberry 


Secretary Lewis Strauss, Commerce Department 
Mr, Henry Kearns 
Mr. Marshall M, Srith 
Mr. Clarence I, Blau , 


Governor Wn, McC, Martin, Jr., Board of Governors, Federal Reserve System 
Governor M, S, Szymczak 
Mr. J. Herbert Furth 


Mr. Samuel C, Waugh, Export-Import Bank 
Mr, R. H, Rowntree 


li. Dempster McIntosh, Development Loan Find 
Mr. Robert M, Cabot 


Mr, Walter Schcefer, International Cooreration Adainistration 
Mr. Hale T, Shenefield 
Mr, Charles Varden 


Mr, Thomas P, Doughty meee COR 
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Mr. Frank A. Southard, Jr., International Monetary Fund 
Mr. John S. Hooker, International Bank 


Mr. Max Myers, Department of Agriculture, Visitor 

Mr. William F. Doering, Department of Agriculture, Visitor 
Mrs. Ketherine Wiley, Department of Agriculture, Visitor 
Mr. Larry F, Thomasson, Department of Agriculture, Visitor 
Mr. Bartlett Harvey, Bureau of the Budget, Visitor 

Mr. Hal B, Lary, Council of Economic Advisers, Visitor 


Mr, George H. Willis, Secretary 


Mr. C. L. Callander, Assistant Secretary 
Mr. Victor A. Meck, NAC Secretariat 
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1. Inter-American Devel t Bank ituti 


The Council considered the paper submitted by the Staff Comittee on policy 
issues aati» in the Inter-American Development Banking Institution (NAC 
Document No. 24 The Secretary of the Council reviewed the Staff Camittee 
ciscussion, Ret) Out that the basic assumption of the Working Group was 
that the institution would be a conservative financial institution which would 
revolve its funds through ea banking operation. If this broad principle were 
altered to emphasize the possibility of soft loans, the paper vould have to be 
modified, The Staff Committee had discussed the question of currency of repay- 
ment and agreed this matter required further Council consideration. Another 
important issue was whether the authorized capital should be $600 million as out- 
lined in the paper, or $1 billion as suggested by the State Department in the Staff 
discussion, The Secretary noted that these questions also involved the question 
of U.S. voting power in tne institution. 





The Chairman asked for the views of the Department of State. Mr. Dillon 
recalled the political motivation of United States support for the institution, 
and informed the Council that the Latin American participants in the meeting of 
the Special Comittee of the Council of the Organization of American States (OAS) 
were insisting on discussing the deteils of the new institution despite Urited 
States efforts to confine the discussion to generel matters. The Latin American 
delegates felt they did not have significant resources to contribute to the insti- 
tution, and that the main Latin American need was an increase in capital evail- 
ebility fran outside Latin America. It appeared that Latin American herd cur- 
rency contributions would be insufficient to have much effect, and that hard loans 
by the new institution would tend to reduce the possibility of loans from the 
Export-Import Bank and the International Bank. Accordingly the State Department 
felt that the United States must make additional funds available to the new insti- 
tution for loans involving repayment in local currencies, State felt that the 1/3 
- 2/3 ratio for hard loan contributions was no longer realistic, and that the 
United States should offer to contribute half the hard loan currency, , Mr. Dillon \ 
continued that in his view Latin American countries would be expected bo look to 
the new inter-American institution for soft loans, and the Development Loan Fund 
would not make loans to Latin /merican cofrtries except in special circumstances, 
The new institution would have brosd authority to borrow, vinich would make it 
possible to borrow from the Development Loan Fund should that be considered appro- 
priate at the time, On a 50/50 basis the initial capitalization might be $500 
million, in eddition to the borrowing from the DLF. The institution should also 
have more freedom in the technical assistance field than the Working Group recon- 
mended, particularly in assisting Latin American countries in preparing econanic 
Gevelopment prograns, 





7 
4 
v 





— 

Mr, Mann, ccczenting on the meeting of the OAS Special Camittee, pee that \-~ 
some Latin American delegates were seeking a United States commitment 
"Warshall Plan" for Latin ‘merica involving some 2} to 3 billion dollara. “it was 
felt important for the United States to present the non-controversial aspects 
of the Inter-fmerican Bark and if tine pers: ‘itted some of the major points, in 
order to avoid a formal request for such an eid program end widespread criticiem 
of the United States. 
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The Chairman commented that the United States hed been exporting large suns 
of dollers in a variety of weys over the proceding 10 years, and that it wes 
necessary to consider the extent to wnich continued exportation of U.S, dollars 
and gold was dcsircble, The proposal for an Inter-American Bank envisaged @ 
revolving financiel institution, but the Latin Asoricans were saying that the 
institution could not be established wiless the United States put up the money. 
A division of contributions would need to be worked out, but it was imperative 
that the Latin Americans have a real aod hard sense of contribution. He pre- 
ferred a 1/3 - 2/3 ratio because it was consistent with the idea of an inter- 
nationel institution, and egreed that if the contributions were on a 50/50 basis 
the cepitclization should be cnaller then if it were 1/3 and 2/3, He would be 
willing to concider soft lcan eutbority for the institution, but would oppose 
creating a soft loan institution with a commitment of constant replenishment by 
the United States without participation by the Latin Amzricans, United Stetes 
participation must be by direct appropriations from Congress on the basis of a 
clear unceretending of the amouat and nature of the capitalization and the 
dividing line between hard and soft loans, and a clear widerstanding that further 
appropriations would be necessary in the future. The Chairman agreed that the 
institution should have the right to borrow in private markets, and that the 
eaphasis should be on project loans, with the possibility of other types of 
loans to the extent feasible, 





Secretary Strauss commented that he had a nusber of questions concerning the 
institution, inclucing the need for it, but that he would in the first instance 
seek the answers from his staff, 


Mr, Waugh expressed surprise at the turn of the discussion of the institu- 
tion away from the hard loan approach, He questioned the notion of U.S, veto 
power, recalling that the initial approach involved control by the Latin 
Americans, He also questioned the proposal that the Develoment Loan Fund lend 
to the institution to enable it to make the same type of loans that the DLF 
could make bilaterally. He did not see that any approach was being made to the 
mein Latin American problem of financing social overhead projects. He outlined 
the view of the Export-Import Bank's Board of Directors: that the Later- 
American Bank would necessarily involve competition with existing institutions; 
that the competition of a bank Wiich made only hard loays would be preferable 
to competition of a soft loan institution; and that the charter of the Inter- 
American institution should require that its loans offer reasonable assurance 
of repayment in the same currency in which the loass were made, This would per- 
mit hard loans in Latin American currencies, Mr, Waugh ccntinued that if the 
Inter-American Bank made soft loaius it would interfere with and perhaps drive out 
sound loans by private lenders and existing public institutions and would require 
periodic new appropriations by the United States, Any soft loans of U.S, finds 
should be made only by agencies controlled by the United States. Mr. Waugh felt 
that the matter should be discussed with interested Congressional ccamittees 
before comuitments were made, He concluded that if the United States contributed 
ell or noarly all of the money to this institution it would create troublescne 
precedents in the case of other regional institutions, 
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The Chsirman said that eas a matter of principle a sound bank required sound 
lozns with repaymwits in the currency lent. However, if the Department of State 
believed that an this basis it would not be possibile for the institution to be 
esiariished, thon the soft loan possibility could not be rulez out. The probdles 
then woulé be te get U2 soundest possible institution in such a fremework, ‘This 
would reouwre periicipaifon in coviributions dy 211 th: members, ‘The DLF should 
deal. with vorrowers bilaterally retner than thoough the Inter-American Bank, and 
any soft loan capital contributed by the United Siates should be provided by 


Girect appropriation by the Congress. 


Mr. Martin expressed agreement vith the views of Mr. Waugh. He felt that ea 
50/59 celal contribuvion basis was inappropriate for an iniernational institu- 
tion and w.at soit loans were really more like grants than loans and that re- 
payment wou.¢ in effoct be made by printing money, He felt that ths best long 
run politics was to make the institution successful, and that the United States 
should not retreet frum the principle that the ins:itution was expected to make 
its wey as en earning institution. He did not insist thet loans be solely for 
projects or rule out social overhead loans, and he felt that if there were to be 
soft loans, they should be so financed that the capitalication of the institu- 
tion would not be increased, 





a i 


~~ < 


Mr, McIntosh expressed a preference for a mixin United States contri- 
bution of 1/3 and felt that it would te prefercble for tho Development Loan Fund 
to deal directly with Latin Amevican borrowers rather than delegating control 
over its operations in Latin America, Governor Szynczak commented that the 
Latin Americans appeared to be talking about two different things, a bank and an 
aid progran, 


Mr. Dillon said that the Latin Americans have avoided the word "bank" in 
talking about the new institution, and he referred to an OAS publication on 
finencing of econoaic developaent in Latin Averica, He thought the Latin 
Americans would now be satisfied with project loans, including social overhead 
projects, and loans to local development banks, He agreed that in a financial 
institution on a hard loan basis the United States share should not exceed 1/3, 
but he felt this would not satisfy the Latin Americans, Therefore, State felt 
the United States should go to a 50/50 basis for hard loan capital, plus addi- 
tional soft loan capital on a loan basis, This would leave the United States 
in the position of not heving more than a majority of the voting power, The 
latin Anericans might match our soft loan contribution with their ow currencies, 
To the extent that the institution would lend for social overhead projects, it 
vould not compete with the Export-Import Bank, the International Bank, or 
private capital, He agreed that the institution should not have the right to 
additional appropriations every year, and that the matter should be discussed 
with the interested Congressional cawnittees, 
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Mr. Hooker suggested that the DLF could cooperate with the Inter-American 
institution, which could prepare soft loan projects for DLF consideration, but 
without itself making soft loans, He also wondered whether the Latin Aucrican 
delegates to the CAS Special Comittee were the appropriate people to make deci- 
sions alout the Inver-Ascricen Banking Institution, 
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The Chairman said that the main point was that the Inter-American Banking 
Institution should be regarded as a financial organization, and that the latin 
Ancricans must realize that the institution would run out of finds wmiless the, 
Latin Americans contribute more than the United States, If it depended only or 
United States contributions it would not be a financial institution even thougt. 
it would be so regarded. 


With respect to the meeting of the OAS Special Committee, the Secretary of 
the Cocneil commented that there were still some apparent differences of opinio 
emong the Latin Anericans about the nature of the institution, H» also noted 
that the OAS document on financing Latin American economic develop rent had bee, 
produced by its secretariat,, and that the attitudes of the Latin Asericans 
toward it were not known, 





Mr. Mann asked the advice of the Cowncil with respect to tactics on the 
drafting group which had been set up by the Special Committee. The Chairman 
said that it was not possible to make an immediate decision on all the issues 4, 
the institution and that the best course appeared to be to tell the Latin 
Americans that we would try to produce an outline of the new institution by the 
first of the year, and that this would require bilateral consultation with indi- 
vidval countries and consultations with Congressional comaittees. 
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Memorandum from the Assistant Secretary of State for Inter-American Affairs 


(Rubottom) to the Deputy Under Secretary of State for Economic Affairs 


: (Dillon) . oo 
Limited Official Use dashington, December 19, 1955. | 
| | 
Subject: Priorities for DLF Loans in Latin America. Z_ R | 


{w 


“tbe _ 
“ ‘4 
Mr. Turnage,has invited our attention to the fact that with the | nad 
scheduled allocation of $21.75 million for Argentina the remaining free 
balance of appropriated DLF funds will total $73 million. He has 

requested the views of ARA as to the priorities appropriate for processing 
outstanding Latin American loan applications in relation to this balance 


as a guide for the DLF staff. I am pleased herewith to respond to this 
request. 





TATES”. 


You will recall that last February Mr. Mann and I discussed with 
you the importance in terms of our relations both with Latin America 
and with the Congress of assuring adequate consideration for applications 
from that area in DLF loan approval action. At that time, we sugested —_ 
the DLF establish an aduinistrative target of 10 to 15% for loans to a 
Latin American applicants. You agreed with this assessment and objective 
but wisely pointed out the administrative difficulties and potentially 
inadvisable implications of earmarking any specific percentage of ULF 
funds for a particular country or region. You emphasized the uncertainties ~ 
as to the likely volunc of meritorious economic developm&it loan appli- .. ES. 

—_ 





a *> 


cations from Latin America at that time and I full’ concurred in your _ & 
observations. Since then there hive been filed with the DLF applications ~s. of 
by Latin American countries in volume in excess of our earlier suggested > “ 
administrative percentage target. These have been recognized by the DLF ©“ . /S, 
staff on examination to qualify for DLF financing. This circunstance ‘* 
reflects both the initiative of the Latin Americans and their increased ' ott. 
dependency on external financial assistance. : 
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In my manorandum to you of Novenber 1), I reaffirmed my concern for mS 
the need to assure an adequate flow of DLF funds to the ARA region, —— 3) 
particularly in light of increasing Congressional interest in this subject. W™\ .*- 
Discussions in the "Committee of 21", with which you are thoroughly 
conversant, have since that date further underscored the importance of 


such DLF action in terms of improvement in U.S. relations with the other fh ° 
- American Republics. 4 
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The DLF Board has so far approved loans to Latin American applicants 
totalling $15,910,000. I recomend provpt and favorable action on an 
additional seven applications in the amowit of $27,810,000 as a miniaun. 
Even including the $21.75 million for Argentina, which is a very special 
case, the combined total for Latin America would thus be only $66,530,000, 
or less than 10% of the current $700 million ILF appropriation. 


The priorities for Latin American projects in relation Ww the renain- 
ing $73 million DLF balance are as follows: 


1. Uruguay Teleconmmunications $5,500,000 
2. Haiti Artibonite Valley 5 ,000 ,000 
3. Guatemala Industrial credit 5,000,000 
4. Bolivia El Alto Airport 3,000,000 
5. Chile Pudahuel Airport 6, 300,000 
6. Costa Rica Agricultural credit 2,500,600 
7. Wicaragua Matagalpa public utilities 540,000 





$27 , 840,000 


Brief comment on the status and significance of each of these projects 
is attached hereto as Tab A.{ Your attention is invited to the fact that 
I have not included in the foregoing list a number of other inportent 
project applications which are well along in the DLF staff processing and 
which have both valid political and economic justifications. Should any 
DLF funds remain after earmarking my recommended total of $27,5)0,000 for 
Latin America, I would urge consideration be given the following additional 
Latin American projects in the priority sequence listed below. In any 
event the following priorities are recomended for ULF staff work in con- 
nection with new Congressional appropriations: 





~ 
1. Haiti Sugar mill $3,000,000 
2. Bolivia San Aurelia sugar mill 500,000 
3. Paraguay Tel ecomanications 1,000,000 . 
lL. Panama Telecommunications 3,050,000 pA 
5. Guatemala Housing finance Se 
institution 2,000, 000 
The foregoing are offered as recormendations for work planning purpoves a 
at this time. Developments between now and the avuilability of new DLF . 
funds very likely will merit modification and review. : 
> 
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Sectfon 2 of this telegram sets ma an outline of prelimin 
ary U.S. views, subject further consultations with members of 
Congress, regarding the structure, capitalization and functions 


a — q ' / . 
Section 1 of 2 sections. et ee, 
8) 


of the proposed 1a teartonn development institution, You re- 
quested transmit this outline to government to which you 7 
accredited together with statement incorporating points stated 

below. In course transmittal you should make sure that comsunteas 
tion is brought to attention of high-level financial and econonicé) 


officials of foreign government who will presumably be 







ponsible for determining financial policy issves involved. 
5 points to be included in U.S. statement follow: § 
l. Since inauguration Operation Pan America and soon 


meat by Under Secretary Dillon at IA-ECUSOC on August 12, Bets 
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Page 2 of telegram to_AN “RICAN REPUBLICS 
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arsstfication 


[u.s. willingness to support inter-American financial institution U.S. | 





Government has been giving intensive study to best means establishing 
such institution on basis (a) to assure effective support L.A. economic 


development, (b) to serve as instrument economic @operation genuinely 


inter-‘merican in character, and (c) to inspire confidence in long-run 


technical and economic soundness of institution which essential its 


future 
EXPENSE growth. 


2. During its study U.S. government has taken account discussions 


at Foreign Ministers’ meeting in Washington on September 23-24, 1958 


and at meeting of Special Committee of 21 during November-December 1958. 
3. 


As result its consideration, U.S. has come to conclusion that 


in order assure success inter-American development institution should 


reflect certain basic principles: 


A. Primary funds to be administered by institution should be 


utilized for loans repayable in currency lent (i.e. “hard loans"). Funds 


to be administered by the institution on basis repayment in currency of 


borrower or other flexible basis (i.e. ‘soft loans") should play 


secondary role and such funds should be segregated so as to avoid any 


impairment of credit of new institution in capital markets. 


B. Contributions to funds for both hard loan operations and 
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[soft loan operations should come from all the American states and voting | 
power of any state should be broadly related to size of its capital 


contribution. 


C. United States Government should not repeat not have Ssssineax 


majority vote in management of funds for hard loan operations. However, 


with respect funds for soft loan operations U.S. recognizes limited 
to 


extent a£f-which Latin Americans able to contribute and hence U.S. willing 


sa oo 


accept majority contribution and majority vote in respect this depart- . 


al 


ment of institution's operations. 


NITED STATES" 


a 


D. Capitalization of institution should take account limited 


ee 


capacity Latin Americans contribute gold or dollars to paid-in capital. 
Hence reasonable portion L.A. contributions to funds for both hard and 
soft lending operations should be acceptable in local currencies. 


E. Payment of capital subscriptions should be spread over 


“DECLASSIFIED FOR PUBLICATION IN 
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reasonable period of years. This desirable view (a) fact that institution 
will require initial period organization before operations can begin; 
and (b) desirable maximize total capitalization without undue financial 


strain on governments any particular year. 


F. Some portion total capital subscriptions should be in form 


ae liability on governments meet obligations of institution. I 
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[institution soundly administered, this should enable it in time to | 
raise capital through issuance bonds in private securities market. 

4. As indicated Under Secretary Dillon's statement at Committee 
of 21 on November 18, 1958 U.S. would consider that new development 
institution should play effective role in assisting member governments 
in field development planning, including selection development 
priorities and preparation projects. While U.S. unable elaborate 
further this suggestion now, anticipate will be able do so at meeting 
of financial experts in January. 

5. U.S. would appreciate consideration by foreign governments 
of its proposals re inter-/merican development institution in preparatio 
for January meeting and would hope to receive comments before then if 
practicable, 


6. Understood that U.S. participation in institution to be 





negotiated of course subject Congressional approval. 







You also requested inform appropriate officials that U.S. 





delegation will be headed by T. Graydon Upton, Assistant Secretary of 


° i) 
Treasury, who will be assisted by economic and financial experts. Inf 






re delegation of govt to which you accredited appreciated soonest. 
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Section 2 of 2 sections. 
Outline of Proposed Inter-American Development Banking Institution 
oI Capitalization (figures in millions of dollars): 
a 
2) 1. “Hard” operations authorized capital 700 of which 400 
Zz uw \ 
or , 
gE paid-in and 300 callable only to weet obligation (i.e. constituting 
oO ‘ 
a= guarantee fund for floatation bonds similar to IBRD's callable 
2 : ; 
«© capital purtion). Paid-in capital (one-third payable immediately, 
v ‘ ~ 
uz 
2 = —_.._...| the balance in subsequent instaliments): U.S., 150; L.A. gold or 
tt 
ae | (on dollars, 150; L.A. local currency 100. Callable capital: U.S. 150; 
<z7 
—W( 7 : 
BY s L.A. 150. 
ey 2. "“Soft' operations authorized capital 150 as follows (one- 


hakéxhakixpaynen half payable immediately, second half commitment 


to be paid in subsequently): U.S. 100; L.A. gold or dollars 25; 


L.A. local currency 25. _| 
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[ * total capital 850. ~Y 
Voting: 
On basis above figures, U.S. would have roughly 40% of votes in 
respect of funds contributed for “hard” loans and roughly 60% in respect 


~ 


of funds contributed for "soft" loans. 
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would not increase that repayment capacity. 





BEST COPY AVAILABLE 74-398 


371 .814/1-2159 
gaa " ’ 
Memorandum from the Deputy Director for Operations (Fite@fraid) to the 
of that Aisery ee n aD | 
Director (of the International Cooperation Admi:istrat-on Smith) \7 


dashington, December 23, 1954. 


Insofar as I understand what is contemplated, the establish- 
ment of an Inter-American Development Banking Institution seems to have « 
limited value, Perhaps uy doubts ae to ite usefulness would be reduced 
sce t 


how it fitted into the already existing 
inetitutions now making loans in 
and 





latin Americo, particularly the 
ULF. It woul’ aleo help if one had 
some general idea of the likely lean ternc, 1.@., interest rate, 
length of loan, ete. It is possible that the loan conditions 
contemplated would enable th 
than replace IBRD and Ex-Is 


: 
§ 
: 
E 
g 
S 
: 
; 
Li 


Slthough, e/. 1 understand it, DLF would discontime all direct eee 4 
loaning activities in Latin America and loca] currency repayable 

loans would be handled ty the special loans departnent of the i 
proposed benk. 


eepensingieiiaamaparaaes : y = 
According to tho NAC paper,,the ordinary loans departsent, VV 

in addition to dollars, would receive and lend local currencies to 

be repaid in the same currency as lent. This would appear to be of 

marginal value in latin America. The only instance I know in which 

borrowing countries would be able to repay the local currency of 

another Latin Americen country easier than dollars would be in the 

case of Paraguay and possibly Bolivie. These two countries might be 

able to repay Argentine pesos easier than U.S. dollars. 





“ 
Fol 
Unless the loans contemplated by the ordinary loan departamt —. 
involve a much longer repayment period than IfM=D and Ex-Iu Bank ws 
typically provide, I do not see how there could be very much business Pe 
done over anid above thet which the IRD and the x-im Bank are prepared 


to do. Almost inevitably, it seems to me, the 18D will reduce the 
ceiling on the loans it would make to any particular latin \wmerican : 
country to the extent that that country undertckes repayment , 
obligations in dollars or other convertible currency through the 
proposed Inter-American Banking Institution. The trouble is not thet ' ., 
IBRD and tx-Im Bank do not have authority to make substantially larger ae 
loans to Latin America, but, rather, the capecity of Latin Anerican | 
countries to repay these loans. Adding another banking institution f 
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Stee source text was attached to a memorandum from ICA Director Sxith 
to Under Secretary Dillon, dated Jan, 21, 1959, which reads as follows: 
"1 am attaching a memorandum written to me by Dr, Pitd&¥rald, which sets 


forth some of the questions which come to mind concerning certain aspects 
of the proposal," 








i repayable in the local of the borrowing country. I simply. ..«" 


g 
a 
g 
E 
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because of our urmillingness to meet all the requests of the Latin American 

countries for loans. I am not at all sure that thie will be the result. 

As long as each country gets beck in loans no less 

contributed, then any additional borrowings are "gravy" and the pressure 

to get them will be as great as ever. Ag soon as the Institution runs é. 
nan 
ro 
a 
w 


. 


* 


out of money, the pressure again will be on the United States to make 
further ospital contributions. 


I feel that a great deal more thought needs to be given to the 


i 
: 
: 
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in a regional institution, but thie does not require 
our eyes closed. 


/a/ D. A. FitzGerald 


Deputy Director f° 
for Operations : 
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On Januiry 7, 1959, Smter Secretary Dillon a proved a request con- 
iN 


#~« A . . . : c 7 
> ss : *~ Vw ‘ 
tained in a memoranium from Assistant Secret ry Mann, dated Jammry a» 


for authority to negotiate and draft an agreement with representatives 


of the other American Republics for the establishment of an intereAmerican 


os 


. _ fy ’ n + . . . 
eVe.Opment institution, A copy of the memorandum, with the Under Secre- 


tary’s hamievritten authorization is filed un 
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Menoramium of Conversation, by the Officer in Charge of Economic Development, 


Office of Inter-American Regional Economic Affairs (Rosenson) 





Confide tial @ashington, January 30, 1959, 
i — 
‘ 
SUBJECT: Inter-American Bank fs 
¢ . 
1) Asst. Secr. Uptan ri. 
- Mr, Willis t 
PARTICIPANTS: Mr. Rosenson R 
Mr. Mario Mendivil (Chairman of Conference) 
ag ay a ae mgt - ah Ay 
4 ery rrera, Chile (Chairman, ttee II) 
v Mr, Rafeel/Glower, El Salvador ( » 1a/B00800) 
= COPIES TO: 
= & ARA =~ Mr. Rubottaa ~ ™. - tat Turkel 
—_——) ARA ~ Mr. Snow / , é) i - + Adair 
EY BPA ~- dnb, Dreier | ~ A, EA — We, Rosonsen (23) | 
ay ARA = Amb, Rendall” ’/ [FO > 5% 
a2 —~* 
> = ae —_ . 
sd This conversation took place at « dinner ‘*r Mr. Upton's residence on | 
4 January 2th. Mr. Upton encouraged his Latiu Ausrican visitors to give him | 
= their views op our pes es Se Se, Se Se Se ee re _™~ 
=< Each one spoke only for himself but there was considerable agreement among then, —= 
= and they expressed the belief at various times that the majority of the other ,; |, 
2. Gelegations beld views similar to theirs. ‘They of course mate an exception for / 
45 Brazil, which they regarded as a special in the current negotiations. 
ww They expressed the hope that the U, S. would undertake the task of bringing the 
* © Bragilians into line, but received no encouragement on this score. 
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gz The concessions sought by the latin Americans, according to those procent | 
at this conversation, may be summarized as follows: 
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Mr. Copete proposed that instead of Latin America and the U. &. each putting 
up one-half of the paid-in dollar subscriptia to the "A" department, the U. 5S. 
should put up 60 percent and Latin America 40 percent. ‘The reducticn in the 
Latin Americans’ dollar subscription would be compensated by an increase in their 
local currency subscription. This would have the effect of lowering the Latin 
Americans' dollar egntribution from 150 to 100 and increasing their local 
rency contribution fram 100 to 150. The U. S&S, dollar subscription would 
unaffected. 


3 Stretch-out of Payments 


Copete, supported by Mendivil, felt that the Latin American dollar subscrip- 
tion should be stretched out to five or six installments, with the U. S&S. still 
» Tequired to pay up in three instalizente. Se teem eh att” 
the installments would be emall enough anyway. He thought that (2) and (3) 
might be considered as alternatives. 


4e Yoting Power 


. 
' 
| The Latins agreed that there should be a direct relation between size of sub- 
_ scription and voting power, but they felt that a straight proportional relation 
' would give the U. &. too dominant a voice. It was suggested that possibly ve 
could accept 3 percent or 35 percent of the vote in the "A* departazent in- 
stead of the percent to which we would be entitled op a proportional 
basis. This view was defended aon grounds of "“paychalogy" and the tradition of 
uridical equality of countries in the American system. The Latins left the 
inite impression that they attach much importance to this point. 
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Mr. Uptem, while not camitting himself @ any part of the foregoing, made 
clear that we regard our suggestions for the structure of the "B" departaent as 


| an integral _ | 
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ents Personal Secretary (Wh \tuan) 


At 3:00 p.m. March 5, a group called upon the President re- 
garding the Inter-American Development Banking Institution. The | 
meeting lasted about half an hour. {§ Secretary Anderson led the group. 
Others present were Dillon, Stans, Paarlberg, Upton and Willis. 


‘ 





Secretary Anderson outlined plans briefly. He indicated 
several issues and indicated the positions proposed for the United 
States: 


l. Relatively modest beginnings, and growth 
after the institution has proved itself, 

2. A strong role for top management in judgments 
regarding individual loans. 

3. Procurement, with loaned funds, from the free 
world, 

4. Vote ona weighted basis. 


With these points the President agreed, 


Secretary Anderson indicated that the matter had the concur- 
rence of Dr. Milton Eisenhower. 


Secretary Anderson indicated that embassies of the twenty-one 
Latin American countries would be notified of our intentions and that 
ranking members of the appropriate Congressional Committees would 


Vow Peantins 


Don Paarlberg 


Special Assistant 


likewise be notified, 
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FINAL PROPOSAL BY THE UNITED STATES WITH RESPECT TO 
THE INTER-AMERICAN DEVELOPMENT BANKING INSTITUTION \ 


A Specialized Committee of Government Representatives has 
been negotiating since January 8, 1959 on a U. S. proposal for 
an Inter-American Development Banking Institution. A large part 
of the draft charter has been completed, but a number of major 
issues are outstanding. It is important from the U. S. viewpoint 
that the negotiation be completed during. the next two or three 
weeks. 


The key problem in this situation is the position of Br 
regarding the size of the capital of the new institution. 





The original U. S. proposal called for total initial resources 
of $850 million, with the U. S. subscribing $400 million. This con- 
sisted of $700 million for ordinary loans and $150 million for 
"soft loans."' Three hundred million dollars of the total was not 
to be paid in but was similar to the callable capital of the Inter- 
national Bank, and would in effect constitute a guarantee fund 
against which the Bank could borrow in the money market. Pro- 
vision was made for appropriate instaliment payments of paid-in 
capital, and for a moderate part of each paid-in capital subscrip- 
tion to be accepted in the form of national currencies, the rest 
being payable in gold and dollars. 


The Brazilian representative initially proposed a total capi- 
tal of $5 billion and later suggested bilaterally to the U. S. 
an initial capital of $2 billion for ordinary loans, plus a special 
fund for "soft" loans, to which contributions in unspecified 
amounts would be made in national currencies. He has also called 
for a review of the capital structure at the end of three years 
to provide for increases to this total. 


While most of the other Delegations have been prepared to 
accept the view that it is important to establish the organization 
rather than to insist upon a very large initial capital, it is 
evident that these other Delegations ire extremely reluctant to 
proceed much further until they are sitisfied that every effort 
has been made to reconcile the positions of the U. S.and Brazil, 
especially with regard to the capital of the institution. At 
the same time, there is a general feeling among the Delegations, 
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which the U. S. Delegation shares, that a strenuous effort 
should be made to conclude the work of the Specialized Committee 
in the next few weeks. 


In an effort to reach an understanding which the Brazilians 
as well as the other Delegations might accept, we propose, 
subject to your approval, to offer a final integrated package 
proposal which would not be subject to any further concession 
as a result of Brazilian or other pressure. If you approve, 
we should like to present this proposal to the other Delegations, 
with an indication that it has been approved at the highest 
level. We would like to indicate that if this proposal is not 
found acceptable, and the drafting of the charter is not conm- 
pleted here in Washington by the end of March, we think it 
unlikely that we can obtain Congressional approval for any insti- 
tution at this session of the Congress. In this event, because 
of budgetary considerations, no funds would become available 
from the U. S. for the institution under any conditions until 
the second half of the calendar year 1960. 


With respect to capitalization, we would now propose that: 


1. The initial capital of the bank should be $1 billion, 
to which the U. S. would subscribe $450 million, $250 
million to be paid in installments and $200 million in 
callable capital; and 


2. The charter should specify that an additional $500 
million would be added to callable capital after all 
installments of initial paid-in capital had been paid 

and provided the increase was approved at that time by 

a 3/4 majority of the total votes in the Board of Governors, 
i.e., U. S. would have a veto. This would raise the total 
capital of the Bank to $1.5 billion. The U. S. would be 
morally comnitted to subscribe an additional amount of 
approximately $200 million in callable capital after three 
to five years, unless at that time we had very strong 
reasons for rejecting such an increase. 


We have been reluctant to make this institution too large 
because (1) our influence over the use of our money once it has 
been committed will be limited; (2) we do not wish to have the 
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operations of the new institution impinge too heavily upon the 
Latin American lending activities of the Export-Import Bank and 
the International Bank; and (3) we are limited by the Budget 
statement to providing not more than $300 million in new obli- 
gational authority at the present time and are also required 
by the Budget to limit our expenditures in fiscal year 1959 

to not more than $100 million and to have no authorization or 
expenditure in fiscal year 1960. 


In putting forward these proposals on capitalization we 
also propose to take the following positions as parts of a 
package: 


1. Some countries have expressed a desire to eliminate 
the proposed soft loan operation. We will indicate our 
willingness to transfer our subscription to the bank's 


Class A (hard loan) resources, if other countries are will- 
ing to do likewise. 


IN 
STATES” 


2. We feel it is essential to insist upon a reasonably 
: strong role for the management in relation to the Board 
of Directors and upon weighted voting in the latter. 


3. We would insist upon maintaining our long standing 


principles with respect to avoiding excessive competi- 
tion with private enterprise. . 


4. We intend to insist on including a provision which 
would enable the bank to limit or prohibit expenditure 
of its funds in communist areas. 


5. The U. S. Delegation will continue to insist upon the 
general use of weighted voting procedures closely related 
to the value of capital subscriptions by member countries, 
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A memorandum has been prepared setting forth the elements 
of this proposed package which might be made available to the > 
other Delegations as a statement of our position, ,- \- 
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[Attachment | 
Letter from Prerident Eisenhower to Preei ient Betancourt 


@ashington, Ay rij 9, i95 te 


-_——_ ~— 


Dear Mr. President: 


lam most grateful to you for your personal initiative in 
bringing directly to my attention your proposal to estabe - -. ip 
. - 


eh the Inter-American Development Bank in Caracas,..- Sag" 


Your views and the forthright manner in which you ex- 
pressed them made a deep impression on me. I truly 
regret that your telegram did not reach me until after 


the working group made its decision on Washington as 
the site for the new institution. 


- = 


"Although this circumstance precluded my consideration : 2 


of your message before the decision was taken, your “ 
Government's views were well known to our representa- 

tives, and I assure you that those views were given most 

careful consideration. 


But after etudy of al) factors, the United States Govern- 
ment felt obliged to conclude that the technical and practical 
advantages af having the institution located in Washington, 

at least in ite initial stages, would greatly facilitate the suc- 
ceseful establishment of this important venture in hemi- 
spheric cooperation. In reaching that conclusion, we had 
in mind the desirability of selecting a site that would be 
near the New York money market and existing banking and 
financial institutions, including the International Bank for 
Reconstruction and Development, the international Monetary 
Fund, and the Export-Import Bank of Washington., 


F 


- 


~*~ 


* 


I knew that you share my deep personal interest in support- 
ing measures which contribute to the general welfare of all 
of the people of thie hemisphere. I look forward to the 
continued association of our two nations in euch important 
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projects as the Inter-American Development Bank as a 


means of achieving the objectives we consider essential 
to the peace and prosperity af the Americas. 


Thank you for making your views known to me ia such 
& friendly fashion; I hope that you will not hesitate to 
communicate with me in a similar manner in the future. 


Sincerely, 


 Dwieht D. Eisenhower 


Hie Excellency 
_ Remulo Betancourt 
Constitutional President of the 
Republic of Venesuela 
Caracas 
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Memorandum of Conversa .ion, by the Chief of the Commercial Policy Branch, | 
, ' 
‘ Office of International Trade (Fishburne) 
Official Use Only Washington, November 13, 1959. 

° ’ 
| 
SUBJECT: Economic Integration in latin America a 

“ 


ns 
PARTICIPANTS: Dr, Raul Preb‘sgh, Executive Secretary of SCIA 7 


Dr. Esteban Iygvich, Chief of Commercial Policy Division of ECLA 
Mr, Milic Kybal, Director of Washington Office of ECLA 






Mr, Mann OT = Mr, Hadraba 
- Mr. Fishburne 
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After a few words of welcome, Mr, Mann asked Dr, Prebisch to indicate what a 
e would like to take up in particular as the topic of discussion durirg the 
meeting. Dr. Prebisch said that he wanted to discuss regional economi:. integra- 
tion in latin America and was especially interested in the views of Mr, “ann as 
to the merits of an over-all approsch to economic integration as contrusted with 
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& &@ subregional approach, His own feeling, he said, was that the subreg’onal ap- 

proach might prove to be detrimental to the formation of an over-all latin 

> rican Common Market. He did, however, make an oxception for the Central 
American countries since they are already fairly closely knit and have a long 
history of attempting to attain economic integration, He based his objection to pom 
the subregional approach on the fact that the market in a subregion is not large aa 
enough for the growth of efficient industry, and protection would inevitably aan 
grow up on manufactured products, such as automobiles, we 

Mr. Mann said that experience in Europe so far has been contrary to the ae 


idea expressed by Dr. Prebisch. He cited the example of Benelux, which is boing 
integrated successfull, into the European Economic Community. He seid that if 
a subregional group started out with the proper concept of the advantages of 
competition, it would be easy for that froup to make the transition into the 


larger market; on tho contrary, if the group started out with protecticnist : 
ideas, further integration would be very difficult. 
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a“ 
Mr, Mann said that we have given encouragement to the Central American 

countries to make a start on economic interration even if less than al. are 

ready to make a start. He said that we arree that it would be best for all 

five countries to act together; but if that is politically impossible, then tie 


number could make a start and set up their arrangements by consulta- 
tion in such a way that the other countries could join later. 





Dr. Prebisch said that ECIA had been requested to prepare a list of products 
on which trade barriers should be reduced in the first step toward Central 
American economic integration in mid-1960, 


Mr. Hybal remarked that some sectors of United States public opinion ap- 
parently fear that a Latin American common market might have a trade diverting 
effect. ‘ir. Mann agreed that protectionist sentinont exists in the United 
States and that there is some fear that regional economic integration movements 
may hara the export trade of the Unitod States. He said that we realize that 
there will be future trade benefits from rog¢ional comwn markets (e.2., the 
European Econonic Community); there is a feeling, however, that the short-ters --- 
results may not be beneficial to the United States. It is important that Bes 
regional arrangements be nondiscriminatory and outward-looking. 





Dr. Prebisch said that the latin American countries will import all the 
goods they can pay for, so the United States neod not fear a rauluction of exports 
to Latin America because of any effects ©” regional economic intecration, He 
said that, with good fiscal, trade am ..avtary policies, latin America ina 
few years would be able to pay for its own development. He said that if latin 
America set up its own automobile inlustry, over-all purchasos from the United 
, States would not decline but the pattern of imports would, of course, change. 


Mr, Mann sald that it would be wrong to create an artificial or uneconomic 
imiustry in automobiles or any other product that could never compete. 
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In reply to Dr. Prebisch's remark that a subregional group might be too oF 
~ small, Mtr. Mann said that we should not be concerned about the size of the oe 
= \ initial group--only that it be outward-looking and based on the idea of + 
a competition, He said that the division of the world into a number of pee 
a 


discriminatory blocs is contrary to the over-all multilateral principles of 
tne GATT which we believe in, He said that in latin America we are concerned . 
over the population growth and believe that the formation of a true comon : 


market in Latin America can help solve the economic problems connected wit. er 
fast population growth, a, 
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mM, Mann then asked Dr, Prebisch what he thought of the idea of an inter- | i 3 
Vv 





American common market as suggested by Senator Mansfield./ Dr. Prebisch said ~ 

he did not believe public opinion either in Latin America or in the United States 

was prepared for such integration, He said that, in any such arrengenent, 

latin America would insist upon free access to the United States ani Canadian 
markets but would not be propared to give the United States ani Canada anything 

better than preferential tariff rates, Ur. Mann remarked that this would be 

contrary to the GATT. 





Vv) 
Lad 
— 
a 
— 
rw 
— 
i=) 
7 uw 
oO = 
— -— 
- 
<« 
Ww 
~ td 
—/ = 
wo re 
a | 
oa 
© 
co 
oO Ww 
ie = 
© 
oOo -— 
wi 
-~ 
buts ced 
~~ La 
Vv) & 
Vv) 
<= = 
oad 
J 
hed ba 
oOo & 
© 
Lo 





EIA-27 &4~-43/ 





’ 220,10/12-159 | 
j Let*er from the Acting Assistant Secretary of State for Congressioml 
' 
Reis “ \HogrnJ ma) o 5S or as 4. ucntel 
“~ ; ; Dec "wer <4» te 
: ‘ 
_———_— 


Dear Senator Kuchel: 


I read with interest your letter of December 1, 1959 to 
Under Secretary Dillon,,rerarding stabilization progrens in 
"the United States Covernnent participates 
in cooperation with international institutions and privete bank- , 
ing groups. 


Pe 


In general such prograns have achieved a substantial degree of a 
success in arresting inflation in Latin Anerica and cresting «a firs . 
basis for sound economic development. There now exist nine cach 7 
prograns in cperation. The countries involved are: Argentina, - 
Polivia, Chile, Colombia, Haiti, Honduras, Mexico, Paraguay and Peru. . 
Several sedéditional prograns are now under active consideration. In 1 
your letter you state that Uruguay had decided not to participate in ’ 
any stabilization progres under the International Monetary Pund. /) 
Actually, the country in this case was not Uruguay but Brasil. 


yw 


The information you request on the stabilisation prograne for /} : 
Argentina, Bolivia, Colombia and Pareruay is civen in sone detail =_// 
in the enclosure. I hope that this informtion will meot your re- 
quest. Gince the financial affairs of other governments, intcr- , 1 
national organisations and private banks are involwed, the material na y 
in the enclosure is not intended for public use. 
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imports from about $60 million per month in 195) thre- 56 to a level 
about $30 million in 1958. o> Se “f 


and private bank sredit, and ether economic indicators have been set. In 
general Colesbia has achieved a considersble degree of success in 

te its comitnents with the International Monetary Fund. ‘The first renewal 
in Mey 1953 made available new credits of $73 million from the Bxdmbank and 
$25 million fron private commercial banks in this country. Uncer the 
second renewal in Noveaber 1959, Colombia obtained dreaming rights ef $i 
million fren the International Monetary Fund and loans of $25 million fron 


has managed, cespite the reduction in export income of between $580 million 
to $657 million anmally during the perind 1953 through 1956 te only 

#260 million in 1958, to repay a larve part of 
and to accwwlateo a modest ameunt of internaticnal reserves. It is 
ectinated ‘that the overall Colembien paynents position has invroved by 

about $300 million scime the begiming of the stabilisation arrangersuts. 

The loons made availabl» ty the Eximbank were ani ore used for export of 
United States produced equipment to Colerbia. In eddition, under the 
eathority of Public Lew L530, agricultural surpluses valued at $6.5 millicn 
(March 1958) and $31.6 million (October 1959) are being supplied to Colombia. 


PARAGUAY 


i 


In March 1956 the Paraguayan goverment made ite firet real effort to 
cope with an inflation which had reised the cost of living nine-fold betwoen 
1950 and 1956. ‘he Paraguayan currency unit, the .warant, was devalued to 
60 to the cellar frou the multiple rates previcusly existing and a move vas 
made to reduce internal monetary expansinn. This prosram was not succeseful 
so in August 1957 a more cemplete otebilizetion progran was put into effect 
in cooperation with the International Monetary Fund which made available a 
standby of $5.5 million. Since then this standby has been twice renewed and 
new expires in August 1960, To date Paracuny hee drawn a net amount of 
$2.75 million under the International Monetary Fund standby arrangonents, 
making available a total of $2.75 million which can still be dram, 


Under its agreement with the Internationel Nenetary Fund Paraguay de~ 
valued the guarnni to ebeut 120 to the dollar and set up a unified free 
exchange system. Internal stabilization measures were put into effect 
iuvolying a limitation on Central Dark ecvances to the goverment and the 
private sector end the curtailment of credit by tie comercial banks. As 
@ result of these stabilization policies the rate of monetary cxpausica 
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The United States Govermacnt hes not participated in this prozran 


stabilication objectives. 
doveloprent credite 


the Development Loan Fund. 


» Paraguay has received $2.9 million of egriculturel surpluses by an 
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ARA Files, Lot 62 D 302, “Chron File of Memoranda & Miscellaneous" 


Memorandum from the Director of the Office of IntereAmerican Regional 


Economic Affairs (Turxel) to the Assictant Secretary of State for 
In'ereAnterican Affairs (Rubottom) , 
Official Jse Only Washington, January 7, 1960, y 
‘ 
supject: Qur Eccnomic Analyses in a NateheD. ,__ | { | , — > —- 
\ : Vo 
Argentina, An intense financial stabilization ef *-rt hes improved the ee 
bslance of payments situation but led to large incresre in cost of Llivine 
and fall in industrial production, Ortlook for 1940 ‘“# for some econmic _~ | 
inprevement over 1959 with greater price stability ard some revival in 
industrial and egricultural output, 
‘oe 


Bolivia. A higher tin quote and prespects for increased cutput of oil ard 
other minerals (including gold) give grounde for expecting further modest 
imprevemert in economic conditions, This is subject, however, t the 
continuation of a reletively stable politics] citveticr. O the assurption or 
the contimution of precent trends it should be pessible to make a further 
gradual reduction in U. 5. eid. 


% 


Brazil, Although 1959 saw largest inflation since war, balaxco of paynerts 7 
imrreved owing to excellent coffec expert volume arc ecme curtsilment ‘rports. 7, 
Economic expansicn appears to have contimec, Expect international paywents . 
problem will again become urgent about Aprii--May 1969 as reserves are modest. 


Chile. Owirg te good copper prices ani strikes «broad, has accvi wiated 
sizechle dollar reserves, Fer first time in aumber -f years, 1959 war pordoa 
ef cernemic gro. so. Govermment pelicier, hevever, arve vended azyravat> 
iu-letion and fallod take ecventage of favers.le ecercute clinate. As lenp ar 
coprer price in good, Chile will go through 1960 in payments balence but theo 
problem of unbslanced budgets and weak monetury policies will contimie inflation. 


Colexbia. In 1959 econemic grewth was rseured efter declines since 19%, = 
Cautious fiscal ead monetary policies ami goed coffer exports led to payments : 
surplus of $45 million. For 1960 it is exrected that payments situaticn will 
rot be so bright as imports are increased te contimie expansion in production. 
owevor, adequate financial reserves are aveilable to moet Colonbien external 


neecBe *. 


Costa Rice, Despite weak ecffoe pricer, mansyet to maintain adequate 
reserve position because ef large ceffee crep. Goverment has corservative 
financial policies. In 1900 lower expert income Likely to require continued 
coution, if payments equilibrium is to be obtained, 





Cuba. Deterioretion in 1559 was genersi with b tween 5 and LO percent 
cecline in national income and foreign payments d+ficit of over $50 mil!ion. 
Fer 1960, outleck is unfavorable as Goverrment incr..ces controls over 
ceonomy and resultent uncertainties. ‘latioral incem< is expocted to stuznate 
and by next August-Septenber an oxternal payments crisis may shape up. - 
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Dominican Republic, 1960 was the poorest econoric year since the end Es: 
of the war on top of which Govermmont facec .ezvy defense burdens, If =. 


GOR follows IMF stabilization progian sme improvement may be expccted since 
outlook for export crops is better. Kvevy foreign dot limits flexibility 
of Goverment and public works expenditures cannot be tco sharply curtailed, 


Ecuador, Overall improvement noticeable in econa.y in 1959 with 
production, exports, and foreign reserves up. Important in 1960 for GE to = 
resist pressures from businessmen for expansionary monotary policies which — “+, 
_ Would threaten steady expansion of economy over past decade. Bee 


El Salvador. During 1959 large increates in preduction compensated for 
coffee price weakness. The economy is stable and well managed and no 
_ problems on that score envisaged for 1960, 





Gustenala, Continued lax monetary policies and budgetary deficits with 
declining experts, led to a $15 million payments deficit in 1959 .nd a fall 
in dollar reserves from $7 million in 195 to $30 million jn 1959. The GO 
has already impesed import restrictions and limited bank credit so that in 

- 1960.the payments deficit is expected te be reduced to $5 million. Continued 
effort, however, will be needed to achieve this objective. 


1v% 


Kaiti, 1959 was one of the most disastrous ycars in the eccnomic history 
of Haiti, A coifee crop of 50 percent of normal and goverment oversponding 
in face cf low tax revermves, led to an intensified stabilization progran 
backed by $6 million of U, S, special grant aid. Fo: 1960 a great inprovemont - 
is expected, with a record high coffee crop and Haiti should actually Pon 
accumulate deliar reserves and have a 5% increase in national income, tg 
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Honduras. Economic etegnation, marked by decii:ing banana production, was ‘ms 
a basic problem in 1959, An IMF program was worked cut which has achieved i 
budgetary balence and stopped the decline in dollar reserves. However, the 
picture_is glowy for 1960; further retrenchment may Le necessary and the GOH 
will have to recuce ite fiscal budget for the year. New investment for .. 
electric power frem the IBND may be helpful, “ 


Mexico, While there was a general economic improvement in 1959 over the 
bad year of 1955, it has been very Limited. Economic grewth has beon slowed 
cown or even stopped and irports sherply reduced as cport markets for cotton 
and Mexican non-ferrous motals have becn weak, The “U1 faces the problem of 
resuming economic expansion in 1960 in face of failure to increase foreign 
inceme. Although foreign exchange reserves have grown, they are inadequate 
to support a large increase in investment without improvement in demand for 
Mexican exports. _ 


Nicaragua. With semevhat improved exports and production; balance of are. 
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payments showed modcet improvement in 1959. Expected that 1960 may be difficult 
year with cotton export availabilities down ©> that may have to turn to IM for 
._®financial assistance, U.S, loan to Central Bank should alleviate situation, 


Panama, Economic deterioration and unemployment are important problems. 
Large fiscal deficits and inadequste taxes have caused seme loss in dellar _ 
reserves. Outlook for 1960 is for no significant change with GOP being pressed te 
for funds end structural problems concinuing, Ee 


Para e Modest improvement in balance of payments occurred during 
1959 but atonal inceme not increasing. Government controle still hampering 
production, Stabilization program hss achieved financiel objectives but 
without elimination state controls and additional investment, expected that 
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1960 will see continuation 1959 conditions. 


Peru. As result of drastic reduction imports obteinod balance of paye =. 
ments surplus of about $15 million in 1959 compared with deficits for two aot om 
previous years. Global output prebably declined in 1959, Major preblem for _ 
1960 will be budgetery equilibrium. With exports likely to expand owing to . 
new copper production facilities balance of payments situation should 
contime to improve in 1960, 


Uruguay. A record payments deficit ($50 milliic:.) is expected in 1959 
because ef Lack: of export products end urarice state intervention in the 
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economy. Very likely national income shows a sizeabie decline in year. No . : 
= significort improvement may be anticipated in 1960 as the GW has not yet Na 
“shown desire to cope with its difficult econamic prollens or invite UF advice. = 


/ 


Venezuela, Owing to economic and political uncertainties there wea, 
sharp run on the boliver, and dollar reserves fell by $00 million in 1959. | / 
Official announenents unfriendly to the private oil industry have dried up 
ca; ital inflews, wile budgetery and monetery policies have had adverse 
impacte, The drsin on dollar reserves should sicw_ down to mensgeable 
proportions in 1960 as long as the GW follows sound policies and makes a 
real effort to deal with its internal preblems, ine outlook, however, is not 
€60 good for ary revival of econemic growth. 
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i resronded that normally Latin Amer’en does ot 4 hich percentare; 
cbout LOf of «ll Pximbank loams. Vowever, the level of Joans in 1955 was 
about 2:77 miliion ( because it wee a year °F many stabilicition lwa :) 
but had dropped in 1959 to some 2232 willicn. I acced that I tacugh* the 
outlook was not good since tic President's Annual Foonomic Report shows 
that it is expected this decline wil) continue and tic justification is 
that tho I:tersimerican Bank will shortly come inte operation. The orly 
‘rouble with this is that it would acty2!!y take ovite a long time for 
the Int: --A-erican Bank to becin making a significant coutribut‘ion to the 
economic development oi: the Henispheie so thus we «ere faced with the 
immediate problew of securing a higher privrity to: latin America in tie. 
operations of DLF. 
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| Memorandum of Conversation, by Albert Port of the Office of Inter-Am ‘rican 


tegional Economic Affairs 


| Official Use Only danshington, March 14, 1960, 1 


SUBJECT: Courtesy Call by Mr. Felipe Herrera on the Under Secretary. 


PARTICIPANTS: The Under Secretary of State 
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-2 Mr. Felipe Herrera, President, IADB 
te Mr. Robert Menapace, Executive Vice President, LADB 
Ez General Robert Cutler, U. S. Executive Director, IADB 
S— REA - Mr, Albert Post - 
ge 4s 
copies to; 3/S- of E@ ~~ 
& = ¢ DLF-Mr. Toner Le 
So. Cc IADB = General Cutler 
az Q S/P , ; 
as aX 
us ; H 
= wy 
aa” APA-l; 
2 z as > =a — a : = 
o= 
en [ Mr. Herrera stated that he had come to pay hir respects to the Under 
: S Secretary and that he had already made a courtesy c»ll on the Secretary of 


the Treasury, “Mr. Anderson. He indicated that he and his arsociates had al- 
ready been in contact with bankers in New York, the ‘'nternational Bai.x for 


Reconstruction and Development, and other organizations that they believe _ 
should be contacted for the future operatiois of the IADB. ‘ty 
Mr. Dillon said that he hoped that the new bank was going to have close Ce 
cooperative relations with Mr. Black of the IBND since Mr. Black was wondering area 
how the two institutions would work in the future with regard to loans for “— 


Latin America. Mr. Dillon stated that he had inforned Mr. Black that he hoped 
that the two bankr could work jointly on some loans with each one taking up a 
participation. Mr. Herrera thought this was a very good idea since he believed t 
it would increase the prestige of his institution and make able additional te 


financial resources, since the IADB had relatively limited gmpigel. 
SK 


Mr. Qllon said that he saw the new bank as filling threes | requirements: 


is 
1. As an institution which was directly intended to ned Latin 
American requirements and therefore close to the Latin American 


scene; 


2. As being able to offer technical assistance in the development ‘ 
of projects and plans which could then facilitate loans to individual a 
a 


L_ countries; «~*~, _ _| 
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3. And, through its Special ‘und, being able to assist countries dl 
which have a narrow margin of credit-worthiness and which could i, 


later cooperate with the new International Vevelopment “ssocia- 
tion. 


There was some discussion on the importance of the LADB maintaining a good 
record on its regular banking loans. Mr. Dillon declared that there might 
be some problems on such loans if the IBRD and the new bank maintained differ- 
ent standards, but he was sure that there would be a satisfactory way of work- 


ing things out. 


Mr. Herrera said that they were hoping to obtain the U. 5. contribution 
to the Bank's capital funds shortly and that he had discussed the matter with 
Mr. Anderson. Mr. Dillon said that he understood that the U. 5. would make its 
capital contribution during the next fiscal year but that if there was an 
adequate cash balance in the Trearcury toward the end of this fiscal year part of 
the U. S. capital would be paid in at that time. Under the legislation, Mr. 
Dillon indicated, the Administration could pay in the U. S. capital in either 
of the two fiscal years. Mr. Herrera said he would like to have the U. 5. 
capital paid in because he expected to take a trip to Latin America shortly to 
discuss arrangements for payment of capital participations by other member 
countries. 


Wa | 


ra 


Mr. Menapace and UVeneral Cutler said that they had received excellent 
cooperation from U. S. Government officials in securing space for their new 
headquarters. General Cutler said thet they expected in tine to occupy the 
top four floors of the building at 80] 19th Street and that by Nay 15 two of 
those floors would be vacated and available for occupancy. 
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I asked the Under Secretary if I could give a brief 
ca\cept of the problem regarding financial assistance to 





witout going into specific cases, ani, on obtaining his 
the 
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SUBJECT: Financial Assistance for Lati> Averica 
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Subject: inter-American Develop vent Lank 


Regarding your question concerning the doestrabiiley 
of incressing the funds which we supply to the Inter- 
/ coricen tank, LI heave been civing tought to this ratter 
for sow tine.A Lt seems clerr that in one way or enother 
veo ehould increase our flow of capital to latin Ancrica. 
It also sceme probable that the supply of ordinary hard 
loans avallable fron the FxporteImpo.t Denk and the 
Vorld Lonk is rubsteatlally adequate to meet the denand 
fer this type of loan. the problem is to fird pore 


“is tor ute on @ floxible basis ee is posible Ghrouch 
car oo tevelopmoent toon Tund, or throu * porciol 
Fund of the Interefmericon tank. ff» use ci cit Dery. Lope 


nent foun lend in latin America has been ca sileate? by 
the necossity of cvoiding any appears sce of competition 
with the “xportelIzport Bank. for this reowaron [ apres 

’ 


that ic would be bettet to ure the irtere?: scan PE val 
as a channel tor acdittional fuade. 


Ll wontlowed thie as a possibtliry 
rotirs of the Nationce! Advisory Coy i 
/ weticen Affeirs, and the su:pection eeewd te meet with 
pener.i favor. Sines the Intere/rerican lan isn ouly 
borinning to cet or fnized and will not be sully untor 
way uatil tiscasl yerr 1962, ic ts not yor : tical to 


» Ff 


do anytilny about thie. "owever, i vould ° to: ° to 
be both appropriete cond advisable to request extra ‘unds 
for this purpose in the next budget. Li we rate this 
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decision and it should ecem atvisab'c to do ro ve could 
inform the Latin American countrics of our intentions 
at the meeting of the Committee of itventy One which Is 
scheduled for Aurnusat.. 


{ do not feel that thie course of action should ~ 
result in a reduction in the request for funds for the 2 
Developwent Loan Fund. The Developscnt Loen Fund has elm 
used less then 10 percent of ite funds for latin Amorice 
end the needs of tho underdeveloped cowtrics in Aric 
end Africa at°the very least will require the 3700 mil- 
lion which we requested this year. [f we oo not reconmenc 
additional funds for the Inter-American Lenk I think our 
roquest for the Development Loon Tur should be increased 
by $150 to $200 «illion for the specific purpose of 
increasing its efforts in latin America. In the overall 
Mutual Security Progrem this incrense would be offer= 
at lenst to some extent by continucd reductions in our 
rrant aid progrars. 


a 


i discussed this briefly with .« retary Andersoa 
some time ago and [ will now pursue tice subject further > 2, 
with him and keep you advise... _ 
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Memoranium from Assistant Secretary of State for Policy Planning 
(Sr th) t Acti t [ecretar f ot 3 
wWONl 2. .@l.ts4Ga a .Sning VOM, vuly “9 1960, 
‘ : Gllerkerd 
Subjects Possible New Initiative to Reflect 
. President Lisenhower's Cuncerns Oo ~~ 
no, Expressed at the NSC meeting on ZA . 
=\ June oO, 1960. / fs “ . 
zi | ane A 
aA 'y o 
= ’ 4\ ts 
as os 
=e oe There is attached a rough druft desertbhing ~. gh’ V 
<5 a possible political laitiative wiich I belleve ra 
Ye , . ~ -~ . 3 ’ ;* ‘ ‘ 
me as reflects wic rresident's mood as stated in the ii roe 
= NSC last week. \ Ve ‘ ‘y 
& is o”* oe 
a To my mind, tlhe most imrertant tirust of A 4 GN: 
uz suclhi 2 move should be to compensate for moves of tw 
o= which may have to be taken avainst Castro. yi 
rhe ; Cs -* 
nw I talked with Secretary Lerter about this US: 
Do paper last Friday and he said that he had 1 .¥ 
rat mentioned to the President thet we were working fat > 
iad ta on some such pregrame Ue felt thet the Presicent Pw 
= 9 might like tu have a look at our efforts before j = 
| taking off for Newport. (Tab A) — 
f- 
Il mentioned this matter to Livic Merchaz:t 
and Dick Rubottom last week and I em sendiry, . ‘s 
copies of the attechment to them, Caguaany OMe Grrnne _ &§ 


te GC E wd U/MSC, r 
f you think this warrants further devolopment, 
S/r will t2 ,led to participate. 


t 
Gerard Ue /Smith 


‘ 
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his concern about tions causing social unrest an! political instability 

in many Free World mations, i:cluding severni in Latin Amrica, and the aprarent 
inability of the United States, in spite of its sid programs, to achieve sta- 
bility throughout the world, The memorandum of discussion of that meeting, 


prepared by Marion W. boggs, reads in part as follows: 


~ 
. 


that an imnediate answer to the problem would not come out of this 


. . 
ti reaii.zec wih v 


A receive serious consi‘eration. He 


1d with the situation in Cuba, at our backdoor," (Memo- 


. 
. 
'~ ~~ 


» > + i ' it ; ’ es y * 
of the M June 30, 1960, Zisenhowcr 
pF nandewritten marginal notation by 
Cmte lntaA .te07 “Ty > ; . vy I NT 2 em 44h T 

ed July 7: “I pave copy of attachment to V.P. Nixon with Dillon's 


f NO? ap a ae he ' 
Of after NSC mte." Reference is to the 
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SUBJECT: Proposed New Initiative: "Stability 
Through Change" 


1K - 





1. There is need for a dramatic new initiative to 

refurbish US. leadership in the free world. 
ae 

Before May we were leading our allies in a major Sens 
effort to engage the USSR in negotiations. Our purpose ie 
was Clear, and our leadership was accepted. The col- 
lapse of the Summit and of the disarmament negotiations 
ended that effort and set this purpose to one side. —~ 

Since then no new purpose of US leadership has i 
been defined with the same emphasis. As a result, ~ 
the impression has gained ground that our leadership 
is lagging, that our policy is in a phase of drift. 

To exercise leadership, we must lead toward wy 
something. That "something" should be to strengthen = 
the free world, by enlarging the rewards and opportunities s 
open to free men everywhere. fh: 

A specific action is needed to define and dramatize _ 
that goal = an action which will be significant both in te. 
itself and as a symbol of further effort to come; an 7 
action which will capture men's imagination and mark ) 
the road we intend to travel in the period ahead. a 

= 2 
— 
pO SIR BEE SSPE I EG 





*& 




















=< 
os 
2. The situation in Latin America creates an = 
—— 
occasion for just such action. 
This area is passing through rapid social change. 
Dictatorships and oligarchies which sought to repress ime - 
- this change are falling by the wayside. In their place, wh. 
= two groups are contesting for leadership of the continent: 
=° Moderate groups, which seek to carry out needed 
= reforms through orderly methods. = 
a= Extremist groups, led and symbolized by the Castro ee 
=s government, whose policies seem designed ultimately to a 
ad detach Latin America from the free world. , 
=< The most effective way we can intervene in this 
2 = contest is by helping the moderate groups' programs to ie 
Biv succeed. This means extending help for such varied AD 
~ purposes as more schools, better paid teachers, housing, 7a 
land reform and land clearance projects. x 
Substantial US help for these purposes will be 
the more needed if we are forced to move against Castro. 
Adverse reactions may be lessened if we can then hold 
out a promising alternative to Castroism. 
3+ The August session of the Consress provides an ! 
— 
pI ET AE ORG UL re CMTE CAE 
N ™ all a ae 
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It had been intended to request extra funds for the 
Special Fund of the Inter-American Bank in the next budget 
and to announce this at the meeting of the Committee of 
Twenty Qe in Bogota. 

Why not make the request when the Congress reconvenes-- 
perhaps in a substantially larger amount than presently 
contemplated? Such a request might well receive the 
support of both candidates and parties. It would permit 
us to channel the concerns which Castroism generates in 
the US in a constructive direction. It would enable 
us to exploit the coming session for an affirmative 
foreign policy purpose. 

The action could be taken =~ like the original Con- 
gressional contribution to the Inter-American Bank in 
September 1959 - wholly apart from the Mutual Security 
Program. It need not interfere with Congressional 
consideration of that Program. 

4. This action could have world-wide impact and 
implications - 

In presenting this request to the Congress, we cculd 
emphasize the growing need for “social infrastructure" 
assistance - not only in Latin America, where we faced 
a particularly urgent problem, but elsewhere. 

We could suggest that future Mutual Security 

Peopreus - 
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Programs would be geared increasingly to this need. ‘< : 
Our Latin American request could thus symbolize the _ 
"nation building" goal that the US set for itself in 
the period ahead. 
This goal might be further dramatized in a major — 
. Presidential address to the General Assembly this fall. So 
= The President could recall his trips to Asia and 
=? Latin America, and cite the first-hand evidence which 
=5 moved him to propose increasing aid for such purposes as = 
o 
=F housing, health, agricultural, and education programs. ae: . 
= os He could call on all counties =- large and small - to — 
=f take action to this end: bilaterally and through existing 
a 
cS multilateral instruments. He could announce that he would 
2 = recommend enlarged US programs along these lines to his — 
o= 
oF successor. me 
5+ This course of action could be a triple play. ce 
(a) It would do much in Latin America to contain te 
, 


the appeal of Castroism and to offset the adverse effects 
of any US action against Castro. 

(b) It would regain the initiative for the free 
world in this post-Summit lull, by directing free men's 
efforts to a new and constructive goal instead of to 


brooding about Communist pressures and proposals. 
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(c) It would enhance world-wide respect for 
US leadership, by dramatizing our support of groups 


and programs which are designed to improve the lot 
of the common man and thus to enhance "stability through 
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ee e Loar ees . Dawe . y 4 at @ : “o 
‘enmorancum irom sury ve. Aamsey of the rolicy Pianning Staff to tne 


seietant? Ganentaat 2f Cc . Dritws f : Cote) 
Assistant Secretary of State for Policy Planning (Smith) , - 


r os : 2 " . * 7 4 
Lonficential aashington, «uly €, 1960, 


~=——— —-— @ 


Subject: Latin American Initiative: Mr. Mann's vail 
Reaction 


I showed Tom Mann the S/P memorandum of July 5 on 
@ new Latin American initiative last evening. After 
reading it and expressing great enthusiasm, he made 
four points: 


1, It would be "good politics” to ask for #500 oe 

million. Loans should be soft. After a good deal of <= 

discussion, he concluded it would be best to channel 

the loans through the Inter-American Development Bank 

but, since the Bank has not opened for business, he 

thinks Congress may demand some DLF veto on loans 

over a certain amount. We should make clear that the 

fund would finance social overhead projects and that — 

it would supplement hard loans through the World Bank, je 

Ex-Im Bank and IADB. aml” 
pa 


“DECLASSIFIED FOR PUBLICATION IN 
FOREIGN RELATIONS OF THE UNITED STATES" 


2. Psychologically and politically, it is very 
important that the new fund be earmarked for social 
overhead projects and be used as leverage to develop 
sound projects, 


* 


c 


3. We must carefully draft a broad statement 
which would make it crystal clear that the US purpose 
in making the fund available is to enable countries to 
finance projects which will lead to a more equitable 
distribution of the national income. One of the cri- 
teria for loans from the fund should be that they 
advance the oy oe of the lower classes. Mann 
thinks we should use the fund as leverage to accom- 
plish, among other things, more equitable tax structures, = 


— 





| Drafted by Ramcey, 
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kh. It is also highly important that we support land 
reform but that we not set our sights too high or make 
it appear thet land reform will solve the un- and under- 
employment problem, Mann thinks land reform will alle- 
viate the employment problem and is vital in view of 
the population explosion but thet we cannot expect new 
recipients of land to rise above the subsistence level 
too soon. (His views on this subject coincide with 
those of Milo Perkins.) 


I think all these points are sound and I passed 
them on to Achilles)and Rubottom and Mallory. Rubottom 
goes along with Manh and believes that the IADB should 
be the chosen instrument. He thinks the fund might be 
utilized to spur the Bank into opening sooner. All of 
us agree that the above points can be woven into the 
President's special message to Congress and, thereafter, 
can be amplified by Mr. Dillon at Bogota. 


Be . ° , ws —— ” 
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SUBJECT: S/P Memorandum on New Initiatives 


a 


—_ 

At the risk of heresy I want to express opposition to ak 
the S/P proposal. I am opposed because I think it exaggerates — 
a need for “refurbishing U.S. leadership", provides an over- ma 
simplified and probably inadequate answer to the problems of 
U.S. policy towards Latin American development, underrates 
the difficulties of Congressional approval, ignores the danger 
of failure, and assumes a global effect which would be probably 
confined in its beneficial aspects to Latin America and would 
risk adverse repercussions elsewhere. 


I do think our policy towards Latin America needs revision. 
My staff has prepared a study on this subject which was recently 
transmitted to ARA, S/P and C, and which attempts to address < 
the problem in a somewhat more thoughtful manner.) I have very . 
serious doubt that we would find adding to the capital of the 
IADB a solution to our problems and the adoption of this 
course at this time might well make us unable to attempt a 
more considered program later. If we want to have a new om 
program for Latin America, then I think a task force should ay 
be immediately put to the job of developing a proposition 
which is defensible. I would think the Congress would regard — 
as somewhat hysterical a proposal to add a large dimension AS 
of capital to an organization that has yet to spend its 7 
first penny and that in all probability could not use any 
additional capital for a long time. 
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SUBJECT: New Latin Acerican Program 


7 
Not knowing how much opportunity Mr. Dilloa had to give wou his tain , » a 
ing on preparation of the new program before his deprture, 1 au pucesiyg oo ee 


paper at the risk of repetition what he told me this noon. 


_ 
ow 
— 
toe 
— 
rw 
»& l. He wants you to premre the prograz. 
or 
ez 2. It is t be ready for presentation when the Senate reconvencs 
o. August 8. 
Se 
nr 3. The figure of $500 million should be use¢, of wiich some $150 2 
«@- million would be intended for Chilean reconstruction. ond 
2¥ _ 
a= 4. Daring the August part of the session ve snould seek authorizing 
4 = legislation but not arpropriations. He enticipates little d.ffi- 
= = culty in obtaining authorizing iegislctic... 
vy = 
v) 
sé 5. The “soft window" of tne IL.A.D.3. should oe the primary inctruwaecnt, 
a to Since grants as well as loans will be necessary and the J.4.0.8. 
= should not make grants, some $5) million of the total should go tu . 
- I.C.A. for grants for purposes of the prosraz. ; 
~— 
6. The program siould be presented to Conrress neither as "crs snot" . 
nor “arnual". Future authorizations 2'4 appropriations wi.l 
. naturally be required but we shouid not “resent it as an a-ual 
program. ) A 
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Memorandum for the Record, by Henry Ce Ramsey of tne Policy Planning Staft 


Confidential Washington, duly 25, 1960, 
No Distribution Outside S/F 


| 
Subject: New Latin American Aid Program: Meeting of 


| 
July 2h, 1960, at tho Under Secretary's Home — : XE 
\ 
Ls 





I was called around 2 o'clock yesterday (Sunday) afternoon 72 = 
by Mr. Mann's staff assistant (subsequently by Ted Eliot) and a 
invited to attend a 5 o'clock meeting at Mr. Dillon's home. Ted 
had flown :p to Newfoundland on Saturday with the product of the 
“enn task “orce,in order that Mr. Dillon might study the plan en 
route Washington Sunday morning. Others attending were Mr. 
Achilles, Mr. Mann, Mr. Bell, Mr. Saccio (ICA), Mr. Hart (DLF), 
and Dixon Donnelly. No representative of ARA had been invited, 


Mr. Dillon had read the rather vc luminous briefing book 
prepared by the Mann task force. He noted that there was no 
firm agreement as between Mann, JCA and DLF on the administra- 
tion of the new program. He invited Mann to speak. 


Administration of Fund 





Mann acknowledged that the task force had not been able 
to reach agreement on how the new fund should be administered: <4 
some preferred DLP, some the Inter-American Development Bank 
(IDB), some ITA, He would advance a "revolutionary plen"--the 
reactivation of the Institute of Inter-American Affairs, ‘the 
eppropriation of funds to the IIAA, and the administration of » 
the new program by the IJIAA through use of ICA, DIF, and espe<« 
Clally IDB, as executive a.encies. Marn stated his belief that 
we should rely on the IDB to the greatest extent possible. 


This proposal held certain advanta.es. First, the [TIAA 
was populer in Latin America, had done fine and pioneer work , 
in technical assistance under Nelson Rockefoller, was still 
associated with the Rockefeller name and was a "politically f 
good thing" to reactivate (The II@A lapsed as of June 30, but 
the consensus was that it could easily be reactivated by Con- 
@ress during the August session, or next year). Second, 
since the Assistent Secretary for ARA chaired the IIAA, put- i: 
ting both the funds and the power to act at his disposal made > 


senee — 
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sense administratively: it would permit ARA to marry political 
and programmatic considerations and to act quickly and decisively 
and would restore to ATA the power which had gradually eroded 
through Departmental reorganizations in the postwar period. Mann 
emphasized that, if ARA was to have the power to negotiate, it 
must have the power to administer the funds. 


Achilles strongly supported Mann's proposal. (It was obvi-. 


ous that the two hed concerted before the meeting, as the IIAA wo 
approach has been Ted's since his return from Peru{) ~=—————"7/ /P- 
Saccio, Hart and Bell then tried to shoot IIAA down. Their 


arguments boiled down to three: (1) existing agencies could do 
the job if given the money and the policy direction, (2) the 
executive agency concept was spurious since the agencies would 
be serving two masters and this would result in downgrading IIAA 
directives in controversial fields, and (3) Mann's proposal 
would inevitably load to a new super-structure of personnel in 
IIAA. These arguments had some effect on Dillon. 


| 


Finally what Dillon decided should be done and which Mann 
and Saccio agreed to was this: 





IIAA should be reactivated and funds appropriated under the 
new program should be granted to it. This would place firm con- 
trol in State. ICA in Latin America should be the field-arm of 
IIAA in Washington. A small (about four to six) staff should be 
set up in AA, headed by a Deputy Assistant Secretary for 
Economic Affairs, to run the IIAA and to marry ARA-ICA (Iatin 
America) to the closest extent possible. (Dillon said he wanted 
this worked out in the other bureaus end areas also, once ICA 
and State got together under one roof.) ICA, in turn, would 
keep its Latin American program more or less separated from its 
other programs. The purpose would be to compartmentaligo Latin 
America and put the whole special assistance, technical assist- 
ance and “social infrastructure" program under the IIAA umbrella, 
This would be without prejudice to other programs which DLF, Ex- 
Im Bank or the IRDB or IMF now participate in. 


Role of DLF 





DIF came off rather badly. Dillon had some rather sharp 
things to say about its inability to come to the rescue in the 
past in building roads because of the local costs and "Buy- 
America" problems.; I gathered that Dillon did not feel that 
DIF had much of a role to play in the sooial infrastructure field, 
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two Conditions, rt Should be €xplained to Congress that #500 
ion would be a Starter and that we Would come back for 
more after we had studied the matter further, we would, for 
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matter in August, others that we 


Dillon thought we might try to get an ICA increment of 
£50 million during August for Latin America and Outlined a 
Strategy for -obtaining it at the last moment without E°ing to 
Passman, No definite decision Was made, 


He was fuzzy on whether to &sk that the DLP ®8ppropriation 
increased from $550 to $700. 


- 
oa 
oe 


I Concluded that he 4id not be | 


request any “ppropriation during Auvust, thou:: 
Cold on the Subject, f he 


8ix months and, POSsibly, as; &t the last moment for an ICA 
increment of fSo million, 


Porward Approach 


Dillon asked Mann to put this new Plan down 


Since the President was Visitinz Denver 
Pe@rance,)\we 


Week (week of Auvust 1), He said the 


"not be firm one way or the other", would erobably say he was 
@ll for the plan ir Congress had no ob jection, 
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Hence it Would be necessary to discuss the Plan with the 


rd as a NON-parti san Prov ram, 
Dillon Seemed to fee) that Treasury and Rud 


Ssional leacers, It was apreed 


nz @long thege lines; 
Use the Sontinyency fund to the extent Possible 


set could be &pproached 
after the Plan had been Outlined to the President, 


nt's concurrence, since "he an 
Yelson ®re now for a confederation in the hemi 


reference to the Nixon. 
Rockefeller Platform talks of last Friday evening ),, 
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Memorandum of Conversation, by Rudy V. Fimbres of the Bureau of Intere 


American Aflairs 


} Limited Official Use Washington, July 26, 19€0, 


- 


SUBJECT: Visit of Felipe Herrera, President, Imter-Americen 
Development Bank, to South America 


PARTICIPANTS: Felipe Herrera, President, Inter-American Development Bank } 
Robert Cutler, U.S. Executive Director, Inter-American A 
Development Bank , 
Douglas Dillon, Under Secretary of State 
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officers an opportunity to hear Mr. Herreru's impressions of his South american 
tour.) 


Mr. Herrere commenced the diecussion by mentioning thet the purpose of his 
trip was to discusé. quote payments with member countries of the Bunk, und ulso 
to recruit technicians for his organization. He s@id that he had deen impressed ww 
by the greet interest in the Bank, and the emotional attachment which people in 4 
South America have for it despite the fact that few kaow the details concerning 
its structure and proposed method of operation. Latin Auericans fought for it a 
for many years und are purticulariy gratified that it will be a cooperative and ~~. - 
multilateral undertaking from which the United Stutes--which holds 40 percent of ime 
the quote--asks no benefit. 





He stated that the countries he visited presented a variety of institutions 


through which the Bank could work. He, however, had emphasized cooperation with _ 
private capitel. There were complaints everywhere of « shortege of capital, a 
especially for iocal financing, which some people tlemed on IMF stabilization 
programs. Attucks on the IMF have shifted, however, to national leaders, appar- ~ 
ently because they heave made IMF policies their own. There wes, purticularly -* 
in Brazil, disappointmeat that the Bank would not help increase the export of “2. t 
capital goods through export financing. 
2 ae 
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On @ country basis, he reported the following: Venezuela eppeared very | 
unsteble, the reduced money supply edding to this difficulty. President 
Betancourt worriedly stressed the bed social conditions in Curacas, the problem 
of unemp) yment, inflation, and the danger from the Fidelistes and other leftist 
elements. There is eae dire need for housing and adeyuate water supply, according 
to Betancourt. 


Im reply to Under Secretary Dillon's inguiry ae to what Venezuele had done 
to reduce its debt, Mr. Herrera replied that it had cleared its short-term debt, 
balanced its budget, end hed kept its exports high. Venezuela's problems, he 
reiterated, remained inflation, unemployment, and pressure from the communists and 
the Fidelistas. 


Peru and Colombia have sirong leadership, end there is much sentiment for 
an egrarian reform and housing program. Everyone is puzzled concerning Ecuador, 
but agree that egrarian reform and housing are also the two most pressing needs. 





In Chile the people ure of the opinion that the stabilization policy should 
be relaxed but, despite this, the government is maintaining & strong anti- 
inflation stand. There has been a strong emotional response to United States 
generosity, the recent earthquake disaster relief resulting in great U.S. pop- 
ularity io the area. 


Mr. Herrera then mentioned that 75 percent of the Bank's quotas had been 
peid, with Bolivie and Paraguay pr rin the greatest problems in this respect 
because of their inability to pay Be ét instalments on their small subscriptions. 
Mr. Dillon mentioned that the U.S. should assist these two countries to meet 
their participation in the Bunk. 


Mr. Rubottom inguired whether Mr. Herrera was of the opinion thet Uruguay 
would come into accord with the *, Mr. Herrera seid that thet wes his impres- 
sion, despite the slim chamber ity (one vote) held by the Government. He 
edded thet the Government had « y instituted some reforms. 
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Mr. Dillon inquired when the Bank would become operetive, and Mr. Herrers 
replied that by October 1 the Bank would be in operation and by the end of the 
year should commence making loans. 


The Under:ecretery esked whether the IDB would reasonably be in position 
to administer m nies entrusted to it by the U.S. Government under the Letiu 
American economic cooperation progrem contemplated by President Eisenhower. 


Mesers. Herrera end Cutier replied in effect thet by next June or Juiy-- 
presumably after the Congress hed its first opportunity in the spring to 
appropriate funds for the accelerated economic progrun--the Bunk sould be ia 
& good position to administer any trust fund transferred to it by the U.S. 
Government. They aiso foresaw that this program would rejuire tae edministra- 
tive cooperation of agencies located in Latin America such es ICA, and the 
existent national organizations charged with economic planning in the different 
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[ Mr. Rubottom esked Sr. Herrera if the new lending egency intended to | 
develop e special relation to one or two countries (he cited Honduras es en 
example) with the intention of turning them intc “show-cases." The Bank 
President replied thet he was in favor of this approach, and in thst regard 


bad in mind Paraguay end Bolivia. 


He added that tbe IDB should mot be con- 


cerned with the political side of the Peraguayan problem, and thet $10 million 
in Peraguay, because of its purely agricultural structure, could do wonders. 
Mr. Dillon agreed, commenting that the new institution could igmore politice. 
factors whereas the U.S. Government has no similer freedom of action. 


Bolivie, said Sr. Herrera, should also receive special attention simed 


at diversifying its economy. 


ee 


~~ 


of-peyments deficits. 
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deficits in other areas. 


Mr. Menn discussed the subject of the pressures being put upom the U.S. 
Government to finance budget and balance-of-psyments deficits. He was of the 
opinion that eny funds transferred to the IDB should be used wisely and that 
eny locel government costs financed by the Bank should result in an easing of 
In line with Assistant Secretary Mann's misgivings 
on U.S. financing of budget deficits, the Under Secretary seid thet the Bank 
should require recipient countries to make the proper commitments to it so 
thet any assistance given them will mot encourage continued budget and balance- 
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ne me es s of ’ Le ecretary' at iff ™Pa* ing, nel ; oT July 25, 1960, 
at 9315 am concerni:ys the subject of ecoromic assistance to Latin America 
- ~~ ees ~ We ee seu av ee te o " Po ‘iv ~ ~amthe one we o , 


read as foilows: 


*2. Mr. Dillon thought his meeting with the Latin Anerican /mvesscdors 
yesterday on ODCD developments had been useful. Some of their fears that 
*the OECD would prejudice Latin American iaterests seem to hove been clisyed. 
’ Phere vas wore interest in the new program proposed by the President, and 
it wes obvious that the Acinseadors wanted a figure rather than generalities. 
Mr. Dillon added that the new Latin American program had pretty well take 
shape in the Department cnd now would be discussed with Milton Eisenhover 
ana the interested agencies befe being taken up with the President next 
week. In ansver to a wuestica from the Secretary, Mr. Dillon said that we 
~ hope early in the August seseion of Congress to obtain approval of the frane- 
work in which the program will operate so that we will be oabie to wove ahead 
et the Bogota mecting. ” 


(Secretary's Starf Meetings, Lot ¢3 D 75) 
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Se The new "common man" program for Latin America should 
rz help to fill a major gap in plans and resources for development « rd 
o., of the area. It will, however, deal only with one aspect of the ; IC 
Se larger problem of its accelerated economic and social develop- S 
= = ment. The larger problem is both long-term and urgent and Pa . : 
e. | will require very large resources. A 
un = 
Oo, 
cs E Q: 1 recommend that in formulating and implementing the ~ K 
ui’, program, and at the Bogota meeting, we give it major emphasis 
4= but keep it in the broader context. (The Latin Americans certainly Ny 
<3 at Ww , je will.) While naturally large amounts of straight "aid" will be =z 
a ~ necessary both for the common man and broader programs, I Ay a 
7 9 y wn would hope that we could think and talk less in terms of "aid" SQ Fat 
wo , than of “accelerated economic and social development." This e 
w , ' . | means endeavoring to mobilize and coordinate all available c s 
“a ; , \ %. 
i” ia ® resources toward such accelerated development - private invest- "ee 
wi) ¢@¢ =) ment both local and foreign, foreign loans both hard and soft, +h 
f 7 Ie U.S. grants and technical assistance, U.N. Special Fund and bas 
wie ve technical assistance, the big foundations, U.S. insurance companies, 
Prok building and loan associations, etc. ’ 
, jv a y ‘ 
A ‘ ke 
a, '. There is plenty of room for everybody and they will all be needed. — 3 . 
tv vw. Mh- “il 
ty TT i . 











SUBJECT: Latin American Progran. 


To fulfill your announcement in Newport and to meet 
the need for a positive United States approach at the 
September 5th meeting in Bogota, we should now press forward 
with a broad program for Latin America designed to bring the 
benefits of economic and social progress to a wider segment 
of the population. 


FOREIGN RELATIONS OF THE UNITED STATES" 


= 
ted 
z= 
=) 
— 
— 
<= 
W 
_— 
~ 
oC 
pa 
a 
x 
o 
aw 
i=) 
wae 
ae 
— 
vw) 
Vv) 
Le 
a 
YU 
we 
fo) 


To insure the success of this program and to enable 
the United States to speak authoritatively at the Bogota 
conference there is need for bipartisan support. I suggest, 
therefore, that you consider laying the program which is 
outlined in the following paragraphs before the leadership 
of both parties at an early date. 


The specific elements in the program which should be 
discussed are the following: 


a) Size of the Program: Given the magnitude of 
the need, I believe that it should be couched in terms 


of a minimm of $600 million. It should be made clear 
that this amouut would not be expended in any particular 
fiscal year but is intended to be used over a period of 
time as sound opportunities for its use arise. It should 
also be made clear that, depending on the impact of the 
program and on the performance among recipient countries, 
this would be the first installment on a long-term 
program, and that additional amounts would, therefore, 
be required in the future to meet demonstrated needs. 
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b) Use of Funds: Adequate “hard-loan” funds for 
sound economic development projects are already avail- 
able in various national and international lending 
agencies, such as the Export-Import Bank and the Inter- 
national Bank for Reconstruction and Development. 
Because of the increasing difficulty most Latin American 
countries have experienced in servicing "hard" loans, 
the Development Loan Fund has also been extending “soft” 
loans for sound economic development projects in certain 
categories. There is, however, an immediate need which 
has not heretofore been met for substantially more 
financing of social development projects such as land 
settlement, improved land use, pilot and self-help 
housing, basic community facilities, and vocational 
training. While existing programs have reasonably met 
the capitel needs of industrial expansion, there has been 
very little foreign assistance available for social develop- 
ment projects. Although the primary responsibility for 
social development must rest with the country concerned, 
the Latin American countries are not in a position to 
carry the entire burden of programs adequate to meet 
demonstrated needs. If such programs are not initiated 
promptly, unrest with violent political consequences is 
likely in a number of Latin American countries. Substantial 
United States assistance is required to give reasonable 
hope of success. Such United States assistance should 
go primarily to those countries that are willing and 
able to undertake satisfactory programs of self help. 

In this way United States assistance can promote the 
fiscal and tax reform in Latin America which is a 
necessary prerequisite for successful devel opment. 


“DECLASSIFIED FOR PUBLICATION IN 
FOREIGN RELATIONS OF THE UNITED STATES" 


c) Administration: The program should be so 
administered as directly to facilitate the achievement 
of our foreign policy objectives in Latin America. The 
responsibility and authority for directing the program 
should rest in the Departmen of State. In determining 
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the amounts and terms of financial assistance under this 
program the Department of State shall consult with the 
National Advisory Council on International Monetary and 
Financial Problems. 


The funds should be made available to the President 
as a Special Fund to be used exclusively in Latin America 
and under flexible and nonrestrictive provisions. These 
funds would be available in either grant or loan form 
and would be used through such agencies as the President 
may designate including the Inter-American Development 
Bank. 


Loans rather than grants would be made to the 
maximum extent practicable. It is expected that the 
principal lending instrument will become the Inter- 
American Development Bank which has an inter-American 
character and will be in the best position to encourage 
recipient countries to increase their own efforts to 
achieve maximm economic growth and social progress. 
United States financial and technical assistance to 
Latin America can only achieve their purpose if they 
are used to stimulate Latin American governments to 
mobilize their latent resources and to utilize them to 
achieve more rapid and balanced economic growth. 
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d) Terms: Repayments of loans would ordinarily 
be required in the currency of the borrowing country 
in order to minimize the burden on countries’ resources 
available to service external debt. Aid funds should 
be available to meet local as well as external costs. 


Rehabilitation of Chile 


It is planned that of the total package of $600 million, 
$100 million will be used to assist the government and the 
people of Chile in their present task of rehabilitation. This 
task is the result of the recent series of disastrous earth- 
quakes which left great destruction over wide areas of the 
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most populous regions of Chile. Homeless people are counted 
in hundreds of thousands. Total damage has been estimated 
to be almost $500 million leaving a massive burden of recon- 
struction on the Chilean people. 


ssional Action 


We would obviously be in the strongest position in Bogota 
if Congress were to pass a $600 million authorization bill when 
it reconvenes in August. The Latin Americans hope for and 
expect concrete evidence of an intention on our part to create 
a new, special fund to be used exclusively in Latin America; 

a statement that the funds already authorized for the Develop- 
ment Loan Fund are adequate for the time being would not be 
well received. I would hope that the leaders of both parties 
would agree to the authorization procedure. No appropriation 
would be sought until the next session of Congress in 1961 by 
which time the results of Bogota would be available and the 
Inter-American Development Bank would be in business. In the 
event agreement could not be obtained I would then recommend 
that their agreement be sought to obtain a Joint Resolution 
phrased in the most definitive way possible, again having in 
mind an adequate basis for the Bogota meeting. The Bureau of 
the Budget prefers that we not seek an authorization, but Limit 
ourselves to a joint resolution. 


a) Short term action: In order to start some projects 
immediately in Latin America and to meet other emerging 
needs in the present world situation, it is important 
that the total Mutual Security Program appropriation 
request be obtained from the Congress, particularly the 
full $700 million requested for the Development Loan 
Fund. (The House has cut this $700 million request by 
$150 million.) How the final appropriation of the $700 
million for the Development Loan Fund can best be achieved 
is a matter of legislative tactics that can best be worked 
out with the legislative leaders, including (a) action by 
the Senate, either within the Appropriations Committee, on 
the floor of the Senate or within the Conference Committee 
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to assure a $700 million appropriation, or (b) an 
increase by the President in his pending $700 million 
request. Such a request could be made under the exist- 
ing Development Loan Fund authorization. 


b) Presentation to the Congress: There are dif- 
fering views regarding the manner in which either an 
authorization or a joint resolution should be presented 
to the Congress. The Vice President has informed us that 
he feels strongly that there should be a special 
Presidential message on this subject in order to indicate 
clear administration initiative. On the other hand, the 
Secretary of the Treasury feels strongly that any presen- 
tation should be by the State Department and that there 
should be no special messages on the subject from the 
President. From the point of view of the State Department 
a special message from the President would improve the 
United States position at the OAS Foreign Ministers 
Meeting at Costa Rica when the subject of Soviet inter- 
vention in Cuba comes up., However, the major interest 
of the State Department is in securing the necessary 
legislation rather than in the method of its presentation. 
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MEMORANDUM OF CON ' ERENCE WITH THE PRESIDENT 
August 1, 1960, Newport, 5 PM haa 


Secretaries Herter, Dillon, Anderson, 
Dr. Ralph Reid, General Goodpaster 


Others present: 


Mr. Herter said he first wished to put before the Presidenta 
memorandum/concerning the proposed Latin American program 
setting out specific details more fully. The President read 
through the memorandum, He then asked why the request was 
being made for $600 million, He had thought that the work of 
the program might, in large measure, be accomplished through 
use of the IADB, and that funds would go to expand the capital of 
the IADB. Mr, Dillon said that the other American countrics 
would prefer not to have this program handled out of normal bank 


capital if it were handled through the bank, but would keep the 


money in a special fund, If the money is authorized, this is the kind 


of specific arrangement that would be worked out through the dis- 


cussions soon to be initiated, 


Mr. Reid said that from the standpoint of the Director of the Bureau 
of the Budget,,a simple resolution giving the sense and support of 

the Congress would be preferable to an authorization, He is con- 
cerned over the idea of the Administration submitting new proposals 
at a time when the Congress has taken actions impairing the 
President's FY-1961 budget surplus. Congress has already added 
about $1.6 billion to the budget. Losses of revenues, together with 
other costs foreseen, amount to an estimated $2.4 billion, bringing 
the total to about $4 billion out of an anticipated $4.2 billion surplus, 
He pointed out that the $600 million figure is no more than a guess, 
and will be very hard to justify before the Congress, lacking any 
documentation, He added that the Development Luan Fund has avail- 
able substantial authorizations for which appropriations have not been 


sought. Mr. Dillon commented that he is not proposing that the 








“DECLASSIFIED FOR PUBLICATION IN 
FOREIGN RELATIONS OF THE UNITED STATES” 





, a. 64-4 +49 


ats COPY AVAILABLE 


Administration ask for appropriations at this time, but rather “au 
limit its request to an authorization, 


Secretary Anderson said he would prefer not to have a special 
Presidential message. He suggested that the State Department try to 
have this provision tacked on to a pending bill, The President sug- 
gested the possibility that he might send a letter to the State Depart- 
ment instructing them to seek to do that. He commented that the 
Vice President, however, has asked the President to send up a mes- 
sage to the Congress on the reconvening of the Senate in order to 
take effective initiative, Also, by a special message at that time 

he hopes to do something to holdt he Congress to hard essentials 

as against many loosegending schemes that are being discussed, 

Mr. Anderson said he thought it very important not to send up new 
requests to this Congress, but to limit the message to repeating 

what the Administration has already asked for, Referring to an 
earlier point, Mr. Herter said that a check had been made to see 
whether there is pending legislation to which the proposal might be 
attached, and that there is none, e 


Mr. Dillon said he would like to consult with the Congress about the 
proposal, and suggested that the State Departme:t proceed to check 

with key members, The President indicated no objection, The 

President then said he thought he would mention the Latin American re 
program in a specific way in his message,,and leave the development of 
details until after he had met with the bi-partisan group. 
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subrectt: Precaced new “rogram for Latin Arserica 





Ihe announcern.ent wnade by :’resident Licenhower on July 11 
for an increased econer ic pregreimn ia Latin /n erica has Scen read 
with interest by the Virsctora of the export-lirport Lank. The purpose 
of thie miennorandum is to concider the manner in which -xinbeak airy 
comtribute to the succes of the procran. 

Esanvbanl. Guring the past twentyvesix yeare bas suthorised in 
excess of 34 billion of loans in Letin America ana at the present time 
hae outetanding loans end com:ritm.ents ef approxin.ately [2 billion. 
lt is acsunmcd thst there ie no intention to cisepléce | ximbank 
in ite historic activity in Letin /nierica, tis farther acsumed tnat 
it would be advintageous to the realization of the ultimnate goals of the 
new orogrem thet encomraitted funds now aviilehie to eximbenk be 
stilised directly in the program in siturtions in which loans repayabie 
in ccllare for United tates equipment, materials end services mzy be 


justified from an economic end basaaing point of view, 


For the purposece of this mernorandumn we ere assuming that 
au aporovriation for the mew program would be made to the President 
and tacrcalter aliocations would Le made in each Céise to the agency 
best suitcd to carry out the particular purpose of the cilocation, 


it io the sugpection of the Directore of tae t xport-Import Lank 
tant in those instaacec in wich foreipon equipim.cnt anu services are 
reguires for & project in Latin /.n erica aad 4 cred.t to acquire the 
Sarag clu be &ppropriately authorized out of funds of : ‘imbank, any 
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monmes to be ioaned for local costs in connection wth the samme project 
be allocated to anu raminictereu by Eximibank. An exarnple of euch 
type of project would be a highway or accee®s roac construction where 
as tnuch as 30 or 40 percent of the cost may be in foreign purchases 
and where the United “tates is prepared to make aloanona soft 
basic to defray ct least a portion of the local cost involved. On the 
other hand, in the case of & project -- such av one for housing or for 
educational purposes -- involving solely soft loan arrangements, the 
faade woul be alioceted to an agency norroally operating in euch a 
ficid. 


The suggested procedure offers & number of benefits: 


1. The lone experience and success of Eximoank 
in Latin /rmerica and purticulerly ite experience in 
ruad coustruction woich appears to be an itoportant 
pert of any program for the opening up and settling of 
new areas. i«irntank hae finances road construction 
ia nearly every country of Latin America. It hae siso 
financed fieoc contrul end irrigction projects and other 
similar programe requiring substantial amounts of 
equpment, materials and technical services from 
abroad. ° 


z2. ew ximbank bar brosed pewers unter ite legis- 
lative charter.) surtherrmmore, its record of operations 
has ecquired ior it th« support cf the lVongress and, 
particula:.y, the Janking and Wirrincy Vommittees, 
ty the cxtem: that it has been periniiftec to operate with 
& minimun: of reetrictions relative to the ectabliehment 
anc implernentation of credits. lhese facts have enabled 
iL.ximbank on many occasions over the yeare to act 
piormptly in rituations involving issues important in 
our foreign political and econoniic reliationa, On the 
cther band, agencies created ae eo vari of our forcign 
aid programe have occome restricted to the extent that 
in inany inatances they ar« mot ac {ree ot i¢ Lb ximbank 
to @ct prempily and with a flexiviliry cf methods. 


Only this ween it wee neccestry to look to 
Lximbart te obtain promptly @ credit which, according 
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to the Department of state, was highly important to meet 

& serious political situation in Guatemala. Fortunately, 
Exirnbank was able to find reasonable aseurance of re- 
peyment in dollars and can meet the situation insofar as the 
dollar portion of the credit ie concerned. It appears, 
however, that procedural problems and othes resulting 
from legislative requirements for docurmentation may 
delay the availability from other sources of credita re- 
quired in connection with the local expenditures for the 
projects proposed for Guatemala. 





Delays and the effort involved in compiling new 
studies and documents required by other agencies to 
support the establishment of credits often result in 
irritations and ill Wil that are counterproductive in an 
assietance program, suche probleuis can be avoided in 
those cases in which the entire transaction can be handled 
by Exisnbank because it can usually proceed on the basis 
of its years of experience in Latin America and through 
the use of procedures which are well established and 
generally understood. Funds allocated to Lximbank to 
finance the local costa of projects-in which it is involved 
would make it possible for Lximbank, ae an agency of the 
United States, to operate in the manner contemplated for 
the IDK.D with the establiehnient of the proposed IDA, 
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3. it tw self-evident that it would be preferable -- 
both from the standpoint of the borrower and the 
lender -- to have a specific project handled by a single 
agency where feasible so to do. It is recogniced that 
this cannot be accornplished in every situation, 


On the basis of the foregoing, it is suggested: 


1. That tunds appropriated for a prograim of soft 
loan assistance in Latin America be ailocated to a 
particuler agercy -- either national or international -- 
after Getermination is made as to the specilic purposes 
for which the funds will be uiilized, 
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2. iat in instances in wich credits for local 
Currency expenlitures are required ia connection with 
icans whith may be made out of uncomraitted funds of 

. Laitmbank, fands be allocated to _ximbank to enable it 
to :cake end adiminister also the soft lozn component. 
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the 2th Congress, which reconvened on that date, com enting 
it ing 4 nat "ne wo iid 


present new matters to C ngress for the purpose of promjting free worl: stability. 


The firet new progrua involved “an autsorization in te mgnitude of §¢00 mile 
lion to nelp our Matin American neighbors acceiers‘e ‘heir efforts to strengthen 
n the social an’ eco..omic structure of *heir mtions ani inprove the status of 
a 
= hate India » ea T1.2 . —_— 7 . » Muethee aeat 
rw ae amciaviauMid Cililiadze Se saw 5 orrTs , * sri as 4 , act - “— er assite 
—_— 
Zz tance for tse rehabilitation of devasts'ed Chiie, will promote the dyn iis 
—_ 
35 a Sfectivenese of «all our efrorts in * 2 reg I urgently request 
— ia 
ar emcetment of this authorigation ;rior to the Eco onic Conference of te Anere 
au 
«~ icar olies, wiichec eres at borota n September 5, *nmat discussions 
u = 
o = seats “ne cevelopmen*? © A4etail plane mav be initiated *here." For the 
— < 
a Sail text of the i t's messare, see Puniic Papers of the Presiientss 
as maceLouer, 1 HO, tpe f1idcet 19, 
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American States to Study the Forawlation of New Measures 
for Economic Cooperetion (Committee of 21) 
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ALL AMERICAN DIPLOMATIC POSTS AND CAMACAS, 
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GUAYZQUIL, MARACAIBO, 
SALVADOR, SAO PAULO 


NO FOREIGN GOVERNMENT DISTRIBUTION 


The enclosed Policy laformation Stetement--forwurded to the 
Post for use os outlined in Foreign Service Circuler Nu. 49, 
November 15, 19%-is ulso being transmitted to USIA and other 
interested agencies in dushington for their information and guidance. 
You ere reyuested to guke it available to epprupri.te officers of 
USIS and other interested U.S. upencies ucsigned to your Post. 


Instructions regarding USIS treetment of this subject will be 
issued, as required, by USIA Washington. 
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. SPECIAL COMMITTEE OF THE COUNCIL OF THE 


ORG+NIZATION OF «MERICAN STATES TO STUDY 
THE FORMULATION OF WEW MEASURES FOR ECO- 
NOMIC SOOPERATION (COMMITTEE CF ~.) 


~ UNCLASSIFIED 





SUMMARY 


The Special Committee of the Council of the OAS to Study the Formulation 
of New Measures for Economic Cooperation, populerly known as the Committee of ¢l, 
will begin its third meeting in Bogoté, Colombia, September 5, 1960. The Con- 
mittee's meetigs are considered to be of significant importence by american 
Republics Governments and high-level netional representation is anticipsted. 
The United States delegation will be headed by Uncer Secretary of State Dougles 
Dillon. General items to be discussed may be placed «ithin the following headings: 


a ie 


1. Financing of Economic Development. 
é. «agriculture, Educetion, Productivity end Technology. 
3. Fluctuations in the Prices of Basic Products. 


os 


Thus the Committee plans to sddress itself to primary mutters affecting the 
economic well-being and the stubility of the inter-American community. The Pres- 
ident of the U.S.) bas said that the economic development of Latin America is of 
vitel importance to the strength and well-being of the Free /orid and that “we 
are determined to press foreard with the concrete messures necessary to make inter- 
American ccoperution in the economic field us fruitful os it hes been in the polit- 
ical field.” Our full end sincere participetion in the vork of the Committee, and 
the sub-Committee of 9, demonstrate our determination. Further evidence of U.S. 
willingness to work with the other «mericen Republics may be seen in the recent 
Executive decision, and Legisiative authorization, to go ehead vith the President's ¢ 
new concept of cooperative assistance to Latin Americun social development programs. f—— | // 


I_- BsCKGROUND 
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The Committee of <] hud its genesis in un informal Weenington meeting of 
Americen Foreign Ministers in September, 1958, called in respone to « s estion  __ 5/ 
by Brazil's President Kubitschek in a speech of June <0, 19°. e Brezi lien 
Chief Executive addressed himself to « number of subjects, inmciuding the problems 
of the americes. He expressed his belief that underdeveiopment ves Latin America's 
outstending problem. President Kubitschek recommended thut the matter be discussed 
et « high-level continental meeting to seek positive colutions. Among the subjects 
mentioned were: (1) intensification of pioneer investments in economically under- 
developed ureas of the hemisphere; (<2) expension of technicul «ussistance programs; 
(3) protection of prices of basic commodities from excessive and hurmful fiuctua- 
tions; and (4) increase of resources of internot' nal tinoncie! .gencies end the 
liberulizetion of their rules and a vie« to ullowing greuter latitude of action. 
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program, and that additional amounts would, therefore, 
be required in the future to meet demonstrated needs. 
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| The Brazilian President elso pointed out thet his correspendence with President 
\e Eisenhower made it clear thut the U.S. Chief Executive shared Brazil's “...deep 
Y concern over the problems of economic development.” 





Subsequently, the Brazilien Government transmitted to the U.S. Government 4 
an Aide Memoire, duted Auguct 9, 19,5,/ suggesting thet ‘Informal contects for 
initial understandings should be cerried out in wushington...with « view to 
preliminary study and enulysis of the problem of underdeve opment in Latin 
america...” “These understandings,” he steted, “might ultimately ettein « more 
coordinated foru of expression if there were created « Committee of <1 [netions/ 
for the purpose of concerting the bases of agreement to be spproved in @ finul 
mecting.” The U.S. Secretary of Stute, Jchn Foster Dulles, extended an invite- 
tion to the American Foreign Ministers, many of whom were already in New York for 
@ session of the United Nations General Assembly. to meet in sushington on 
September 23 and 2s, 19:5. The Secretary proposed informe meetings to discuss 
several mutters, umong them the manner in vhich 3ra*ii's propos.is, celled 
"Operation Pan americu,” might be cerricd out. Durie the meetings thc Foreign 
(Minister of Brazil ‘recommended Joint hemispheric ect.on on six principel points: 


l. Study and adoption of measures fuvoring the use of private cupitel of 
the industrialized countries in developing nationr. 

é.. Increase in the volume, und easing of the terms, of louns made by inter- 
national public credit agencies or the creation of inter-Americun finunciel 
agencies organized with the sume objectives in mind.* 


3. Study end implementation of other meusures to strengthen the domestic 
economies principally to fight inflGtion und to encouroge ravings and locu/) 
investment. 


4. Study and implementetion of meusures to permit eyguitable r 
lation 
the market in basic commodities. : - of 
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Study of joint measures to be adopted to meet problems «rising from the 
formation of large European trade blocs cuch os the Eurojeen Common Merket; studies 
and meesures leading to the establishment of regions) murkets in the * stern 
Hemisphere. 





6. Expansion of technica! assistance programs. 


* It may be noted thut the announcement of the establishment of the Inter-american 
Development Bank, with U.S support, hed been made in mid-/ugust. 
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“Upon the conciusion of the Foreign Ministers’ meeting: | 
issued which called for intensificetion of uction to promote the greetest pos- 
sible economic development of the continent.' The Ministers ind. sated grutifica- 
tion et President Eiswnhower's pledge of full U.S cooperstion in achieving con- 
crete results in the common effort to promote th sconomic development of the 
American Republics because it /the U.S./ considers thit peuce, prosperity, and 
security ere truly indivisible. The Ministers recommcuded that during the period 
before the Eleventh Iater-.mericunm Conference /no~ schecuied for Merch 191 in 
uito] special attention be given tc working ovt ed4itional measures of economic 
cooperution teuking es the point of departure tne Brezilien proposseis known os 
"Operetion Pan america” and such others os the americen governments might wish to 
submit in conmection with the general subject. The MKrejgn Ministers vere of the 
opinion that the Council of the OAS should cet up @ epertal “commission” of the 
Council on which 21 repubiics ~owld be reprisented. Recommendetions of such « 
group could then be curried out either through OAS orgens or by the individual 
governments. The communique aiso cxpresoed the opinion thet prectical steps 
could be tuken et once: the establicihmen'. of om inter--mer\ can economic develop- 
ment institution; intensificetion of efforts to esteblich regional merkets in 
Latin /merice. 





On September 24, 1955, the Council of the OS estublished the Special Con- 
mittee for the Formulation of New Meusures for Economic Cooperation (Committee 
of 21). Among the most importont matters to be studied were th. following: @ 
Graft resolution ceMling for en intensified progrem of technica! treining; « 
propose: for anmual mectings of economic cxperts, & suggestion that the principal 
coffee consuming countries of the urea urgentiy study the estublishment of import 
quotes; 4 proposal to study possibjiities for the e»tublishment of a system of 
coffee buffer stocks, retention or export yvotes ond rectrictions on production, 
& proposel to study wuys and meuns to increrse inter-American ond internetional 
y trede; proposals dealing «ith basic products; und a proposul to study “ays and 

means to sssist in increasing the flo~ of private investment capital to Letin 
emgrica. The first sessions of the Committee vere heid in Washington between 
Nuvember 1/ and December 1-, 1955, und vurious recommendetions und proposuls 
were submitted to the committee. » Working group of 14 nution: (argentina, 
Brazil, Cube, Chile, Coste Rica, El S ivedor, Guetemalu, Huiti, Mexico, P.roguay, 
Peru, U.S., Uruguay, and Venezuela) was estublished to consider the various items 
in preparation for the Second Session of the Committce of «1. 
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_%, The Second Sessions of the Committee of «<! toox ; luce in Buenos Alres from 
April </ to May ©, 1959.,/ The Committee ultimstely settled on thirt,-three (3,) 
dreft resolutions for approval by the Council of the ©.G. s«hile the lim tations 
of space preclude « discussion or even « listing, of ell of the resolutions 
approved by the Council on July ©, 19,9, mention of several items will demonstrate 


the subjects covered and th: renge of problems under the purview of the Committee 
of ei: 


The Inter-Amer'cen Economic and Social 


Council (IAKCOSOC) as advisory agency » 
a” the OAS on specific economic probiems; 4 








‘L.- with Uncjeccified corset ons 
nipcation) 




















Pacts - 84-490 


2, 





























~SJLV1S GILINN JHL 40 SROTLY 194 N91 3804 
NI KOILYDIVGNd ¥O4 GILIISSYIDI. 








= 
td 
Zz 
i) 
— 
- 
< 
oO 
_ 
a) 
ce 
— 
a 
x 
=) 
we 
f=) 
uJ 
a 
— 
WY) 
WY 
<= 
4 
YU 
uw 
(=) 








FOREIGN RELATIONS OF THE UNITED STATES" 


/ 










PAGE... . 


CONFIDENTIAL - «ith Unciussil ted portion s 
. ° (Security Classifcation) 


eY-492 








Measures to increase the flow of privute investments and public capitel; 43 
Analysis of commodity price-support s)stems and export subsidy poiicies, 
Evaluation, development, coordinetion of transportation in Lutin America; 
Studies of wool and mineral murkets; 

Studies on regional industries; 

Latin american regionul market; 

Problems of excessive fluctuation in the murketsfor basic products; 

Liberalization of internuticnal trude in besic products; 

Cocrdinution of technical cooperution und assistence activities; 

Survey and evaluation of nuturel resources; 

Development of the home-building industry und finuncing of low-cost housing; 

University training of technicians; 

Promotion of economic development through @ruriun reform, 

In February, 1910, the President of Bruzil addressed to President Eisenhower 
an Aide Memofre\suggesting that the delays attendunt upon completion of the 
IAECOSOC's country-by-country economic surveys indicuted the desirability of 
certain limited but immediate steps. The measures set forth by President 
Kubitschek were as tollows: 

. 

1. Strengthening of measures for finuncing Letin--merican development, 
preferubly through the Inter-American Development Bunk. 

e. Technical end finuncial program for the development of agriculture 
end ot the food industries in conformity with the individuul characteristics 
of each country. 

3. Measures to ensure adeyguute prices und market conditions for ruw mate- 
rials and primary commodities which ure basic to the ecunomic and social 
stability of Latin americen countries. 

4. Financial and technical ussistance to an intensive progrum for the 


treining of experts in economic development and for the campaign against 
illiteracy. 
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a ©. PFinanciel and technicul aid for the esteblishment of an inter-smericun B, 
° 


rgenization for technologice! end productivity research in support of the 
in strial development of Latin America. 


President Kubitschek also culled for « meeting of the Subcommittee of 9 
immediate’, after wu. OAS meeting scheduled for March ©, 19%. The Subcon- 
mittee wet in weshington ‘uring June 6-June °4, 1900, tc consider the Brazilian 
proposuls end reluted matters. \ Following the «ork of the 9, the Council of the 
O.S et an extreordinary meeting on July 1, 1900, set July 1, 1900 \as the dete of 
the opening of the Third Period of Sessions for the Committee of 21 und Bogota, 
Colombia, as the site for tae meetings. 

The draft agenda, subject to upproval by the Committee, is us follows: 

l. Opening of the sessions 

2. Approv.l of the egends 


3. Consideration of the report of the Subcommittee of 9'(-hich includes 7 
the five points in Kubistchek's Aide Memoire of Febru.ry, 1960). 


4. Other matters 

The secreteriat hus proposed thet the Committee cet up four vorking groups 
for the sessions: 

Group I - Finencing of Develosment 

Group II - «gricuiture 

Group III - Busic Products 


Group IV - Education, Productivity, und Technoloyy 


It 's expected that sident Eisenhower's new cuncept for socias deveiopment, 
smnounced On Jury 11, 19 ),Awili be w matter of curnest consideration by the 
delegations at Bogota. (Reference !s made to White House press releuse, at 


Newport, of July iith.) The President pointed out thut the Bogoté meetings 
would be considering one of the most important componenté “of our hemispheric 
future--the problem of social reform utd economic gruovth.” He indicuted thut 
the basic ideas «hich will guide the United States’ participetion at Bogoté are: 


1. didespreed sociul progress und economic gro-th benefitting wv’) the 
people und achieved within « framework of free institutions ure the ‘aperutives 
of our time. 
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-2. Our nation's history and traditions place uc in uccuord with those who 


seek to fulfill the promise of the future trough metnods consistent with the 
dignity of free men. Our interests end sympethies ure with then. 









3. <A new affirmation of purpose is celied for in our cooperstion with 
friendly developing countrics in their efforts to progrecs 


In his announcement, President Eisenhower outlined three specific needs 
which he believes must be met through cooperat ve action: pructical seys in 
which developing countries cun muke fuster progress in meeting their oen needs 
und ways in which their friends can most effectively cooperate with them (he 
mentioned better iand utilization, low-cost housing, and minimums for decent 
living); improvement of the opportunities for the bulk of the population to 
share in and contribute to un expending nations! product; and acceleration of 
the trend toward grecter respect for humen rights and democratic government 
based on free elections. The Congress of the United Stutes hus indicuted its 
general concurrence in the President's concept. END UNCLASSIFIED 





BEGIN CONFIDENTIAL 





Brazil views President Eisenhover's proposul as un emergency program 
applying to social infrastructure, to be followed by we program to deul with 
economic infrastructure. The Brazilians olso ure insisting on the principle 
of programming through a joint commission, either the Committee o! 21 or 
some other multilateral committee, wherein funds available under the new program 
would presumably be allocuted to the verious countries by this group. 


It is very probabie thut BrazTl wili leud representations at Bogoti in 
fuvor of some variety of mussive U.S. uessistence to Litin americun economic 
development and in criticism of the level of existing und announced U.S. 
assistance. The President's new proposals are not likely to satisfy Brazilian 
desires on the scope and volume of U.S. aid. 
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II - U.S. POLICY AND OBJECTIVES 





The United Stutes believes (u) thut the current, continuing revolution 
in Latin America reyuires energetic steps by each nution's government in the 
direction of meeting the peoples’ legitimute espirations end thut fuilure to 
do so cun only lead to repetitions of the kind of destructive social upheuval 
seen in Castro's Cubu; (b) economic development progroms which do not bring 
relatively quick, though perhups relutively small, amelioration of dire misery 
encountered in meny areas ill not meet the above problem; (c) it is ubsulutely 
essentiul that Lutin American governments and nutions make reusonabie efforts 
to help themselves in a’tucking these problems, und (d) the United States stands 
ready to lend a hand in cooperation with individuul nationul efforts. 
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in its work over 


Committee of <s 
the past two years hes not been fruitful end docs not ,.omise resi sccomplishment 
for the future. The United Stutes wiil seek, at Bogoté, to achieve restoration 
to the reguler organs of the OAS of the responsibilities which the Committee has 
been undertaking, with a view to muking greater use of the IsECOSOC for the con- 
sideration of economic problems, for the conduct of necessery economic studies, 


and for appropriate recosmendetions for sculut ons. «st the came time we «jil 
seek ucceptunce of the epprouch embodied in President E senhower's progren. 


Tne U.S. delegation «ili precs for: (u) the estubiishment of «hut may be 
culled the Inter-american Fund (or ; rogram) for Sociul Deveiojment, (b) use of 
the Inter-American Development Bunk as the primury mechuenism for udministration 
of the fund, (c) ecceptunce of the principle of self-help, und (d) « strengthened 
IAECOSOC for Colombo-type discussions on social und economic problems. The action 
by the meeting «ill probubly tuke the form of un agreement accepting the ubove 
points or whatever part of them may prove ucceptuble. The text of u dralt of 
such an ogreement “us given Latin Americun represcntatives by Mr. Diilon on 
September 2b, and the text hus uiso been forwurded to euch U.S. diplomatic mission 
in Latin Americas. * 


Ill - SPECIAL CONSIDERATIONS (None) 





IV - PUBLIC POSITION 





Excerpts from the August <3, 1900 testimony before the House Foreign Rela- 
tions Committee by Under Secretury of Stute Douglas D' lion (enclosed) may be 
used us our pudlic position. * 





ae — es eee , , . 
’ ~ ‘ 
er Soe 1 + (—oraem 
4 . { 
' Ser 
~ } 5 a oe 
> . 
yorae? _— ieee tote eed en) 
Phin ” ’ 
> 
“ 


at-. . -~+ 











“DECLASSIFIED FOR PUBLICATION IN 


FOREIGN RELATIONS OF THE UNITED STATES” 









PAGE__- - -— <2 





1? ° .? 
Os add eww - + 


(Security Classification) 





os 


- EXCERITS FROM STATS°1°T SY UMDER COChSTiaY UF STAT: DUUGLAS DILLOR 
BEFORE HOUSE FU.SIGN aFFAL%S CulTlTici = AUGUST 23, 10 


POGRAM FOR LATIN AMERIC, 





The “United States and its neirhbors in L- tin America enjoy a special rela- 
tionship rooted in unique end endvring ties of history, frography and trade. 
As neighbors we heve worked in close political essocieti n through the Organi- 
zation of American States. We hive jointly cevelcped end strengthoned our 
econom'c ard financial relationships. We now propose tc join forces to deal 
with the pressing needs for scciel progress with which so many of ovr neigh- 
bors are confronted, 


Despite noteble and substantial economic frowth in much of latin /merica, 
dee.ite rapid industrial develojment in many arers, despite some increures in 
agricultural production, the creat majority of the peoples of these nations 
have achieved little improvencnt in their standard cf living. 


Among the reasons for this sitwation, several have particuler significance, 
A very high rate of population growth has concumed a larre part of increasing 
production, The general living stendard has been so low that lurre percentage 
increases have involved only small gains in absolute terms, Froductivity hes 
been greatly hampered by the luck of educution and training. Finally, out- 
dated economic, leral and scclal pwactices and institutions ‘uve frequently 


Thus, we find masses of ;eople still living in extreme poverty, without 
adequate prospect of favorable cianre, At the came time there is wide popular 
appreciation in Jatin America that such conditions need not exist and mounting 
demands that they be { proved. Unless hope for improvement cin be given, the 
prospect is for increasing frustration and unrest which can only lead to 
vfolence and destruction, 


To provide an adequate response to these precsing necds ic a task which 
will take cffort, money ond time, It will require initiative, effort and 
courave on the part of the Latin Arerican governments tc adopt and adhere to 
policier and cctions which wil] ogsure their peoples a resronn'le degree of 
occial progrecs. We belicve that the fovernmentes of “ctin America recornize 
this need and that they have the will and te deternirstion to take the neces- 
sary actbns. This 18 a primary requirement for suce os, 


While it is the letin frerican countrice themselves which of nocess! ty 
muct find the ways to sulve these problems, few if ary of them posress the 
means to do so alone, They need help -— help in developing effective prograns 
and help in the form of outside financing. 
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4, - To provide such helr is the purpose cf the nz cial developaont sropran 
w 


A 


‘ich we are proposing. We would contrilutc cepita] rescurces aid technical 
essistance to support the efforts of those Letin American countries which are 
prepared to initiate effective institutional inproverents and cel f-help 
measures in the ficld of socie]l developrent, We would hope to include in the 
new social develcgment propran for lotin Averica the Federation of the West 
Indies, which has achieved self-government am! vhich will soon become fully 
independeut—-probably next year, 


In a short tire we shell Le meeting with ropresentetives of the govern- 
ments of Latin America et Bogota in a hemispheric econcmic conference, The 
discussions at Bogota will lcok toward the development of plans for a positive 
and productive att ck on the problems of social development, As I have sug- 
gested, offective plans will require rtrong actions by the Latin American 
governments, particularly in the field of domestic reform, To encourace 
them to take such ections, and to make plain that assistance to complement 
their actions can be anticipeted, we need a clesr ani wnmictakeble expression 
of Conrressional resdiness to rrovide appropriations, It ic for this reason 
thet we are requesting an authorization at this time, 


Such an authorization would provide a framework within wich we and 
our friends from Letin America can develop new ami more effective plans and 
programs for attacking the problems of social progress. 


We envisage that the Conference should agree upon the basic objectives of 
@ progrem for cocia] development which cives primary attention to needs in 
three broad areas: (1) Improvement, of the conditions of rurel living end land 
use; (2) Improvement of housing ani community facilities; and (3) Improvement 
of educational systems and training facilities, The progres ve envisage 
begins with the development of specific policies, pl» ~ oereams by each 
of the governments concerned, ‘\'e foresee that the L . Ame:_. »n governments 
whll obtain substantial help and advice from the Inter-American Development 
Bank, and the Inter-American iconomic and Social Council in preparing specific 
projects and proprams to expedite social progress, in examining tho adequacy 
of existing tax systems, insitutions, luvs and policics to promote such progress 
and in developing more effective systems of mobilizing human ond material 
resources to further these objectives. 


We foresee that the funds which the ''nited tates would provide to assist 
in carrying out these plans end programs would be utilized for the most part 
for loans repayable ir local currencies and administered through the Inter- 
Amorican Development Benk, Neverthelers, we do not preclude the ure of other 
mechanisms or means including grants where appropriate. 


It is our idea that the total effort should be periodically reviewed and 
discusced within the Inter-American tconumic and social Counell where the 
progress in each country could be arsessed and plens for further progress 


| es be discussed, rs 
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, * In these waye we believe the imcrican depublics can proceed effectively 
on a basis of common effort to meet their most pressing needs, 
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Secretary's Memoramia of Conversations, Lot 64D 199 
Menoraniuc of Conversation, oy tne United States Represertative on “he 
intereAmerican Sconomic ant Sociai Vouncil |. ur¢el), 
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Sr. Eleta beran by stating thet there wes unanimous appreciation of the ncw 
U5. plen. They egrecd that it should be chennsllied throv : the Intemincrican 
Developeent Yank. There is no need to have a mow onmpenication; the IA-DOOSOC can 
be strengthoned. Any bcolp given by the U.S. oust be watched cud surpasaed by the 
countries themselves, but this ebility to perform depends cepon their cco.emic 
deveiopeem. The escciel help should act burten the Ceatral Smevican bud ets; 
heace, there should be no requirasent of repermcat or else the ary effort: would 
simply te limiting the credit worthiness of the countries for olher purpores. A 
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= Bstudy of the basic commodities iz a ter of utrort impertsace to the Central 

~ exzican countries. Finally, he saic that the six Polerrticas were now studying 

< ys of getting together to augeeat ture credit institutions in Coutral America for ‘ 
= “Hecononic ceveloprent. They aire weut to telk to tie "residens of the new latex \ 
~— erican Bink.» Me concluded by sayin; that ao Loped Mi, Dillon would receive ' 
© + Gthem one mere afternoon where they could talk oa metters of purt cocnoaic develo. he 
- = 
=s raat. 
O~F —- 
— Ww : . ; . ° a . 
s=F ic. Pillen stated that he cpprociated their views; tucewe sarc elatler 
z= cf own We Led found micuudtrate Jiags amous other Delogrtions as to the 
ox 5 Syplace of the now progtan in the orer-oli develop.ent cf Letin America. Ve never 
SO intended, by sugeracing Ue need fur this program, to cugysti any Leeseniaz of 
of econcuale developrsut. We vont to mare oven greater effcrta in th. economic 
wre Efied jocvod, it ia not possible to craw a very Sharp aine vetvecn gotial and : 
= i Bccen> xc develops mi. Ie is ow ide thet Gie .vad wild bo Ceemeforred to chs ' 
Ae Box r “a ; > countries Watch wlll tepcp in deca) cur: saciet unker 
S 3 Btecws Lik se of Che special fund of the wow ‘ark, sad wien tivese local 
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Sr. Dusse provented a upmorandcwa,on hoy the U.S. could help in the 7 
inteocration of Cewtral Auerican scwrcades br the estrblisheent of a 
Central Arcrican develojaent bark. Such a bank could finance rows of 
com on importance, the linking up <«:. clectric power networks, industrial 
loans ef a regional character, and loans to enterprises requiring help 
because of rcadjusteonts of tariffs. it would be a mixed bank of govera- 
sont and private capital, reinforced by external loans. Each Central 
Americon country would put in $2 millica; there would be a total of $2 
million seivate capital. They roquest a ratio of 3 tol of external 
resources to Contra] Amricen resources. There would be en oper door for 
Costa Kica end fanami, but since this is an integration movement these 
two republics would have to be mocbers in the trade area, as well os in 
the bai Ke 


Mr. billen said that we aro worse supporters of Central American 
§ economic intesration and recomizse te anced for 2 bank. The US. 
& \wlicves Uist ence it has started the situation wll repidly isprove. 
& Ucvotofor, we lwve had no very definite project for such a bank, but 
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cai Stce]l Comsamity in Euroje needed a balancing func but they Hw 
out that the problems were not a8 groat as thoy had icorct 





Kr. Cillon asked if ‘there was aay rocsou way the Laler-imc. ican 
Bani can't loan sowe of its own funds to the Central vu crican Usk. 
-The ansver was given that President “crrera 125 woll-d.sposed to the 


Central Ax sican Bank and tad offered 2 secretariat cnc & mectiag 


fF 
: = 
’ 
} 
} 
’ 
place in his bank. | 
Subsequent discussion brought cut the information imat wile tho " 
! 
! 


Vorid Bank has been thinking of a private Central Americon back, the 
Wortd Bank had aimed at 910 willion worth of private Ccatral Avcrican 
Capital, and there was general concurrence asonr the Centrel Americans 
present thot this was far too much to expect. ‘ioreover, the Vorld Dank 
was thinking of another private bank operating in five ccuntrics. 





- ite 


The conclusion was reached that rd Mann would arransze for U.S. 
technicians to talk to Mr. hochac to discuss a charter and that a 
| wreting would be held at the close of che "Baak/} ‘und meeting at che 
* tad of September 
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Letter from the Acting Secretary cf State to the Secretary of the “reasury 


Conficential dashington, September lt, 1960, 





: 


Dear lots 





I am serioisly concerned over the threatened decline in the 
flow of U.%. private investrent to less-Ceveloped countries and am 
certain that you Mmlly share this conecrn rince we rust ecntime to 
rely heavily on Arerican privete enterprise in the tack of finincing 
ecomonic developrent in these countrics. 


I am adviced, for exzrcle, that recent acticns t»ken by the 
Culan coverment have drastically reduced the willirgress of Anerican 
investors to svlsecrite to new sce.rity isces intended to finance an : 

ak 
(le 


expansion of ectivitics ty U.S. firrs in Iatinirerice. it appears 
inevitable that the risine concern over the safety of exirting 
foreifpn investrent, which has already reeched a hich level, will 
ceriously restrict now investrent outside of F.rope. “*croas our 
“oreign policy chjectives req ire an increare in tle volune of 
private foreicn invest ent in less-ceveloped coantrics, we appear 
to te threatened with a cecline. 


Ve therefore propose to cive cericus consi¢ccration to reans of ~ 
reviving the interest and conficence of U.S. investors in the foreign oO 
field, especially Latin Arerica. fTerhaps we showld seck to ike ‘4 
available troacer insurance coverage aroinst «x ropriation en’ non- ~~ 
convertibility. The reqvirerent of a tiletersl Investrent Cusrantee 4 
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Arreenment ac a prerequirite to evarentecs acrinistcred ly ICA chould 
le re-rxamined. All other poesibilities chould be icentified and 
explored. 


In this context, it would le most hripful if the Treasury 
lepartnent could ondertake a review of ;rerent tax lerislation to 
cetermine the acvisalility of clanros which would recoce the losrcs 
taken ty U.S. firms when their overseas investments are oeited ty 
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permitting recovery out of U.S. taxes to en cxtent and unver conditions 
ceered to te appropriate in view of the basic objective to which I 


have refcrred. 


I should appreciate your reaction to these suggestions and cny 
other suggestions you ray have on this important subject. 


vith best wishes, 
Sincerely, 


“) 
wa 
— 
< 
= 
“ 


/3/ DOUGLAS DILLUN 


Acting Secretary 
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Memorandum of Conversat‘on, by Joseph Carvell of the Office of Central 


Amcrican anc Pareamanian Affairs 


SUBJECT: Meeting on Central American Regional Bank 


Dr. Lugo Marenco, Minister of Economy (Nicaragua) 

Lic. Jorge Bueso Arias, Minister of Economy (lionduras) 
PARTICIPANTS: Lic. Roberto Ranirez, President, Central Bank of Honduras 

‘Dr. Pedro A, Delgado, Acting Minister of Economy (El Salvedor) 

Dr. ye -_— Mohr, Special Representative, Minister of Economy 

Guatemala 

Ing. Mario Dalponte, Economic Counselor, Embassy of El Salvador 

Dr. Alfonso Rochac, Executive Director, BID 
COTO Ing, Alfredo Hernandes, BID 

Lic. Manuel Benfeldt, Minister of Finance (Guatemala) 

of States . > 

retary Thomas C, Mann; ARA-Mr, uiiton Bileri? is€0 

REA-Mr. Alex Rosenson; OAP-Mr,. Joseph Carwell 
COPIES TC: ARA-Mr. Mann (2cc); ARA-Mr. Barall(icc); E-ttr. Turnage; ARA:REA-Mr, , 

Besensens ARA?OAP<Mr, r. Hirdon(6); Wisc-tr kyle; U/NSC=Mr. . Higgins ; IR€ 
a 10 MP 
" Assistent Secreta te ,Mam opened the meeting with the shure Ui thake S0ations it is bie 
‘present: intention of / United States Government ptaxn/€6 le to the 
proposed Bank $10 million (gS million from the Development Loan Fund and $5 million , 
from the International Cooperation Administration), and that he understood that ICA 
might be willing to grant $2 million (non-interest bearing) cash in the present 
fiscal year, as part of the "capitalization" of the Bank, A Presidential determina- 
tion for the additional $3 million for the following year would be required, Mr. Manr, 
underscored the fact he could not speak for the DLF and ICA, even less for the 


Congress of the United States, and that present plans must be considered to be 
tentative, 











Mr, Mann pointed out that regarding the DIF portion of the finances, there are 
strong policy grounds for not paying out money in advance of actual need, and that 
Congress has been critical of DLF for channelling too much money through 
benks rather thm directly, ICA has more flexibility in this regard, Whether the 
additional §3 million financing from ICA will be in the form of a loan or grant, is 


uncertain, However, Mr. Mann stated, he will try to pursuade ICA that it be in the 
form of a grant, 


Mr. Delgado raised the question as to 
States to increase its contribution to the 
and Mr. Rosenson replied that if the Bank 
the need for increased funds, there would probab 





Drafted on 
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Another Question raised by Drs. Rochac and Delgado, in view of the mow | 
IBRD interest in forming a regional bank to service mmal) industries, was whether 
it would be inappropriate for the Bank to engage in this type of lending activity. 
Mr. Mann replied that this was a matter for the Central American representatives 
to explore directly with the IBRD, 


In conclusion, Mr, Mann stated that he thought that during the next two weeks, 
this group, as the representatives of the proposed Bank, should (1) meet with State, 
DIF, and ICA to work out the terms regarding loans and grants; (2) draw up a 
charter for the Bank, and (3) prepare a press release acceptable to the United 
States Government announcing the formation of the Bank, 


Clearances: 
REA - Mr. Rosenson (in draft) 
E - Mr. Turnage (in draft) 
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' re = from tne Assis er Sts fc 4 re4morican Affairs | 
‘ ‘ J t . - é ALON, » | ' 
~0 a € ] “ , * s i7, - &. 
op ) 
SUrJ=CT: Central teciican Bank for Seonsaic integretion - iequest fer ..atingmey 
“und Jinancirg. 
Liscussion: 
ee 
Durin, the paet several weeks ciscussio:s co cerming the esteblicherit of au > » 
United States firancic] assistance to @ Cectral American Rank for Scononic Inte ro- ~ 


tion have been carried on by United States Sovernemt officials aud representetives 
of the Gwernments of Guatesala, tionduras, .i Salwador and bicaramua, .uis me o~ 
ran ium recvesto the couritrent of 52 aillio: from the FY 1961 Coutingerc, (unt, as 
part of ‘nited tatcs assistacce of .10 sillion to the Central “serican Sank fer 
Heonomic Integration, ap 820m a3 the institution ig esteblishec. This oescravw 
eleo recuests your approval for em additional .3 ailifion ICA enatributin to tec 
Bars, from *Y 1962 funds and for a determination that it is in the natinial interest. 
for DL7, pursuact to Section 232(¢) of the Jutual Security Act,jto allocate (5 alle 
lion of its funds te the Lank. Fach of the (our camocr comtrics of tc aa ~— 
Salvador, Fooduras, Custerala ard /icaragus — will make a initial ca trim! a 
@jivalent te .? «illion to be peid in three inetaller:te over 1, eth s. Ths ak 
wili bo set up as w inter» tional legel entity with its cu cnartar, 1. cccor vee 


> 
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with Artic. s Lia of the lreaty of iLcononic jcsociation, of Frurvary 6 «'4 4, sale 3 
Listing @ como: warket in the reclon (lab .)., The cw ¢ this ba: as to rr o0 a 
mote the integracio. and balancec econcic u.v/clopant oF «ber Co. Flac. 
The action recommended is in sursuance to your ciscussion with the .ojre: ate- es 
tives of the Central america: countries during the fo,.té Conference, in Jenve wr ‘ 
“ / 4960,,to the effect that, “we are warm supporters of Ce :rol Avericaa imegration oo 
“S and recomise the eed for a hank." You further sug octed thit "at the tle ot Lie = 
ul meetis.« in .achincton at the end uo? Septely 'e...that we can't tell how ats 
much the United States is ready to co witil we sit cow and levis at. The f. cure ix 
of -*%© willion sontioned....is such rors then we hac roto dlec..aed, be ls ortant é 
thins, however, is to get started.” I therefore arrarved for un.tus stiwws 29 erme- ts 
ment techuiciane at the close of tre Bank/Pum! gent'.. to discvue o.° } & Ou oanke 


Participants in reetinss included tho -inieterea of cu.my ad lier bi ofi.cvlals 
of Guateasia, «1 “alvator, londuras and “icar. wa. 


After consulting with IC’ and LLP, 1 ctite. ur the .eptember <) bertisg wth . 
Certral Agerica: hich officials thet, our present thicxls, de te race svilodle fuvts . 
up to {19 willion to the bank as ceseribed unove. lLocver, whe. the 1. Lilien re 
ferréd to above ie exheuste!, Unite! <tates amenc.es . 11) be pumyeret .. oosher 
further ascistance as appromriate to super the Ox. ‘3 resources, takin into 
account the degree of progress achieved in the ecmomic integra’ ion poosren a. theo , 

- Contribution which has beon sade by the regional Bank to euch .rogrom, oi mmocr E 
Govermment support for the institution. 
ten —— 
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provided by (LF, we propowe am allocstion of a credit 


’ 

; & 
under the terms of section 202(¢) of the Mutual Security act (Tab G),for [5 a wy 
be extended upon the satisfoctory establishment of the Bank. « for sl «a; nlication for 
such & loan has been filed with the 'LF and several discussions heve been held with 
OLY incleding a meeting with the Nanaging bireetar. The draft charter ~_ 

© (Cab E)\ef the Bank provides for paid-in capital subscriptions, in three installeets ‘p+ - 

. § were period, of $2 million by cach mexber country. These contributions to 

of the capital of the Bank wuld be available for use on a multilateral basis within the 

=, Fegion (with the national currencies subscribed being convertible, It is deemed 

hf necessary to allocate ¢5 million of CLF fumis for the purpose of a loan to the Jank at 

—“. this tine in order to further the establisimert of the Bank which requires contriba- 

=~» tions by the mecber eountries as vell as the United States wich contrisution it is 

55) hoped will be authorised by the sasber countries in the near future. 

=) With respect to the $3 million from ICA, we belicwe that it wuld be possible to 

= 7 meet this part of the $10 aillion in « ticely manner from FY 1962 ICA funds aut thereay 

~t gake minfrum do anis on the Centingenc in 1961. se are therefore preparing ° 

x=» papers for a i5Sv determlnvic. (Jab A). d 

- = a 

“t= The Jraft charter establishir,; ti. Gack (Tab .) uhich was discusses. in cetail 

~S with Unites States Goverment technicians, is subject to ratification ty wneh .* the 

7% . mational legislotive bodies of the cerber countries bular« it can beoo » operative, 

<5 p 2 fe contenplated that ratification by the respective axtional ledslstures vl! be —. 

32 eempleted by January 1961. Under the terms of the Charter, one half of the paui-ia 5 

Bi | capital, eboartnes Dy cosh amber comntey (uh cuntvalers Of 62 ailisen Jollere) ste ES 

i > be payable within sixty days fron the date this Agroament enters into farce. ‘his te 
would indicates that the Bank would begin operations no later tium April iyél. - 

“wy 

e United States Goverment techuicizns aloo discusses the drift press stitusont ae 
+ (Tab F), propose! to be issued when the detercination recosmenced herein is ap) roved, < 
Atteched is a historical dlecussion of the actioce taken «ion loc to ine re. 
, _formstien of the Central Averica co mon martet ana tie Central Aerles. Sane for “ 
| “Beononic Integration (Tab £).) Sie 
~  Recgemensat ions: Ke 
ae 
1. That you sign the attached 1550 determi:tics{(Tab 4). . io 2 
2. That you eet aside (2 aillion from the Conti: gency furs on & .roct banis, ww 
upon the establishment of the Bank. - g 
Appruveu_3 ¥) UL: - me 
j —_ 
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+ Ss 7 7: 

Subject: Inter-American Ker Development Program a | 
S 2 
4 . / 


» September 2, 1950 on" 
37? e Fo ? 


SUMMARY P uw - 
now sncombrade 


The U.S. Inter-Acerican Prograa for Social Development, 
into the Act of Bogot4, constitutes a major evolutionary step in U.S. polic) 
toward Latin America. Country Teams are requested to study means of exploi» 


ing it in the light of local conditions. 







Reference: State CA-21 







UNITED STATES" 


BLICATION IN 


THE 


| The instruction cited outlined in some detail the historical bac 
to the recent meeting of the 0:S Committee of Twenty-One at Bogot4, and 
further explained the purposes and objectives of the new U.S. Inter-American 


Social Development Program to be presented at that meeting. 


IFIED FoR py 


With Cuba casting a sole dissenting vote, the Committee adopted the 
"Act of Bogot4” which incorporates major features of the U.S. proposals wit 
some additions by the Latin American countries. This document represents a 
significant new long range approach by the U.S. Government, in cooperation 
with the other American Republics, to attack the roots of social unrest in . 
the area. The Council of the OAS has given its formal approval . “0 


i 
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4 On the one hand, the new Act calls upon Latin American countries to 

‘y institute some badly needed new legal and institutional reforms for the 
purpose of providing greater economic opportunities to the average citizen 
On the other hand, it states 


~ and particularly to the lower income groups. 
the intention of the U.S. Government to provide capital resources and tech- 
nical assistance “to support the efforts of the Latin American countries 


that are prepared to initiate or expand effective institutional improvements 


“sand to adopt measures to employ efficiently their own resources with a view 
to achieving greeter social progress and more balanced economic growth." 
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y i Under the first heading the Act of Bogot4 calls for messures in the following | 
fielés: (a) improvement of conditions fHirural living ond land use; (b) improve- 

ment of housing and community facilities; (c) improvement of educational systems 

and training facilities; (4) improvement of public health; and (e) mobilic«tion 

of domestic resources. In subscribing to this Act, the Latin American Governments 
recognized the principle of self-help and pledged themselves to give greater ané 

more urgent attention to the basic social needs of their own people. 





er eee ee en a 


Initial financing of the new program will come from the $500 million authori- 
zation voted by the U.S. Congress just prior to the Bogot4 meeting. The Executive 


o Branch intends to seek actual appropriation of funds during the next session of the 
=< Congress in January. The recently created Inter-American Development Bank will be 
=u the primary mechanism for administering the funds. 
o 
sé Our representatives at Bogot4 made it clear th: the U.S. Goverment conten- ’ 
< z plates continuing surport for the new social devel«,,cent program. If the funds . 
— am are used effectively, and if Latin American countries indicate that they are 
- f moking a genuine self-help effort to improve social conditions, further assistence 
= _ should be forthcoming after the initial funds are committed. We also mde clear 
x S that we regard the nev program as a supplement to, and not as a substitute for, 
= z programs of assistance to basic economic and industrial development. We indicated, 
o= in fact, that we would favor further increases in basic development assist.nce from 
=< the U.S. to Latin America on suitable terns. 
ee ad 
be Simjlarly, the new program is not expected to interfere with, or substitute 
—3o for, normal technical assistance programs of the International Cooperation Admin- 
io aoe istration in Latin America. 
$3 
™ The U.S. Government views the recently signed Act of Bogot4 as a major evolution- 


ary step in U.S. policy toward Latin America, adding to existing programs of econcmic 
development a broad new dimension of aid for social development. In the words of 
Under Secretary Dillon, the American Republics have ushered in a “new era” of inter- 


American social and eqwumic cooperation. 


It is to our interest, therefore, to give widest publicity to U.S. participation 
in this venture, through 411 possible channels, setting the U.S. effort into the 
context of a cooperative drive by the inter-American community to imorove the social 


condition of the individual. 


While the new social development program is considered a matter of greatest 
urgency, some time will unavoidably elapse before Congress appropriates funds to 
make it fully operational. During this initial phase, and until definitive steps 
actually are taken, the public should be kept adequately informed, but care should 


be taken not to overplay the progras. 








~ ssification 
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4 7 Joint efforts of all members of the Country Tess will be required to present the Bi 


facts to 311 euélences within your country. While busic publicity responsibility 
paturally lies vith USIA, other outers of the Country Teas con “osist through 
voré-of-mouth or other approeches to their particular contacts. 


It muy be vell to point out that some provisions of the Act of Bogot4 do not 
lené themselves to official publicity through USIA. The self-help sections are an 
exemple. The efforts of other agencies cam usefully te directed toward the essential 
task of building « favorable climste of local opinion towiurd the concepts of tax 
reform, land resettlement, and similar self-help measures which the Latin American 


nations bave approved at Pogot4. 


The Febussy is requested to study these possibilities in the light of local 
conditions, and plan special projects and/or approaches through the Country Teas: 
Reports of such activities will be appreciated. Background materials, including 
texts and speeches, in addition to those already transmitted through USIA, vill be 
forwarded to the Bebussy and/or USIA as they become available. (State and ICA are 
oreparing joint instructions to Rebassy and USOM's regarding preparation for $500 
million Social Development Progrst in Latin America under Azerican Republics Coop- 
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UNITED STATES" 


eration Act.) 


FOR PUBLICATION 
ONS OF THE 


PUBLIC POSITION 


The statement of Presicent Eisenhower at Newport last July 11 in announcing 
this new program, the testimony of Under Secretary Dillon before the House Foreign 
Relations Committee .ugust 23, and statements by our official delegation both 
éuring and immediately following the Bogot4 Conference, constitute our public 


position. 
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THE OUTLOOK FOR BOLIVIA 


THE PROBLEM 


To estimate the outlook in Bolivia, with special ‘reference to the prospects for 


domestic stability. 


SUMMARY 


1. In the last five years Bolivia has un- 
dergone political revolution and severe 
economic decline. US economic assist- 
ance, totalling over $70 million since 1953, 
has prevented a complete collapse of the 
economy and during the last year has 
made possible modest progress under a 
program of economic stabilization. Bo- 
livia has some potential for development, 
particularly of petroleum resources, but 
it faces formidable obstacles — including 
relative inaccessibility of large areas of 
the country, the illiteracy of most of its 
people, and the deterrence which political 
instability poses to private investment. 
Consequently, continuation of the pres- 
ently favorable economic trend will re- 
quire substantial foreign assistance for a 
number of years. 


2. The recent improvement in the eco- 
nomic situation has depended in large 
part on the effective leadership of Presi- 
dent Siles, the moderate leader of the 
dominant party in Bolivia. Although he 
enjoys widespread approval, his authority 
rests heavily on organized labor — a vo- 


ciferous minority which has been the 
standard bearer and principal beneficiary 
of social and political change. Siles has 
demonstrated considerable skill in consol- 
idating his position by taking advantage 
of the struggle for control of the labor 
movement between rival leftist labor lead- 
ers Lechin and Sanjines, with the latter 
providing influential support for Siles. 
However, Sanjines’ checkered and oppor- 
tunistic background, including past asso- 
ciations with Communism, gives cause for 
some concern as to the reliability of his 
support. Further, some of Siles’ labor 
support will almost certainly be lost as 
he proceeds to apply the austerity meas- 
ures necessary to his program. Neverthe- 
less, we believe that with continued US 
aid the chances are somewhat better than 
even that the present moderate regime 
will, barring Siles’ death or resignation, 
survive until the expiration of his term 
in 1960. The chief threat to the regime 
is the possible loss of Siles’ leadership 
since there is no indication of a strong 
moderate MNR successor. 
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3. Either a deterioration in the economic 
situation or too severe austerity would 
probably unite the labor movement 
against Siles. If labor unrest led to riots 
and violence on a large scale, the govern- 
ment probably could not preserve order. 
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In any case, the resulting political tur- 
moil would greatly improve the prospects 
for the assumption of control by a leftist 
labor regime and would enhance the in- 
fluence of the small but militant Commu- 
nist groups. 


DISCUSSION 


BACKGROUND 


4. Bolivia has some potential for agricultural 
development and possesses sizeable petroleum 
resources which are beginning to be exploited. 
However, development has been and will con- 
tinue to be hampered by great social and geo- 
graphical obstacles. Hence Bolivia is today 
an exceedingly poor country; its standard of 
living is the lowest in Latin America, except 
for Haiti. Mining, principally of tin, is still 
the backbone of Bolivia’s money economy and 
provides the bulk of foreign exchange. Most 
of Bolivia’s three and one-half million people 
are Indians. They are largely illiterate and 
are engaged in subsistence agriculture*s 


5. The dominant political force in Bolivia is 
the government party, the Nationalist Revolu- 
tionary Movement (MNR), which came to 
power in 1952 through a revolution. The new 
regime under the presidency of Victor Paz 
Estenssoro stripped the old ruling group of 
power in favor of labor and middle class 
groups. The principal tin mines were nation- 
alized and large landholdings expropriated. 
Civilian militias were organized as a counter- 
balance to the army, the political role of which 
was sharply diminished. The decisive victory 
of the MNR in the June 1956 elections refiects 
the extent of its political control and the ap- 
peal of its program. The leader of the mod- 
erate sector of the MNR and former Vice- 


ECONOMIC SITUATION 


6. The ambitious reforms of the Paz regime, 
including large wage and social] benefits, re- 
sulted in substantial government deficits. At 
the same time production declined both in 
mining and agriculture. In addition, falling 
world prices for metals reduced foreign ex- 
change earnings. The result was a serious 
inflation, with the cost-of-living index (1953= 
100) soaring from an average of 50 in 1952 to 
2,805 in December 1956; depreciation of the 
free market exchange rate for the boliviano 
was almost as great. In the period 1953-1957 
the US provided over $70 million in economic 
assistance. Nevertheless, in late 1956 eco- 
nomic deterioration reached critical propor- 
tions. 


7. With US and International Monetary Fund 
backing, President Siles introduced a compre- 
hensive monetary stabilization program in 
December 1956. The program aims to en- 
courage private incentive and investment and 
to balance the government's foreign exchange 
and national budgets. Backed by a $25 
million stabilization fund¥ the government > 
undertook to reduce monetary circulation and 
to increase government revenues by tax and 
banking reforms. Chief among these meas- 
ures was a one-year wage freeze. Other steps 
included establishment of a single exchange 





i This included a one-year DAF standby agree- 


President, Hernan Siles Zuazo, was elected Sent under which Bolivia could purchase foreign 


President. His principal task has been to deal 
with the critical economic problems ‘hat beset 
the country. 


f Agriculture and cattle raising employ about 64 
percent of the population but contribute = 
sli ony over 27 7 of GNP. ‘-.., 
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currencies equivalent to US $7.5 million, a US 
Treasury exchange agreement providing that 
Bolivia may request the US Exchange Stabiliza- 
tion Fund to purchase bolivianos amounting to 
US $75 million, and an additional $10 million 
from ICA. Thus far about $12.5 million from 
these sources have been used (IMF — $4 million, 
and ICA — $4.5 million). yi 4, 
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rate and a reduction of subsidies and foreign 
trade controls. Direct efforts were intensified 
to increase production and to improve basic 
facilities, such as transport and power. In 
addition, the Siles administration is trying to 
attract foreign capital and has begun repay- 
ments to many foreign bondholders and com- 
mercial creditors. 


8. In its first year, the stabilization program 
made some progress in arresting economic de- 
cline. Agricultural output increased, black 
market operations were eliminated, and the 
real income of farmers improved. At the 
same time, food prices gradually declined. 
The cost-of-living index fell from 2,805 in De- 
cember 1956 to 2,220 in September 1957. 
Banknote circulation, which rose by 277 per- 
cent between 1955 and 1956, increased only 15 
percent from 18 December 1956 to 21 Septem- 
ber 1957. During the first year of stabiliza- 
tion, the external value of the boliviano depre- 
ciated only about 11 percent from the initial 
value set on 15 December 1956; it was rela- 
tively stable during the last half of 1957. 


9. Much of this improvement reflected the 
relative success of measures to balance na- 
tional and foreign exchange budgets. US aid 
was still needed to cover a budget deficit esti- 
mated at $13 million in 1957. Neveriheless, 
the government was able to limit borrowings 
from the Central Bank to about one percent 
of the money supply in the first nine months 
of 1957 as compared to 150 percent the same 
period of 1956. Bolivia's baiance of payments 
deficit in 1957 is expected to be less than half 
the level of 1956, and will be covered 
alrnost entirely by US aid. Continued deficits 
through 1958 are expected to require about 
$22 million in US aid funds.} 


10. Despite this progress, serious problems af- 
fecting the stabilization goals remain. In the 
mining industry, although incentives for pro- 
duction were increased, these as yet have had 
little effect and the problems of obsolete facil- 
ities, high costs, and surplus labor remain 
acute. A serious reduction of export income 
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from the mines accounted for much of the 
pressure on the exchange rate in 1957, and a 
further decline in this source of income is ex- 
pected in 1958. The relatively small manu- 
facturing industry — employing 55,000 — is 
still in a distressed condition. Throughout 
the economy high wage costs and the inability 
of employers to dismiss excess workers is a 
continuing difficulty. 


11. The rate of capital investment is not ade- 


quate to maintain present per capita con- 
sumption levels at current rates of population 
growth. A program to raise per capita con- 
sumption one percent a year in 1958-1967 and 
to absorb the estimated increase in labor force 
of 26,000 per annum would probably require 
an annual investment of $80 million. Aver- 
age annual investment in the 1950-1955 period 
was only $37 million. Bolivia's ability to ob- 
tain foreign loans and investment will con- 
tinue to be adversely affected as long as the 
problem of settling claims of former owners 
of the nationalized mining properties remains 
open. However, with the curbing of inflation 
there may be a better use of available re- 
sources and US aid will be channeled more 
directly to development needs than in the 
past. 


12. Economic Prospects. Agricultural devel- 
opment depends to a great extent on substan- 
tial improvement in farming techniques, on 
the solution of the difficult problem of relo- 
cating labor, and on the development of ade- 
quate means of bulk delivery from farm to 
market. Efforts to relocate a surplus labor 
force of 10,000 to 18,000—primarily from 
mining — have only begun. The fertile low- 
lands of eastern Bolivia are almost unex- 
ploited, but resettlement from the highlands 
is difficult for physiological reasons. However, 
the long-term potential for increased agricul- 
tural production is good. 


13. While metal production in the private 
mines has been expanding, total metal pro- 
duction has been declining, chiefly as a result 
of difficulties in the nationalized mines which 
account for about 70 percent of total output. 








' Ay * According to present estimates, the US wiil fur- 
S/ ~—sonish 34 percent of Bolivia’s government budget bon, an 
and 20 percent of its foreign exchange budget b ¢ *See Annex for Table on Production and Exports 
in 1958. 5, of Principal Metals. Kooteite in the 
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Efficient operation of the nationalized mines 
is hampered by the high cost of social benefits 
and of surplus labor, and it will be politically 
difficult to eliminate or reduce these problems. 
Accordingly, the best short-term prospect for 
increased metal production may be through 
additional investment in the private mines. 
However, because of world oversupply, expan- 
sion of tin production would not provide any 
substantial increase in revenues. Export 
quotas, imposed by the International Tin 
Council, will limit Bolivia's exports in the first 
quarter of 1958 to about 5,500 long tons —a 
drop of almost 20 percent from the average 
quarterly level of exports in 1956. Further, 
the threat of increased US tariffs on lead and 
zinc, combined with falling demand for met- 
als generally, will tend to retard foreign cap- 
ital investment. 


14. The government is placing great hope on 
the exploitation of petroleum resources as an 
eventual means of increasing foreign ex- 
change earnings. Petroleum output has 
gradually risen to over 3 million barrels of 
crude in 1956 and Bolivia is now a small net 
exporter. Refinery capacity has increased to 
about 12,000 barrels per day. The govern- 
ment petroleum agency (YPFB), entirely re- 
sponsible to date for this development, lacks 
sufficient capital to increase production sub- 
stantially. However, the Bolivian government 
is encouraging foreign private investment un- 
der the 1955 petroleum code,’ which is consid- 
ered to be as favorable to private capital as 
any in Latin America. Foreign oil companies, 
including Gulf and Shell, are active in ex- 
ploration. YPFB, partly with Gulf financ- 
ing, is constructing a pipeline through Chile 
to the Pacific Coast which may be in opera- 
tion in late 1958. While these developments 
may contribute greatly to the country’s even- 
tual foreign exchange earnings, production on 
a large scale cannot be expected for perhaps 
five years. YPFB has so far coopcrated fully 





foreign government enterprises. Because of this 
provision, Brazil's petroleum monopoly cannot 
participate in exploitation of a large and promis- 
ing area in Bolivia now covered by a joint con- 
cession under a 1938 agreement between the 
Bolivian and Brazilian governments. [? 
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with foreign private firms, but its future atti- 
tude may be conditioned by prospects for 
maintaining a satisfactory level in its own 
operations, which will in turn require addi- 
tional financing. 


POLITICAL TRENDS 


The Regime and its Support 


15. The austerity measures adopted by the 
government under the stabilization program 
and the emphasis on a freer economy were 
opposed by the leftist factions of the MNR and 
the labor movement, led by Juan Lechin, Exec- 
utive Secretary of the Bolivian Workers Fed- 
eration (COB), and by Vice-President Nuflo 
Chavez. Their challenge was accepted by 
President Siles, whose reputation for selfless 
dedication to duty had won for him and his 
program considerable popular support. The 
attempt to call a general strike of the COB in 
mid-1957 failed because of this support and a 
split in the COB leadership. The emergence 
of a pro-Siles faction, headed by railroad fed- 
eration leader Juan Sanjines, subsequently 
led to the ouster of Lechin from the Senate 
presidency and to congressional acceptance of 
the resignation of Vice-President Chavez. 


16. Siles has consolidated his position in the 
party and in the government. Lechin and 
Chavez have been ousted from the MNR na- 
tional political committee and replaced by 
labor leaders who support Siles. Paz, who has 
been Ambassador to Great Britain since late 
1956, has refused periodic appeals primarily 
from the labor-left for his return. In the 86 
member legislative branch, the President com- 
mands a large working majority. Labor poli- 
ticians responsive to Sanjines’ leadership, as 
well as moderate members of the worker- 
peasant bloc which formerly dominated Con- 
gress, have aligned with pro-Siles moderates. 
In opposition are nine pro-Lechin labor lead- 


) 
S Federico Alvarez Plata, a trustworthy moderate, 


is President of the Senate and therefore successor 
to the presidency. Juan Sanjines, Chamber of 
Deputies President, is second in line for the 
presidency. Almost all of the congressional 
committees are controlled by respresentatives 
who appear to support Siles. ly ef 
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ers, several pro-Paz politicians, and a few die- 
hard leftist supporters of former Vice-Presi- 
dent Chavez. 


17. Despite these gains, the effectiveness of 
the Siles regime is still hampered by MNR fac- 
tionalism. Although the potential of Lechin 
and Chavez for challenging the regime has 
been rec.uced, many of their adherents con- 
tinue to hold party and government posts in 
the departments. In Congress, the pro- 
Lechin minority has lost its battle against the 
extension of the emergency powers which per- 
mit Siles to continue the wage freeze. How- 
cver, this minority may obtain greater support 
from other labor groups for wage increases on 
the basis of clairns that workers are bearing 
the brunt of austcrity measures. Other party 
differences revolve around labor-left demands 
fur incrcascd participation in the government, 
for strengthening worker and peasant para- 
military forces, and for an acceleration of 
agrarian reform, 


18. A threat to Siles’ position and to the effec- 
tiveness of his program is his dependence on 
the support of Juan Sanjines, who represents 
a somewhat unstable influence. Sanjines 
presently heads the majority pro-Siles labor 
segment in the COB. Prior to joining the 
MNR in October 1954, Sanjines was closely 
associated with both the pro-Communist Rev- 
olutionary Left Party and with the orthodox 
Bolivian Communist Party. Substantial num- 
bers of orthodox Communists, Trotskyites, 
and their sympathizers belong to the railroad 
federation he heads. Thus far Sanjines ap- 
pears to be primarily interested in enhancing 
his own position and does not seem to be ex- 
ploiting his new political prominence for Com- 
munist ends. We donot know whether he has 
in fact split with the Communist movement. 


19. Labor support for the regime derives from 
the COB — comprising about 250,000 mem- 
bers in mining, industrial, and white collar 
unions as well as rural workers — which is 
split into pro-Lechin and pro-Sanjines fac- 
tions. The basis of the Lechin support is the 


69,000-inan Mineworkers Federation and other 
gioups hard hit by austerity measures. The 
federation, formerly the most powerful COB 
affiliate, is jwesently weakened by disunity 


among the rank and file. The COB faction 
headed by Sanjines is numerically stronger 
but contains elements of diverse orientation. 
For example, the factory and petroleum work- 
ers and the urban transport workers have 
generally responded to modcrate MNR lead- 
ership, while the construction and particu- 
larly the railroad workers have bcen infil- 
trated by Communist and pro-Communist 
elements. 


20. Among rural and middle class elements 
Siles and his stabilization program probably 
enjoy considerable support. However, these 
elements of the population are by no means 
as tightly organized as is labor, and are hence 
less effective on the national scene. The 
peasants, moreover, are isolated and tend to 
distrust national politics. 


The Opposition Parties 


21. The right wing partics are incapable of 
offering more than a limited challenge to the 
MNR. The right-of-center Bolivian Socialist 
Falange failed to consolidate its gains after 
the 1956 elections when it polled 14 percent of 
the total vote and obtained five congressional 
seats. Its position has been weakened by an 
open split between moderate and extremist 
elements, despite their agreement on the ob- 
jectives of limiting state intervention in the 
economy, reducing labor's political influence, 
and re-establishing the traditional role of the 
army. The extreme rightist Republican So- 
cialist Union Party —representing the old 
oligarchy of big business, large landholders, 
and former top army officers — is totally dis- 
credited. Its leaders both at home and in 
exile have persevered in their efforts to un- 
dermine the regime. 


22. Communist Groups. The capabilities of 
the Communist parties, though much greater 
than their numbers indicate, are in general 
limited. In the 1956 elections, they polled 
only 14,000 votes (1.5 percent of those cast) 
and have no representation in Congress. The 
orthodox Communist Party (PCB) has a max- 
imum membership of about 2,000; Trotskyite 
factions, most important of which is the Rer- 
olutionary Workers’ Party (POR), have a 
strength of 1,000 to 1,500. While the PCB 
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provides conditional support for the regime, 
the Trotskyite POR maintains an uncom- 
promising opposition. Despite probable sup- 
port from the Czech Legation, the Commu- 
nist movement is handicapped by chronic fac- 
tional differences and financial difficulties. 
At the same time, however, the presence in 


/ government circles of such individuals as 


Juan Sanjines and Edwin MollerN provides a 
potential channel for the extension of Com- 
munist influence. Three other labor leaders 
recently appointed to the MNR national polit- 
jcal commitice may still have ties with ortho- 
dox Communists. 


Role of Military and Para-Military 
Forces 


23. The present estimated strength of the 
army is 6,500, mostly career soldiers. Its 
usable equipment, largely of European origin, 
consists primarily of light infantry weapons 
and miscellaneous light artillery. The air 
force has 454 men, 87 of them pilots; of its 42 
aircraft only two-thirds are operational and 
most of these are trainers. While top officers 
and probably the majority of the personnel in 
the army and air force generally support the 
present MNR regime, political, personal, and 
service rivalries increased in early 1957. Sub- 
stantial reductions in forces as part of the 
economies under the stabilization program 
contributed to this development A recently 
decreed reorganization of the ar ned forces is 
probably designed to bring them more firmly 
under the government's control. Siles’ recent 
request for US military assistance was based 
not only on internal security needs but also 
on dissatisfaction among the military uver the 
government's inability to finance an increase 
in the strength and an improvement in the 
equipment and training of the services. 


24. In contrast to the army, the Carabi- 
neros — a national police corps of about 6,700 
organized along military lines — have main- 
tained their strength, probably as a result of 


: VY Edwin Moller, long a Trotskyite, joined the MNR 


in 1954. Although he was recently ousted from 
the party by Siles because of his oppositionist 
activities against stabilization, he still retains 
his seat in the Chamber of Deputies. [+r +. 
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the government's dependence on this force for 
interna] security. The training and morale 
of the Carabineros are good by Bolivian stand- 
ards, although their capabilities are limited 
by poor armament and lack of mobility. In 
addition, there are: (a) an MNR security 
force which is directly responsible to the 
party's National Political Committee and 
which has about 1,500 members, two-thirds of 
whom are located in La Paz, (b) a workers’ 
militia roughly estimated to be 10,000 with 
primary loyalties to local labor unions, and 
(c) rural police forces which display consid- 
erable autonomy. Except for the MNR secu- 
rity force, these units are ill-disciplined and 
poorly equipped. They have been utilized by 
the government for demonstrations during 
national celebrations and periods of political 
tension. At the same time, however, the gov- 
ernment has controlled these forces by failure 
to provide full equipment and to replace the 
reduction in numbers through normal attri- 
tion. 


25. The bulk of the armed forces and Carabi- 
neros would probably support the Siles regime 
in the event of a serious struggle between 
MNR moderates and leftist elements. These 
forces could probably defend the government 
against attack by the workers’ militia. How- 
ever, the security forces probably could not 
control a situation involving widespread labor 
unrest and violence, and in any case substan- 
tial defection from either the armed forces or 
the Carabineros would make the survival of 
the government doubtful. A rightist attempt 
to overthrow the Siles regime is unlikely; any 
such attempt would almost certainly be re- 
sisted by the workers’ militia and by sufficient 
elements of the armed forces and the Carabi- 
neros as virtually to insure the survival of the 
government. 


TRENDS IN INTERNATIONAL RELATIONS 


26. Bolivia's foreign policy has traditionally 
been conditioned by its land-locked position. 
Under the MNR, policies have been increas- 
ingly concerned with the economic needs of 
the country. Bolivia maintains generally 
friendly relations with other Latin American 
states. There is occasional friction with 














"DECLASSIFIED FOR PUBLICATION IN 











” 
ae 
— 
=z r 
ra 
w) 
a 
ws 
e 
— 
z= 
= 
aw 
= 
- 
_— 
o 
- 
S 
_ 
— 
i 
a 
wa 
a 
S 
— 
a 
o 
ae 


\0, 


REST COPY AVAILABLE 


Grazil and Argentina, in part because these 
countries wish to discourage foreign develop- 
ment of oil deposits in areas of Bolivia near 
their borders. 


27. The trend in recent years toward closer 
relations with the US has accelerated under 
Siles. The favorable policy toward the US is 
primarily a result of the regime's desire for 
continuing economic support; recognition of 
the need for this support has tended to inhibit 
even the labor-left from criticizing the US. 
In the UN and the OAS Bolivia continues to 
support the US and the West on most im- 
portant political issues. However, like the 
rest of Latin America, it often takes positions 
independent of the US on economic and colo- 
nial questions. A major reduction in US aid 
would almost certainly damage US-Bolivian 
relations. 


28. Except for diplomatic, commercial, and 
cultural ties with Czechoslovakia, which main- 
tains a legation in La Paz, Bolivia has little 
contact with the Soviet Bloc. So far it has 
not shown interest in strengthening ties with 
the Bloc, despite a few overtures from that 
direction, and has also indicated that it plans 
to curtail Czech Legation activities. Should 
the Bolivian government come to believe that 
the country’s economic outlook was worsen- 
ing and should it be unable to count on effec- 
tive US assistance, strong pressure would be 
generated to expand its relations with the Bloc 
countries. 


THE OUTLOOK 


29. Bolivia's future stability is greatly de- 
pendent on the success of the moderate MNR 
leadership in dealing with the country's difi- 
cult economic problems. The Siles regime 
will probably retain a margin of support for 
the stabilization program at least for the next 
year, if it continues to obtain external assist- 
ance. Because of labor dissatisfaction, it is al- 
most certain to encounter serious difficulties in 
maintaining this margin. However, we believe 
that the chances are somewhat better than 
even that Siles will remain in er until the 
expiration of his term in * barring his 
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death or resignation. In cither event, Senate 
president Federico Alvarez Plata, an MNR 
moderate, probably would succeed as provided 
by law, but would be unable to provide as 
effective leadership as Siles, with consequent 


loss of strength by the moderate regime. 


30. Siles’ ability to proceed with the stabiliza- 
tion program will depend on lis success in 
retzining influential labor support. Some of 
this support will inevitably evaporate by the 
mere passage of time, and Lechin will seek to 
accelerate the process by calling for wage in- 
creases and other concessions. While Lechin 
will not hesitate to use any opportunities pro- 
vided by labor discontent to move against 
Siles, his success will depend on the coopera- 
tion of labor groups associated with the rival 
leadership of Juan Sanjines. 


31. We believe that Sanjines probably will 
continue to support the moderate leadership 
as long as his position in the labor movement 
is not threatened thereby. While agreement 
between him and Lechin does not appear like- 
ly, those two leaders might take parallel 
action against Siles and his program. The 
likelihood of such action would be increased 
by a sharp detcrioration in the economic situ- 
ation or even by the government's inability to 
placate labor demands. Widespread labor un- 
rest and violence threatening to exceed armed 
forces’ capabilities probably would lead to a 
modification of the stabilization program, and 


possibly to Siles’ resignation. 


32. Sanjines appears to be motivated by an 
ambition to replace Lechin as COB Executive 
Secretary. If Sanjines gained a clear-cut 
ascendancy in the labor movement, his con- 
tinuing support for moderate MNR leadership 
would be doubtful. Even in present circum- 
stances, his past association with Communist 
groups may result in further Communist pen- 
etration of the party and government. 


33. Given continued external assistance at 
approximately present levels, the short-term 
outlook is for slow improvement in the eco- 
nomic position of this impoverished country. 
Some increase in agricultural production is 
likely, and there may also be a reversal of the 
present downward trend in metal production. 
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Only a major increase in foreign investment 
would lead to greater progress in economic 
development before the end of Silcs’ term in 
1960. Bolivia's capacity to provide the sta- 
bility necessary to attract foreign private in- 
vestment will depend for some years upon US 
assistance. 


34. Nationalist and Communist propaganda 
attacks against US private capital, cspecially 
in oil development, are likely to increase, but 
these attacks by themselves are not likely to 
affect foreign investment or over-all US in- 
terests. Over the longer run, development of 
oi] resources may lead to an improved 
economic condition. However, the modest 
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economic progress we have estimated for the 
next few rears will not necessarily assure the 
continuation of moderate MNR forces in con- 
trol after 1960. 


35. A serious deterioration in the economic 
situation would greatly weaken moderate 
leadership in the MNR. The otherwise poor 
prospects for the parties in opposition to the 
MNR, both rightist and Communist, would be 
enhanced. The resulting political instability 
would probably bring a leftist MNR regime to 
power and involve some increase in Commu- 
nist influence. Such a regime would be weak 
and disorganized. | ; 
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Production and Exports of Principal Metals 








1956-1957 
A Production (in thousands of fine metric tons) 
National Mines Private Mines Total 
1936 1957" 1936 1957" 1956 3957" 

Tin 230 21.1 41 45 27.1 256 
Tungsten 16 11 08 os 24 20 
Lead 90 78 123 130 213 208 
Copper 40 30 o¢ 06 46 36 
Zine 271.1 165 0 0 21.1 165 
Antimony 0 0 52 62 52 62 
Silver 02 ol __ i 02 o1 

Total 589 496 230 252 619 748 
Goild* 0 0 11 09 li os 
B EXPORTS (millions of US dollars) 
Tin — — os — 593 46 

ungsten - — — —- 144 75 
Lead = — — — 74 78 
Copper - — — - 41 298 
Zine = — = _ 50 8&6 
Antimony -- — _ cd 15 20 
Other _ —_ a ae 7 0 5 

Total 745 605° 260 172° 1005 777° 





‘Production and export of individual metals in 1957 based on data for first 
seven mor. ths. 


*In thousands of kijograms 
*Total exports of all metals in 1957 based on data for first nine months. 
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72% .5-MSP/1-1758 
Memorandum from the Assistant Secretary of State for 
Inter-American Affairs (Rubottom) to the Deputy Under 


Secretary of State for Economic Affairs (Dillon) 


Secret Washington, January 17, 1958. 


SUBJECT: Presidential Sscort Battalion - Bolivia 


sackzr oud : 

The revolution of 1952 in Bolivia caused far-reaching economic an! 
social dislocations, including the creation of arnzed workers' militias. at 
the sane tine, the country's recular army was demoralized end virtually dis- 
bande?. Since 1954, the United States Goverment has been providing 
economic essistance to Solivia, initially in order to prevent a serious 
econcouic and political urheeval tere which sight have led to the formation 
of a corc-comsunist or comuunist covernmm-ent, and subsequently to try to ely 
Solivia to renedy the serious econotic ani social dislecations which 
resulted frot the revolution. che United States had also used its ine 
fluence in the attempt te strengthen the moderate elenents in olivia ani 
to wearen corresmonwiingly the left wing extrenists. These efforts showed 
their snost significant results in late 1956, when the newly elected Bolivian 
aizinistration ~ut into effect with U.S. counsel and suprort an economic 
stabilization -rorran. 

» ssion: 
at the end of the first year, the stabilization rrogras has achieved 
considerable success and the position of *he moderate eleients in tie 
Solivian Goverment has been strencthened at the expense of the extrene 
left wing. -evertheless, the lack of effective security forces at the 
jovermnent's dis-osei, exposes it constantly to the latent threat of the 
arme¢ irrecular nilitia, which is sub‘ect to influence and in sove cases 
control > extrenist elezents. Beth President Siles and his Minister of 
Defensé have requested United States military assistance to confront this 
casic weakness. Consequently, the accomranyine Memorandum to President 
Tisennower, reconsends that the President sake a deteraination under 
Section 401 (a) of the Mutual Security <-t of 1954,/ as amended, that it is N 
imrortant to*he security of the United States that up to .417,000 of 
‘ilitary Assistance funds, available under Section 103 (a) of the Act, be 
used for furnishing equigpsent and trainins for a Presidential iscort 
Battalion in Solivia and the surrly of eouipment sufficient to establish 
two Solivian amy training centers without regard to the requirenents of :' 
Title I of the Act. In a recent revision cf the Overseas Internal Sectrity 
Paver on Solivis, the OCB ‘Working Croup on Latin Azerica has approved this. . 
procran as one of its recomnenie’t courses of action.j _ aa » 
_ ~~ * 
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The enclosei lemorandum to the President explains in er 
the >Sasic situation and the tyre ani extent of assist r 





= Reco endation: 
ee ™.. « -—- 4 - oo 4 b < . - = - -« 
uF ihat 2 Sign the gemorancus for the President ani the cory of the 
= ~ * ’ 2 _—s . > ‘ . a4 + — y - ~ 
= Benoransus ifot™ the President indicating that tne vepart=ent has recomended 
PP tal  - os - 
— .2lS TrocT@te 
- > 
«<r 
— os 
cx ee 
—? 
> 
a © 
vy) = 
<= |} 
Sa 
a & 
: © 
, 
mn Mar. 6, 1958, the Department authorized the 
‘ 
Ambassador in Bolivia, Philip W. Bonsal, to negotiate a 
> 
military assistance agreement along the lines ofthe 
. hel cn a e ‘-« -7T4¢ ~T, 
inetent memorentam (€7276.5<M5P/2<-12758) ae® military 
" a. - J 
sssistance agreement was effected by an exchange of notes 
: r 5% A 5* ,or a > A jt neer 
4 at La Paz, Mar. 2?1 and Apr. 22, ] 8. and entered in 
a . “\ : . : : v% : 
force on Apr. ’ 
4 j 
> f ) 
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Editorial Note 





Growing labor unrest and reverses for the Bolivian 
economy threatened the Bolivian National Stabilization Program. 
Despite the wage freeze, which had been decreed on 


a" « | ' j io WIL ? Te 


January 9 by President Hernan Siles Zuazo, -wéidewaegm@entd—of . 
A 
the leboring—ciesees were pl gugmhieetom ware increases, and 


there was some indication that the Government might be—tendiang-— 


toward relaxatiern-of the decree. A heavy drain on exchange 


reserves, triggered by the Government's announcement on January 24 
AG 


cf the discovery of a revolutionary plot, and ahedmed by 

A 4 
unfavorable developments on the international tin front, continued 
unabated. Documentation concerning these problems is 
contained in Department of State Decimal File 824.10 and fe 


j 
ARA, Lot 62 D 16, "Stabilization Program." 
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824.10/2-1958 
Telegram from the Charge in Bolivia (Coerr)/ to the 


Secretary of State 


Confidential Priority La Paz, February 19, 1958--7 p.m 





487. 
Department telegram 295. ¢ 


- 


r 


Today orally conveyed to President Siles substance reference 
telegram, stressing its highly confidential naturel on basis 
carefully prepared Spanish translation. I felt he took negat:v 
possibility increase US aid beyond original 1958 figure, 

as body blew. His only comment, "What are we going to do 

now? "' 





= ‘Bes 


I emphasized that 1958 program now gathering momentum and 
mentioned Victor Rose, expct«d arrival tomorrow, as factors 


which should help substantially. 


PSS Es 
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President gravely predict«d, without specifying, considerabl. 
political and labor problems coming up in next few days; 

as well as widespread continuing heavy labor demands for 
increased compensation. Later, on parting, thanked me 

for message. 


Q25/ - C Jol pes 


COERR 


MAW: RB/2 ‘ 


“i 
4 ts fon c - 
4°* 
a Ac Re = 
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V4. 
f 


PERMANENT | } / ESS “pac! 
RECORD COBY » This copy mufibe rot NE PENTE EM conti ties with notdge = 











“DECLASSIFIED FOR PUBLICATION IN 
FOREIGN RELATIONS OF THE UNITED STATES" 








; 
/wWhile Bonsal was in Washington for consultation, 


Wymberley DeR. Coerr was Change. 


/ 
* 
“A description of telegram 295, February 12, was not declassified. 


Telegram 295 is in Department of State, Central Files, 824.10/2-1958. 


- , 


a 


~ An economic adviser with the International Cooperation 
Administration, who was serving as Executive Director of the 


Bolivian National Stabilization Council. 
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724.5-MSP/5-658 


Telegram from the Ambassador in Bolivia (Bonsal) to the 


Department of State 


Confidential La Paz, May 6, 1958-- 10 p.m. 
664. r 
! ’ 
2~ At meeting yesterday with Bolivian President, Vice President, 5 PAWL 
and Ministers Foreign Affairs ,\ Finance and Economy,| Vice 3 


~ President Nixon promised his support for DLF loans help \ 
_tide Bolivia over difficulties created by reduced tin exports 


arivy ww 


and prices.\ He praised Bolivian Government for its responsible 
policy of self-help through the stabilization program and stated 
that US would continue its cooperation. He offered no hope on 


~ 
N 
b 
Siles request stockpiling purchases of tin. 


ANS 


Rubottom and Waugh agreed investigate DLF loan prospects for 
prompt action, Waugh stated would consult with US director 
regarding attitude by IBRD toward Bolivia. 


Rubottom stressed importance of prompt settlement compensation 
problem to improve atmosphere in US Congress and business |. 
circles and stimulate increased investment. Nixon emphasixed 
beneficial effect in Congress. 
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Barrau and Siles stated Bolivian Government preparing authoriza- 





~ 
tion to Andrade initiate negotiations in US with Patino which ¢ 
largest firm and only one of three with US shareholders./ They \y 
stated Bolivian Government prepared from time of suapenthasion 
to compensate on basis book value of $21 million. Their good ~ 
geed faith cemonstrated by this and payment to companies thus 9 T 
far by $15 millions. They accused companies of acting in bad = 
faith by insisting on different basis of valuation and in rm 
utilizing Bolivian Government péyments to finance enti-Bolivian. 
propaganda in US, _ a =: 
mo bs cS, 
Ruottom recognized existence problems and re-emphasized - 
importanc tlement, Siles and Barrau reiterated intention 
Vv have Andrade p ed without delay on basis definitive in- = 
structions, ° 
_ CETERubottom and \ 
PERMANENT / REPRODUCTION FROM THIS. 
GORD COP iles with noth@P¥niSPROIBT ken e 
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© Reference is to three major tin mining corporations, 
“4 which were nationalized on Oct. 31, 1952: Patino Mines & 
Enterprises Consolidated, Inc. (a Delaware corprration), 
Compagnie Aramayo de Mines en Bolivie (a Swiss corporation), 
and Mauricio Hochschild, Sociedad Anonima Minera e Industrial 


(a Chilean corporation). 
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: -w- LaPae 


_—— and Waugh request prompt consideration by ae with 
| cooperation various agencies working on Bolivian stab lization 
program of assistapte which can be made available promptly. 

/ 


BONSAL 


\o 


Lor DY 
eke ¢ ‘eames | . Lai ier 
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is # 
ARA/ Files, Lot 62 D 16,"Economic, 1958, Bolivia, YPFB" 
, _ 
Memorandum of Conversation,+~ BUNnsllOr OF YM 
. Poodiss , ic <¢ é-9 yy 
Confidential La Paz, May 6, 1958. 


Inge S@uarto Hinojosa, Generel Manager, *it 
Inge Snrique Merisca, :rocuction ‘anager, 11) 3 
ir. t@aarce Picula, Exploration Manager, IT'S 
ttre Inis Re luren, Tublis Relaticra, 173 


vy, By mana, of @ gregh (translated to tebular fern) ‘ 

ee frocsetion 
{wil lnessgans *errels ier ! 

1952 rs : 

1953 6.2 1.6 

19Sh 6.9 4.6 

1955 11.6 7e3 

1956 12.2 8.7 

1957 9.3 98 

= 1958 6.% (letirated) 7e8 (Setinated) 


Mr. Rinojesa showed that {Pi 8's procaction has declined in the pest few years 
peganse ite investaent expenditures have cecreacec for lack of fun's, and that 
Af additional funds are not ‘orthcowing Folivia ray soon find itself ajain in 
the pesition of being a petrolews imorting comiry. eae eerter a 
mot be obtained from United States institutiou, 


The Vice President said he understood thet Yi 73 was = diet enae 
ard be recognized YP"2's needeg however, the J.5. policy was not to lend in 
fields, each as petroleun, where srivate capital wes willing aad able to operate. 
Mr Einojoes explained that Y/i3 ws cifferent frou of] monopolics in other come 
tries in thet it did not ecrcpolise the incusiry ct allows: ;rivate firms to 
operste also, however, tra Vice iresicent saic that if an exception evslé bo mde, 
TiT3 would indee¢ erpear to ceserve euch exception, but timt unfortunately this 
was net pesricle, be 


‘m anpuer to the Vice rresicent's questica wietlicr (-) 3 tad tried to obtain 
cayitel fron private sources, Mr, i¢mosesa enid thet 'o mad tried ceversl tines 
but ensueces:fully. 


The Vice Fresident tien directed Mr, ubocticos to seo in wiet ways the 0.5. 
cocld furtoer assist the general Bolivian bacget so that the ('% could find fiself 
better able to scaign funds to 17:3. He also directed ir. Neugh to see if be 
—S (a suc cestion acvaneed 

oe Weughe 
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DearDick; ©  - 


The Vice President's visit here was 2 great success from 
all points of view, including the Bolivian. President Siles is very 
happy. He anticipates substantial additional aid in the very near 
future through the DLF mechanism. This would (a) relieve the 
pressure on the balance of payments resulting from declining 
revenues from the export of metals and (b) permit useful develop- 
ment projects to be initiated soon. | To 


I hope that it will be possible to realize the President's ex- 
pectations, particularly as we may be confronted with a serious 
dollar crisis at any time in view of the very narrow margin on 
which we are operating. . But what we know here of DLF's terms 
of reference coupled with the serious problem of preparing bank- 
able projects under conditions prevailing here leads me to confess 
that I don't see clearly how we are going to make good on what the 
President believes was promised him by the Vice President, 

Mr. Waugh and yourself on May 6. I hope you will keep me closely 
informed so that I can pass any developments on to the President. 


I assume from what was said at the time of yourwisit here 
that theee is no chance, in the immediate future at least, to use 
DLF credits to YPFB or to COMIBOL as a means to pump dollars 
into the Cantral Bank Reserves. 


Would it be possible for DLF to advance funds for general 
development purposes on the following basis: The dollars to be 
placed in the Central eeants reserves and the vooune ° balivianos 
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LOSFBOWTIAL 
oe 


to be placed in a special account either in the name of USOM/Bolivia 

or of the Central Bank to be disbursed as suitable projects are 

developed and approved? Im order to develop such projects, we 

would, in my judgment, need to furnish special technical assist- 

ance to the Bolivian Government. (Our Bolivian friends are think- 

ing along these lines as you will note from the account of the 

May 7 oesrry | ysaeem Council meeting being forwarded in this pouch. )-- 

> mm ¢ 

lam aaaataiel that an immediate and substantial boost to 

‘the Central Bank's reserves here would have economic and poli- 

tical consequences of real importence and would do much te main- 

tain the confidence in Boliyia's future which the Vice President's 

Visit did ‘60 much to aaeaehen: a Syiaen Yor tathe ¢ 





‘ ‘ghers ‘would, of course, be a “definite risk in the nities 
indicated above. ‘As development projects were initiated, the - 
Central Bank réserves would be called upon for the dollar com- 
ponent thereof and, of course, the level of reserves might be 
insufficient particularly if world metal markets continue in. 
their present state. However, if the Vice President's generally 
optimistic view of the prospects of the American economy is | 
realized, the risk would be minimised. And the risk could be 
largely eliminated if there were deposited in the Central Bank 

at this time only the equivalent in dollars of the estimated . 
boliviano component of expenditures under the credits DLF 

might be disposed to grant. Whether the resulting amount 

would be sufficient to meet the present nem paniede not clear 

to me at this time. ” 
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.. Bincerely, S.4 pre 


, Philip W, Bonsal 


P.S. lam sending you a first draft of the account of the May 7 
Stabilization Council] meeting since I am advised that the regular 
pouch copies may be delayed a few days, Please give this very 





limited distribution and return to me. PWB 
—<—n 
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Letter from the President of the Export-Import Bank 


(Waugh) to the Vice President «fmene-Gatésed—Seace- ° 


Confidential Washington, May 29, 1958. 


Dear Mr. Vice President: Yn 
Re: Oil Problems in Bolivia 





Complying with our agreement, I have this morning had an o> 
extended talk with Mr. W. K. Whiteford, President of the Gulf Oil 
Company of Pittsburgh, Pennsylvania, who stupped over in Washington 
in accordance with my request. 


First, 1 found Mr. Whiteford completely familiar with the 
problems, both technical and political, that are prevalent in Bolivia. 
I also found that he had a most constructive attitude and approach. 


The question presented to us in Bolivia was the possibility 
of a loan to Yacimientos Petroliferos Fiscalcs Bolivianos of from 
$8 million to $10 million for the purpose of furthering their explora- 
tion in the restricted area which, according to Mr. Whiteford, is a 
deep well distillate field (12, 000 to 14, 000 feet). 


The digging of these wells and assuming that they find the 
oil is but the first etep in an over-all problem of a magnitude approxi- 
mately ten times the figure that they have given to us. 


In other words, the locating of this amount of oil is merely 
the first step. The country cannot absurb the oil domestically and 
therefore an export market is an absclute necessily. To transport 
the amount of oil necessary to make an operation of this size successful 
would réquire the building, at a tremendous expense, of an additional 
and larger pipeline to the seacoast. 


The history of this situation is that Mr. Whiteford and Gulf 
Oil had an open bid for a number of weeke to carry out this program 
and he has the feeling that he had the complete support of President 
Silee and also the General Manager of Y.P.F.B., Eduardo Hinojosa, 
who he says is a Penn State graduate and a first class oil man. 


CONFIDENT Le 
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Apperentiy, as is so often the case, the situation became 
embroiled in domestic politics and the President of the country and 
the General Manager of Y.P.F.5, were not able to carry through to 
& successful conclusion the steps necessary to be taken to consummate 
the arrangement. 


Mr. Whiccford insists that the loan requested at this time 
of from $8 million t. $10 million would not aid, bat would rather 
complicate the long-range problem for, as above stated, this would 
be but the first step in a much larger program that would be necessary 
te complete the transaction. 


Mr, Whiteford makes the constructive suggestion that if the 
President and the Genzral Manager of Y.P.F.B. could control the 
situation it probably could still be worked out whereby Gulf or a 
consortium of companies would co in on a 50-50 basis, not only to 
develop the field but also to provide the larger financing needed, 
namely, the buildin; of an additional pipeline, and essuming the 
responsibility for the basic development of the markets, 


_- There would have to be an agreement reached to the effect 


that any money paid by the oil companics as a bonus would have to be 
earmarked so that it could be used for the further development oi the 
producing properties thai are already discovered and under the 
operation of ¥. P.F.D. ~ | 


I have obteined Mr, Whiteford's permission to discuss this 
problem with Ambassador Victor Andrade, with whom I have been in 
touch since our roturn and from whom I have obtained the information 
with reference to the outstanding oil concessions, etc. In view of 
what has transpired, I think it would be unwise to even approach any 
other oil company or vii executive until after we have explored the 
possibility outlined above. 


1 will keep you and the State Department informed as to 
developments, but if you have any suggestions to offer in the mean- 


time, please pass therm along. 
m4) e —— 


Sarmuc CAraugh 
The Honorable . 


Richard M, Nixon 
Vice President of the United States 


\ 


cc: Hon, Roy R. Rubottom, ARA 
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Page 3. CONS iDEN TIAL 


P.S. * June 2, 1958 oo 


On Friday morning, the holiday, Ambassador Victor Andrade 
came in and we had an extended conversation, first with reference to 
our visit in hie country, and second regarding mi talk with W. K, 
Whiteford, President of Gulf, which had taken place the day before. 


The Ambassador related some of the problems with which 
the present Government of Bolivia is confronted, speaking now from 
& political standpoint. He hastened to add, however, that he was not a 
technical man and was not certain es to whether or not he understood 
the point of view put forth by President  hiteford of Gulf, 


It occurred to me, and 1 immediately stated, that rather than 
attempting tv outline the position of Mr. “hiteford, since neither the 
Ambassador nor | were technicians in this ficid it would be far better 
to get the two men together and therefore he, the Ambassador, could 
get the story first-hand, 

There is one point in the converestion that impressed the 
Ambassador very much, and that was that the amount of money neces- 
sary to develop this oil field which is now under the exclusive control 
of Y. P.F.B. would be ten or-fifteen times the amount suggested as a 
present loan, namely $10 million. 


While we all know the difficulty that micht be encountered 
. from a political etandpoint if the Government of Bolivia made further 
commitments in the semi-proven territory now being worked by 
Y.P.F.B., neverthecloss it seems to me that if the government officials 
cuuld attract from $100 million to $150 million in outside capital 
without completely losing tile identity of Y. P.F.B., it micht be the 
possible lifesaver for this little country, 
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In any event, this morning I reached President Whiteford 
in New York, related my conversation with *mbassador Andrade to 
him, gave him the Ambassador's address and tclephone number, and 
received the promise that he would get in touch with the Ambassador 
at the earliest possible date. I think this is ee far as anyone in the 
Export-Import Bank should go, particularly at thie juncture. 





A copy of this lotter and postscript is being sent to the 
Department of State in order that they may be fully informed, 
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1 explained to Mr. Whiteford over the telephone that these 
documents carried a confidential classification and therefore could not 
be distributed outside of rovernmment circles, He replied that he under- 
Stood, that he was certain that the transaction bed been reported and 


recorded as we agreed upon during our first talk, 
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Most urgent I have reply REFTEL. Am seeing President tomorrow 
and em aware he will question me closely re urgent further 
balance of payments assistance which he believes Nigon and 
Waugh easured him would be forthcoming.” 
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' The referenced telegram/from La Paz, June 7, 1958, 
stated that the Ambassador believed,"Siles and his advisers 
correctly gained impression from Nixon and Waugh that US was 
disposed help in balance of payments problem here resulting 
from world metals situation and that this help would be over and 
above contemplated FY 1958 and proposed FY 1959 programs." 
(824.10/6-758) 


A 


The Department replied, in @ telegram, June 15, 1959, 


ipo) 


that Bonsal might tell Siles that his impression was correct, but 
instructed the Ambassador to ,"make clear also that Bolivia must 
to maximum extent possible do its share in meeting the problem; 
such as but not limited to permitting reasonable exchange 

rate adjustments; improved administration of tax collections, 
including collection of counterpart; effective limitation 

on demand for wage increases not compensated for by increases 

in productivity; improved management of independent government 
enterprises such as COMIBOL Banco Minero, Caja; passage of 
legislation permitting release of excess workers. President and 
his advisors should be clearly informed US not in position to 


underwrite unlimited demand foreign exchange rate and other 


deficiencies in Bolivian support of stabilization program." 


(824.10/6-1558) 
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Eisenhower Library, White House Central Files, Confidential File 
Letter from the Director of the International Cooperation 


Administration (Smith) tc the Assistant to the President (Adams) 


Confidential Washington, July 23, 1958. 


Dear Governor Adams: j 
— — - Vv 


You gave me a letter dated July 2,from the President referring 
to a letter which he had received about our program in Bolivia. K 
. Vv 





THE UNITED STATES" 


The program in Bolivia has been a source of considerable con- 
cern to us and I am enclosing herewith a copy of my memorandum of 
June 30 to Under Secretary Dillon and his reply of July 15. From 
this you will note that we are asking the Ambassador and the Acting 


\ USOM Director to come to Washington for a discussion next month, | \ 
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I am prepared to go into considerable more detail on this subject 
but feel a historical review is not what the President is interested in at 
this time. Consequently, I would like respectfully to suggest that I 
defer a final answer until we have met with the Ambassador and the 
Acting USOM Director and have a concrete plan of action which can be 
outlined to the President at that time, if he so wishes. 


I would like to express my appreciation of the President's interest 
in our program and for his thoughtfulness in passing along constructive 


7 comments on it. } 


Sincerely yours, 
J. H. Smith, Jr. 


——— 
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. JOINT EMBASSY-USOM 


Andrade and If missivun departed today. IMP mission has made 
some progress in convincing GOB of necessity for cxchange rate 
action. According to IM? mission Siles however still hopes 
keep depreciation tu figure below that racommendad by IMF (20 
to 25 percent) ad wished handle rate change as part of 
package, deal which woald include cond wage freeze, froedom hiring 
and firing, possible now ved vad and snocific wage adjustments 
and perhaps some pric« ttrols, Pyeseutation such package 
which would presumably deakuae announcement additional outside 
aid (JS program plus IM’) would in President's thinking take 
place toward end Saprermber, This generally confirmed by 
Andrade, 
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Andrade has been charged by President with Aattempring sccure E' 
loan of Appruxirmtely $10 million secured by future o11l royaltics -" 
and designed assist balt: co of payments and facilitata devolop- Q in 4 
ment projects. Andrade will ike high level atternpt secure 7 

such loan but Aappuares unsprinistic. 


9 

Z 
Meanwhile dollar d:ain eoutinucs and {t is mituer of days unt ile Fs ‘. 
dollar resuurces will be cxhausted “nd presumbly Courral Bank 0 ie 
will have to suspend sAics, In couversaitons with Andrade and St O We 
ye I have made clear oar support of IMF —, “- a. 
1 expect to see Prasident slortly. Pleaas advise tote) oxtent>! 
I can discuss ~iguitude of proposed FY 1959 program wit th win. 
Extent tu which 1 cAn give durails and discuss porhape on 
highly confidential besis this program As woll as possible tin | 
barter deal and our realization YPFB poscibiliti> > Le PRAM HAGE From THs! 
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.-2- li-; Stpdember «,o-p.n., fromLa-paz_ 
determining effect on Pre: ident's attitude. 


President is confronted with extremely serious domestic political, 
social and economic problems. In order meet these firmly he needs 
concrete assurances of increased support from US. I would hope 
I could be authorized soonest at least discuss with him program on 
which there appeared general agreement last week in Washington. 





BONSAL 
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824.10/9-2058 
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Memorandum of Conversation,by the Counselor of the 
4 
Embassy in Bolivia (Coerr) 


ed 
Confidential La Paz, Sept) 18, 1958. 


Particinents: Hermén SILLS Suazo, President of bolivia 
walter GULVAiuA Arze, Minister of Uovermment and Acting hinist 
for*Foreiy:n Affairs 
Philip u. bonsal 
wsyuberley Veii. Cocrr 


Dete ; veplember lc, i958 


After consulting with renrescntatives of the international Nonetary Fun 
(cu) anu tie acting Virector of (30h, aubassador vonsal culled on President 
Jiles at cis home at 10:30 aom., Sortember 15, to inform hiza of the levels o 
U.S. economic aid in FY 1959, :ursuant to ival0 150. J ‘ihe Fresident was acco: 
runied by walter Guevara arze, nev ly appointed linister of Governzent and 
Actin: linister for froreign affairs, and the ambuscuuor by an embassy offic 
On the rrevious day, 2t the suvrestion of UF rerresentetives, tue GOb had 
Gecidec io susrend coll~r sales by the Central bank :reparatory to reworking 
the Stabilic: Lion Program. 


the «usbassador said ise was evtiiorized to state tiat 17 million wouid t 
available for Srecial «:c.stance, ~lus a reserve of ,.© madliion as and if re- 
cuired ir the o inion of the U.S. ioverment as a result of “actual implemei:- 
tation" cf tic arpreement to be reothed between the uub and tue i.F on terms 


tiic continuation of the Stavilicetion trogram. altioudi the conversation wi 
in Sroenisn, linister Guevare remicved "actual werle: entation" in both lancui 


interrolztin: the cousent that tuds .© million was "concitional", and jresic 
Siles declarcd thut he understoou the phrase clearly. The «ambassador added 
that he believed iecimical avsisti race would continue at about the current lc 
above .3 sillion. both tne Fresivent anu Guevara expressed tineir pleasure a 
the inclusive tolal of . 20 million. 


line Ambassador said also tit ULI would be rrerared to consider ioan 
apniications within available funcs and on the basis of weil prerared projec 


Ke noted th.ut altiwusin tiie possibi.ity ov. uLF loans had been knowp to tiie GL 


for several montis, only two applications, tuose of Varlos Pcfia am the Gass 
brothers, had Leon subiuittea so itr. In rerly to .ueygra's cuestion as to 
whether tue LiF would consider bot" state and 'rivate rrojecis, the .wabass 
said that durin: his recent visit to wsiircton ne uad found interest in the 
rocsibility of a rroject to improve La lag' u1 alto alvport, waicn would be 
siute uncertaking. he arain enniesizea tue advicati:ity of speed and thorou 
ness in cubmitting loan apriicaticns. 


au 


Guevara said that at this point he would liix to sive tie wabassauor hi 
frank orinion, aaaittedly formed only two days aiter nis return to La Fag, o 
tie Stabilizstion Program. ‘he Program, ne declared, had failed, because it 


Ui bP A Uiw's dead 
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/ dn the ‘ar7ment 
¢Sent, under cover of desp. 231/f/ from La Paz, 


(Sept. 20, 1958. 


Reference is to the resident IMF representative 
in La Paz, Herbert K. Zassenhaus, who served in this 
capacity from Aug. 1957 to June 1959. Documentation 
relating to IMF activities during 1958 is located in 
ara) Fi es, Lot 62 D 16, "Grant Aid.” 
. Mat Gruatk 1 & paliisi Ff , Lace 
4 Reference is to the loan application by the owner of 
a food processing plant,“Fabrica de Conservas” of Cochabamba, 
for purposes of expansion and modernization of facilities. 
(724.5-MSP/6-1458) 
~ Reference is to the loan application of the owners 
of a sugar mill, “Compania Azucarera La Belgica” of 
Santa Cruz, for purposes of modernization and improving 


efficiency of sugar extraction. (724.5—MSP/6-1458) 
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had erroneously concentrated on stavisiz- tion instead of production. Inste: 
of conceiving of stabilization as tiie first step and of rwoduction as tie 
second, stabilization and production shouid Love been piven parallel exphasi 
The rreat effort and courare with which iresident Siles had supported the nr 
gram had been in vain becausc of tiiis bgsic error. Guevura recognized that 
the Stabilizstion frorram's “faiivire" lad also been caused by otier factors, 
both int«rnal and external, sucii ?s ineificiency oi Comiboi amd tie drop in 
tic worlk metals market. 

President Silcs co necnied :arentuetically tit he lmd received a wild); 
encourarins note from roreign !iuister ancrace in uwashinton indicating that 
some favirable attention wis beim given to ti possibility of purchases of 
Bolivian tin through Failirn rrotiers, Inc., under an agricultural barter 
agreement with the riovision that volivia would receive ot dollars but pou. 
sterlin;. it was arzreed renerall: tiat t.iiis would Le most beneficial if it 
could be achieved. 


Guevara coutinucd thet be bax 6some Views to cxrress rerirdim tin 
american and -olivian citituces toward tuc Uewe Uiian ie iixon incidents 
in Lim: rnd Caracas, he thou ht ther iad becn incited by a few cawanist 
orranizeis but declared that tiey reflected a basic resentrent of U.S. 
policies, wuicnh, as in tue Lolivi'n Jtabilicaiion lrogran, id denied U.S. 
heln in } rooting ecouomic production in latin America. He said he was dee; 
rleased ‘hat, in addition to estallisiin tue Ulr, tie U.S. had “finally” 
chanved its rolicy in this resneci by sum ortim iwc creation of an Inter- 
‘werican develorpuent acency. 48 Jor tLe iocal scene, Guevara declared tiat 


CUr.d> eit SNL POR. OL has KPeturn to .014V2e8 it OG Dbewh abized at Une 
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revlecte:. tacit it wes ironic tuat U.S. nrocrams designed to help Bolivia 
should be reapin’ more resentment than arrreciation. 


ane «wabossador stated tuat a‘ wac :robably as difficult, if not nore sx 
t “ive rid as to reccive it we recajjed tiv t tue LAF and both rcoverment: 


. 

had held considerable lores for Lie Stabilication Irocram as recently as la: 
June 13, 2s a result oi ihe decisions the UUs had Laxen on that date, but ti 
the GOo'r arnrarent intbilils to cirry out t..ose decisions had contributed 
heavily to tue tresent dollcr crisis ana nad rloyed into the lands of force: 
hostile ‘o tne nresent bolivian Wverment ona to the ald lrovyram. He state 
that dur’ne tie past fow months a)] the dollar resouré@s of polivia, includ: 
L.J. and Ind coiutributions, had «ne rrimrily to 'crmit sreculation and 
capital «xrort because of an unr istic cxchame rate. Lolivie's fricnds 


° J 
coule no’ be exrect LO Coutinue to sum ort suc: & slituntion. He acded th 
it was ot to Lolivia's interest ‘o maintein a rate so low tuct dollar re- 
sources thich snould Le used for such purposes as tie nrocress of YIbb and « 
the Deve!orment Cornoration were :irhoned off by private spcculators and peo 
with no confidence in the country's future. 


oe of the couses of the Stabilization lrogranu's nresen 


Adm ttinr Lin t & 
ternal, Guevara said tiuat it was nevertheless a fact that 


plight ivd been in 


7) Me pera 




















“DECLASSIFIED FOR PUBLICATION IN 
FOREIGN RELATIONS OF THE UNITED STATES" 


o> gegy cory AVAILABLE [ Gonsans . ~~" 


} 


] 
Vage___ 


(( Lassapcatio™ 1 ; 
From pa 


Prt PhS be hy 


the rromum had failed and timt tie reorjie would iakxe the suspension of doli 
salcs as evidence of tuis failure. ie rredicted a reaction of nrofoumd con 
cern. Tie Ambassador, rointin= ot that all of iolivia's neighbors had suf- 
fered de: reciation of tieir currencies in tive past year, and severai to a 

preater cegree than Bolivia, admitted to the rravit,; of tie rresent situctic 
but said he thoucht it wes more a cattef of losing a battle, arm uot tie war 
on the stabiiization front. iie Sow no reasun why it would not be rossible t 


100k on the coming oreration ture] as a retreat to a more defensible rositi 


© Q . : ‘ — . 5 m« ce? ; . - a ; * 5  - 
imis Oost TVation wel @n CcnLUusmislasiic i Se a veVala aif reel yy’ Cay ti 
and Siler observin: tiat the con.Jnuation of tue strutzlce with pore is im 


rerative. 


At this noint the President :eceivea a messaze that naa originated in 
Lomion biin~ing news that the international Tin Council (1IC) had just aban- 
Goned su: porting the nrice of tin, while .ainiaining exrort quotas, and that 
the Lowa rrice alreacy had dror;ed neaviiy. iccovering from the gloom in- 
Guced by ti.is news, lresicent silis observed tit it could be announced as 
the basi: of the GUb's action of rusrendin= dollar sales by the Central Ban 

Vuctara, articinating that tie urea. in the tin mirket, coming on top 
of the susnension of dollar silves, woulc cause ranic amd roscibly worse if 
unaccomrmynied by some comrensatim, cause for inone, asked if the ambessador 
would coicur in 2 release by the .oreign linister of a statenent swearizin 
for the :ublic the inlormation he had just riven tue iresiacnt on the new 
level of U.S. aid, (wile tids r.orosal was umier discussion, the i residen' 


received @ wcenuom caii irow tia jinisir of sinonce savin; that tne Cent: 


bank had in fact storred dollar siies at li o'cigck.) ‘he «nbassador a: ree 
with the tineliness and rotentiel value c we rronosed release ang il was 
decide hat ne, accomranied by tie actin: virector of Usi., would call 
Suortiy #fter .adday at Wuevira's oflicce in tie sorcign i. inistry to sce_ the 


rrovosed Wording. (ihe ensuine a icunicue, as rerorted in szabtel 155, /appe: 
in the cvening's Ultim: ora and .aturuay's mornings papers.) 





bert: rrin ’ » 4 > ne ite ™ ds i User USCSLONS Wil Pew Qi aali web bE vlLauililzation ir 
‘ram, Siics co mented tual some 7! rereent of t tion's workers had re- 
. © “ . 74 , AS a. } . 
ce ve 4 ws ari st | Per Cc ‘ ba tu wait" ~~ wets 2a ee Pete g t.hea iié nad HOMCU, by 


finuine « formula wheret 
mainin’ 


ulure .ncresces would ie “rantea only to tie re- 
bud restrict tne derreciation 
of wie > it Li tudad ahi Lyi ; 0i1iVANiO0 si0ould 


i ; 
be Jimiwd as iweci. as possivie, i) orger to Jimit un resulvant social and 
r 


. 
° 
a 
- 


econoLac 


The acbassador said it woulu arresr desiravle to him tnat any mublicit 
issued b; the JJ5S repardinre the d cision to sSusru lollar saies should avo, 
attributin- of tunis decision in aw vay to the La én Should jresent the ck 
cision a one Lanen by the Glo entirely in its own Judgement. 140 this, Uuc" 


resnonde:. heartily, saying that any other course would expose the Uovernment 


to the c aryve of being a mere "punpet", 
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~+; Statues of Stabilisation Pro; ras in .oliv a. 


The Cover-ment of Uolivia am! a >ission i rou Uke «4s reached 
alree=cnt of a aw si@ ilicalion pro ram Sues ay With “we dais 
cva a letter dated .. to er lk, 1950 to i.e dane ily Lire wr _ 
_f the Lh.» Tais letter sas sipmed vy the Finance diaiever (aad the - 
“President of the Sentral +) It ants forth the stabilisation plicies , . 
and performance levels the roverne nt proposes to im leoeat. Tit slso 
recwoests reinetatencat of “olivia's craving ri + uncer i # stuidedy 


oprerent with tho Tune A 


To vate, S50 4.4 bas advanced (5 0,000 to Ue Wliva«n overt=ent 
out of ..5. special «svistarce ior fiscal 1/S5¥Y. ji ¢ aj reerent repre- 
sented ly Ue Octoter |, leiter would Limit U.5. cash pranis amd draxe 
in 6 froc che J to £1 million by the end of ‘clover, {2 million by 
the ecd of Novenber and $3 million by ths end of ‘ecemer, 1958, ercept 
an “annusual circumstances” and after arreenm’nat with the sunc, ‘+ vertho- 
less, on Scwler 16 the Forein Winister made 4 request tu Awbasssdor 
Honsal for “1.5 slilion a ditional to be acd anced from fiscal 1b by 
Céah (rants, “due to an eonomealiy 41,4 Gowan ior coi.irse.” 


ae Cosadar draian bas Comtianurd beevy in 3,iv of an ir. eau in 


the exchan-e rate © 11,600 om Lctober 16. De Alivian overmment hus ir 

allowed the exchan.e rate to cepreciate but a) parently not enouw h thas “oe 
far to met the hisn level of desand of the mmuat. Az assatcr wonval 

and the Acting Virector of the U4 ws Holivia are conocernea that tle ~— 
request of Us Holivian Joverment iaolies @ Gesire Ww ke@p the ewhaenye eo 
rate irom movin: in «cordance wilh market Doren. Oe avatay~-. od a 


and 14 representative alee coosler Ue curw.t coliar ciawd wo ce we 


au. ormal. in their oninion it mefiec.e penmerni Db lief in .ciavia what i 
there will be a ivrtier serious @valvation ce w the of crivretion a” 


Of the fcunvmc Bltastion, aoa Us v ake Sl Let \ 
maintain its 6 ated 105) .AOMS ON fu. Se.ters av 
tion of buc et coiicis, and 


“tmva. nt wail not 
CIWGLL whiey, reoLTic- 
vale control. z 


The Te, artaent, with the concurrence of + 
the fmvassy Ww inform the olivien overmant ‘nat the. 
@n edditicnal cravwin a. Uiis time if wei i4 savisiiod with -oclivman 
performance on the ercian © rave ond ocom ems 40 dresih . +0 & linve 
the 1CA should S« prepared te advance ©50,000 nw, end a8 it is wider 
stood there have been several heavy fhomrecurient exches.@ require- 
monte during Ulises gonth, consivceration ai ht be ,aven wo en sdvaice of 
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‘« Wwoule consicer 
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anotiar °50,°00 berore We em if *: onin, if ‘wiaslen p rforsarce 
is SetisieCwry. 


Deere has been som sreculetion in Solivie om the possinilit, of 
: instituting selective exc) ange contr>is, but the lepertaent is strom ly aq 
opposin,; this and has inform:¢ “mbare La Paz we co not believe Uere 

as evy effective altermetive ior ol. ia to saintenamce of a Irve exchae 

systee. FurGercore,  propom to tustruct Use embassy t enc ureve 

the Solivian overme-nt tc take «2 si.u Sland mw on sae and other 
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SuUWECT:s Atteapted Kiphtist Cup in Bolivia » ameniielll “4e ca 


facts: 


(m Lctober 21] the rijmitist ‘ci.vien Sociacie. taiasne warty (1 20/ 
Sv eapted a re.olt ot la es. Arod ufiites siiicaed -wolic vulidings 
and the hoaes of som hish poverment officials and iseaders of the 
hational Nevolutionary Mowecent (ou), ine Sover:m@ent party. Sou 
Cerabinero (police) unite apparently we e involved in we sbortive 
coup and Use chief of the Csrabinerce is under srrest. “hiee persons 
w0.8 reported killed es sev. ral injored, bu. io Apericen citizens 
were hurt. “Tesicert ‘iles decreed « nalion-w1.. slay .i Sif.e, 
amd the Concress culworised ives inplem-ntation. Sancse the revolt, 
BA civilian miiitias have been patrolling tie streete oc la 2S. 
Tie Maniowr of Government subsequently anwownwed Wst over 10 
persons were ulder arrest, and Soth students’ and teachers’ feder- < 
ations are Uvresvenim: to strixe if their cemlers under arrest are eg 
ond 





pes 
not released. There are reports that last minu‘s efforts to rost- . 
pone the revolt were successful in ali Wut one s.turd of ia Pas. 


We Cvewniats snd lechin, head of Ute Sim worlrcss, Cioisa Le 
wVerTeNe is respensivie for the Gite avent which the reec.ionaries 
trie” to utidie. iechin hes or anisced “emerjency cui weeosn* for 
tie “cofonse of the surkin: class:;s." La Tas aa Ue reot of Ue 
country eppears to be quiet end censorship imposed on .«<coter 21] 
emied two days lavr. 


Back. round: 


Tue fad, toe second Strom-est party in Bolivia, ©. oeisis of 
@xtrew fri bt wim esr ote afd 118 Gomes support «at, Wee miccur 
clase and the wiiiteary a0d po ace furces. Jt hae been plottin, tw 
overtirow tne Lovermrtrent since We 4a's aneuaplion ol power in iy>?, 
and a8 Moeu'ly 8 cast Jey 1% sia, 0d a ULoweCeSBiul Gprasin,.. isvcontdy, 
the «0 hes .ccome aurucle vd wath a lown® Ceadsition oO. Sil op oti 





tion ~acties. Apparently Ue :.) consicermd the auwnt o portve tor - 
a revolt, ia view of difficult economies and pol.tacal .o*.i.tio.s facin, ars 
the Cowrmment. A ew Stabilisation a Teecent deteren Ube “lod: ian * a 
Gove rnaent and uve LY resulted in cevelustion of tw currency at ~S" 
tne Lerinnins of Las mons. Prices heve om up, and tie Covernent F's 


te la wed oy Ceusns for #ame inere eos. Le Gutpin, of win by Ge 
Jive @nd the J.i. Quotes On seed enc sane heave complicaved Jolivia's 
alresdy di:facult fureicn exciange picture. here. 
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Evaluation: 
l. ‘he full force and stren;t. of the pilot aay not have been 
‘ reveeled dus to lust minute efforts at postponemen:. It is, 





however, generally thought that the FSu, unless it cbtains 
substantial military or police suport, has wo chame alors of 
efiecting a successful coup. ' 


2. senile tle attenpled coup mivht norway gave veen expecved 
to stren tien the “overnment by promotin, 4 unity, it coes not 
in tis case appear to hive dons 60, possibly due to the apvarent 
weakness of the attenpt. 





3. As a result, the leftisteiui labor leader, Juan lechin, a3 
weil as other wincr 0)», osition ,:oups, a (ear to be enceavi ring 
to capitalize on the situation by snipin, at the Jovernment in 
une Way and aiuot.er,. 


a ee 


lu. To te extent that the atten ted coup «ave credence to vhe 
Government's claim of persistent plosting and heljed identify 

spots of disloyalty, particularly smong the Carabineros, the 

long-run effects may be helpful to it. , 





Te efiect on the Covernmnt's effort to stabilize the 
economy cannot ,et be jJudred. Althou;h tie immediate result was 
the tarmination of a factory workers' strike, accoapanied by 
manifestations of loyalty, evicence of c.eral ciscon ent may 
wearen ‘he _overmaent'# resolve to inpo e #or nn ent masures. 
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724.5-MSP/11-358 — 7 ~ 
Paper prepared in the Department of State fs 
= Secret Washington. November 3. 1958. 
CONCLUSIONS AND RECOMMENDATIONS RUGURDING BOLIVIAN?ROGRAM 
I, General 


A, Our primary objective in Bolivia remains the maintenance of relative 
political stebility in order to forestall a serious politico-social 
upheaval, This will be difficult to echieve unless the Bolivian 
economy can be stabilized and ecomomic procress can be made, To 
realize our objective we are prepared to support any Bolivian covern- 
ment which can satisfy two basic criteria: 


1. Freedom from Communist influence; 


2, Ability and disrosition to carry out an effective stabilization 
program. 


In our economic policy toward Bolivia, the prim’ ry emphasis must still 
be on stabilization, There should also be increased sup:ort for 
development, 


B, The sharp drop in Bolivian export earnincs in the p2st two y«ars be- 
cause of the declinine world metals market and the need to show 
economic procsress in Bolivia in order to retain popular support for 
the stabilization prozram cause a need for United States aid to 
Bolivia in FY 1959 above the $17 million already requeste¢ of the 
Conzress, 
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C. A loncererun economic purpose remains the achievement of economic 
viability and strength which will, in turn, vermit the termination 
of emergency 2id to Bolivia, 


D. Bolivien performance in the stabilization pro-ram has been less 
satisfactory this year than in 1957, The United States should take 
& firmer stend on the points discussed in Part II below, 


II, Ferformance in the Stabilization Procram 


A, If the stabilization provram in Bolivia is to be successful, the 
principle of Tlexibility of the exchanve rate to follow market forces 
must be maintained and implemented, The U. S. should be firm in 
supportinz the DF in insistence on exchance rate flexibility. We 
should depend upon the DF to take the lea@ in judreine the specific 


rate of exchanve which is appropriate and in counseline the Bolivian 
Government on rate policics, ie should inform the Solivian Government ‘ 


- 





Ri-g9D 





8% - 238d 
pate-Z2ot Atthchment3— 


Or 





— 


4 


that utilization of the FY 1°59 balerce of payments special assistance 
will be predicated upon enforcement by it, in accordance with the stend- 
by acreement with the Df, of policies necessary to keep open the free 
dollar market at a rate of exchanze reouisite to achieve at least an 
overall dalance between cemand for and supply of dollars. 


to 


. acceptable cro-ress on the collection of counterpart should be a con- 
dition of use of United States balance of nayments assistance in FY 1959, 


C. we should attempt to obtain Solivian esreement to lerislation permitting 
the dismissel of surplus labor. If lecislation is found politically 
impractical, we should continue to explore with the Bolivian Goverment 
other means of achievine dicplecement of surplus labor, 


D. We should begin now to recruit a top-srade fiscal expert for the 
financial mission to Bolivia, to serve as en assistant to the head of 
the mission (who is also Executive Director of the Stabilization Council) 
anéd to replace him during periods of absence, 


E, Althouzh petroleum development offers the best lonc-term prospect for 
Bolivian economic »~rov~ress, mining will continue to be the country's 
principal export producer for the imuediate future and must also continue 
to play a major role in the economy in the long run, Reor-anization, 
rationalization and re-capitalization of this industry are therefore 
urgently needed, As the zovermment mining corporation, CG‘IS0L, cone 
stitutes by far the ~ajor vortion of the industry, and as its present 
inefficient operations are a chief source of Bolivia's deficits, we 
should strongly urce the Bolivian Gov-rmment to implement the recom 
mendations alreacy made in this recard, includine negotiation of a final 
settlement on compensation for the nationalized properties, The possi-e 
bility of a management contract for CCMISCL with private minine interests 
mivht also be explored, 
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A. The full (17 million FY 1959 special assistance provram contemplated 
in the Concrressional presentation should be made available to Bolivia, 
In view of the decline in Bolivia's exnort earnin7s and the comitment 
to help Bolivia meet its balance-of=-payments problem made at the tine 
of the Vice President's visit, an additional .6 million from ICA special 
assistance funds should be proviced in FY 1959 on a crant basis, con- 
tinzent on satisfactory Bolivian performance uncer the stabilization 
pror7ran, 
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@-ervercies ano 20 uae special ass_starce imme: ‘iately available, 
. ; site “ 2 - ; 2 a eh 4 
such assistance shoulc be furnished on a cash basis to “he extent 
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hat PAs are not readily usabl 
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>. The Bolivian Goverrmert should ve informed that DOLF will vive cramp 
~ 5 * . 2 - = 2 - -s 
tertion to cevelopment project loan arplicetions for Bolivia which 


t 
meet DIF criteria. 


TPFS, offers the only irmed- 


”; - Seeta — — onal ar: = , ta 
C. The Solivien Goverment petrolem ave:cy, ifFs, th ir 
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wellebeine enc pro-ress .vill help to mrctect the interests and 


of -rivate U, S, oil excranics now in Bolivia. In view 


nN ~~ ee . s 

of YPFE's acute need of capital, the U. S. Goverment should attenpt 

to influence T. S$. private oil companies to provice this financing on 
basis 


which would be acceptable to GFS anc to the Bol.vian Govern- 


sent. sendin- further clarification of U. S. rolicy on the petrolem 
incustry, this Government shoulc defer consiceration of financing YFFP 
from U. S. Govermment sources, 


. a hy * Aen t we Z -_ ~ ee oa Merd oo 44 wm ° 
Iv. adcinistrative rrocedures for =xte cine Aid 
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ARA Files, Lot 62 D 429,"Bonsal Letters" 
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Letter from the Ambassador in Bolivia (Bonsal) to 


the Derector of the Office of West Coast Affairs ofthe A a 


+ 


F , tr | 
i, 4 , m@tois,ve3 OCSiracusa) ’ 
\z 


Secret La Paz, January 6, 1959. * 


Dear Mr. Siracusa: 





~~“ 


I have your letter of December 39. My letter of Decem- totais 


* @e te 


— * 4 


ber 19 was written on the assumption that Messrs. Dillon, 

Rubottom, Mann, and others had taken a clear-cut affirmative 

position on the YPFB loan matter, and that Secretary Anderson 

had decisively vetoed this position. Since neither of these assump- 

tions now appears wholly correct, I will have to leave to you what- 

ever use, if any, you make of my letter of December 19. If the 

situation reverts to what I thought it was when I wrote the letter, 

I should certainly wimt it shown to Messrs. Rubottom, Mann, and 

Dillon, | | : , 
There is a lot of dynamite in this whole situation, both 

as it relates to U.S. relations with Bolivia and, consequently, 

with the hemisphere as a whole, and aisd as it relates to the 

respective leadership;,ositions of the U.S. Government and of wwe 

certain American oil interests in relation®’ to our foreign policy. 

But I realize that my view of the situation probably docs not 

take into account all of the factors with which you in Washington 

are confronted. 


It is interesting to note Mr, Whiteford's position to 
the effect that if YPFB were abic to increase its oil production, 
it would probably not be able to market it abroad, Omthe other 
hand, Gulf, Chaco, “hell, Andes and others afe making extensive 
investments in Bolivia on the assumptions that if they find oil 
they will be able to market it abroad, since they certainly will : 
not find a market for it in Bolivia which already produces more 


bee 


Ergest v: poaten, Esquire, 
Director, ce of West Coagt Affairs, 


va aa of Inter-Americag Affairs, 
Department of State, 
Washington, D, ¢. 
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\* The referenced letter, from La Paz, stated that 
the Ambassador found “most distressing" the information 
that the $3-umillion proposed loan to YPFB had been cancelled 
because of a veto by Secretary of Treasury Anderson. Bonsal 
further stated, "Favorable action on our part would have had 


an extremely favorable effect politically and economically 


IN 


RELATIONS OF THE UNITED STATES" 


on the situation here. The prospects over the next few weeks are, 
as we have reported, very dark indeed. We may well have adopted a 
position which will insure the failure of our entire enterprise. 


It is certainly one which may postpone the day when the Bolivian 
wry 
burden on the American taxpayer can be lightened.” (APA! Files, 
A 


Lot 62 D 429, “Bonsal Letters”) 
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than its domestic requirements. If such a position were, in 
effect, to develop, i.e., YPFB unable to sell while the foreign 
oil companies were marketing their output, the position here of 
the foreign companies would deteriorate rapidly. This is just 
another phase of the same argument which we are making to 
secure needed capital for YPFB. I am concerned and depressed 
at the statesmanship being shown by the oi! companies in this 
matter. 


Iam not familiar with the marketing problems for Boli- 
vian oil, I know that Williams Brothers has been helping YPFB to Vs 
sell gasoline to pay for the pipeline. I also understand that there 
might be a possibility of some sort of triangular trade whereby 
Bolivian sales of petroleum products to Chile would be paid for 
in terms of Argentine foodstuffs to Bolivia. I am looking into 
this matter and also other aspects of the situation and will ict 
you know whatever I can find out. In addition to the outlet to 
the Pacific, there is, of course, a possibility of selling con- 
siderable quantities of Bolivian oil to Argentina when the ova e 
Yacuiba-Buenos Aires pipeline is completed in 1960 or 1961, 
In any case, I do not consider that the no markets bogy should 
be considered a valid argument against a modest U.S. Govern- 
ment credit for YPFB. 


As to the probabie effect of a U.S, Government loan to 
YPFB on Henry Holland's current negotiations with YPFB,} I 
do not know how far the Department considers that there is a 
pertinent relationship. I note that the Holland proposition is 
for exploratory work in the mixed concession area, whereas 
the U.S. Government credit would presumably be for equip- 
ment and supplies for use in YPFB's proven areas, notably 
Camiri. The effect of both these propositions would be to 
increase YPFB's total resources available for both exploration 
and current production. 


eb, 


Thies whole situation is not going to stand still, and! 
hope that you can get some favorable action, A favorable 
decision would, in my judgment, swing the situation here very 
definitely in our direction, It would also lay basis for a 
gradual reduction in our grant aid to Bolivia, which is to me, 





; 
Williams Brothers Sud Americana, Ltd., an oil 


company associated with John Williams, which had just 

completed a pipeline from Sicasica, Bolivia, to Arica, Chile. IN 
“ Reference is to the activities of former Assistant 

Secretary of State for Inter-American Affairs, Henry F. Holland, 


who was then representing the investment firm of Loeb-Phoades, 


which were discussed in Bonsal's letter of Dec. 19, 1958. 
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7 
, and I assume also to the Department, a major objective. 
Many thanks for your New Year's wishes which I 
heartily reciprocate. ey 


Sincerely yours, 


Philip W. Bonsal 
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- Purther documentation concerning the proposed loan 


is contained in ARA Files, 62 D 16, “Economic-1958-Bolivia-YPFB." 
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Telegram from the Charge in Bolivia (Coerr) to the 


P ra glut. f 
Seeretery of State 


Confidential? 


~~ 


La Paz, March 2, 1959--6 p.m. 


IN 


RELATIONS OF THE UNITED STATES" 


R > pass USIA eae 


EMSTEL 462 £ 
; yer 


-» 
oom 


In view mounting persona! hostility toward Americans, 
demonstrations against Embassy personnel siw®® and 
increasing pressure from press, I handed the following 
note Foreign Minister 3:30 this afternoon: 


“OTE 


DECLASSIFIED FOR PUBLICATION 
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{ have the henor to refer to our conversation of 

February 27 and to give Your Excellency the following 

assurances: immedietecly following our conversation | 
{ instituted investigations concerning a statement . 
attributed to an officer of this Embassy by the current ie 
Latin American edition of TIME Magazine and I have found 
absolutely no evidence that such a statement was made 

by an officer of this Embassy. I have every confidence 
that no officer of this Embassy did, in fact, make such 


a statement 


The reprehensible suggestion that Bolivia be abolished 
and divided among its neighbors is obviously completely 
contrary to the demonstrated attitude and policy of the 
USG as evidenced by its respect for the independence and 
integrity of Bolivia and by its close and friendly relatiors 
with Bolivia, including cooperative efforts in recent a 
to assist Bolivia toward a solution of its basic economic 
problems. The Government of the United States is, and ie ie 


pEeRmanany ue to be, interested in a strong, independent And on tp Fhnee_zee 
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The referenced tely, from La Paz, Mar. 1, 1959, Ap 


reported that the newstand edition of Time, released by 


the Government of Bolivia to dealers on Feb. 28, was én 


seized by MNP youth who were planning to burn it, and ’ 


symbols of the UeGedh, on Mar. 2. (724.00/3-159) ve ‘ 
r - 
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SONFIDENTIAL 


-2- 464-A, Mareh 2, 6 p.m., from La Paz Bt 


prosperous Bolivia. LR 
Accept Excellency, et cetera a 
— = 
Will confirm and report. oS 
— (oe. 

ee ta 


“In sel. 464-B( Mar. 2, 1959, |from La Paz,} Coerr reported 
> r + £ 4 . . ” . " 

that the Government of Bolivia announced, “con placido”", 
with pleasure, receipt of the Embassy's note, and repeated 


its intention to ask the Department to take action against 
? 


Time if the story was inaccurate. “oerr advised,”For 
a me 4 


Time to reaffirm an Embassy source now ‘could seriously aggravate 


already violent situation with consequent increased danger 
j 


' _ j 


Americanshere.* 








f 
SUR): Bolivia/IMF Standby Agreement 


As you know, the former GOR/IMF standby agreement expired on 3 
February 25. The recently negotiated new agreement has not been 7” By . 
recommended to the Fund Board because of failure of the GOB thus far  —., <Q 
to live up to the terms offered in its Letter of Intent on the crucial » om 
miners wage/comissary price issue. In the absence of an agreement ~ 
with the Fund, we have been withholding payments to the GOS. The last / K 
payment was made on February hl. : 3 

It has long been our policy to stanc behind the Fund on matters of rae 
these kinds so as to avoid placing ourselves in the position of “WN 


dictating economic terms which have major domestic political imlica- 

tions in foreign countries. We have supported the Fund on this issue f 

because we have felt it crucial to the success of the stabilization a 

program this year. Wevertheless, the situation has changed drastically 

because of recent developments in Bolivia and as of today, the 

possibility that the GOB would be able to obtain agreement with the t 

miners on terms satisfactory to the Fund appears remote indeed. The ~y 
ten 
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Government is not only facing a miners* strike but the possibility of 
a general strike in sympathy with the miners. This whole situation is 
fraught with danger and could very well jeopardize the lives of 


Americans in Bolivia. CA, se 
“= * 

It is my firm belief that the GOD has mide a maxims reasonable “ : 

effort to obtain terms acceptable to the Fund and that we cannot a 

expect it to do more than this. I think, therefore, we should endeavor «/.) * 

to induce the Fund to agree to accept the last offer made by the GOD - ° 

(20% wage increase plus phasing out of comiissary subsidies over 120 (7 ;* 
/.\ days), if this is attainable, or the best possible terns on which the - he 


(1) GOB can achieve a settlement with the miners. This should reduce the > 
tension in the country and allow us opportunity for a calm evaluation 
santiont » 02 the effects of such a settlement on the stabilisation effort and on 
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the future conduct of our program. MSNeedless to say, it might aleo allov 
@ >Sresthing spece in which ve could make personnel edjustments so es to 
reduce U.S. exposure in the coustry. I believe, therefore, that it would 
be highly edvisable for you to coumsel the Fund to take ection slong these 
lines and not to throw in the sponge and withdraw their essociation vith 


the Bolivien Govermment. 





The withdreval of IMP participstion in the over-all Bolivian prograz 
would have repercussions fer beyond the boundsries of that country and aight, 
especially if the United States decides that it must continue the eid progres, 
encourage other countries to take a harder line with the IMP (and the United 
States) every time a financial crisis occurs, hoping to by-pass the DY and 
Geal vith the United States directly. ‘ 
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Memorandum From the Director of the Office of West Coast 
Affairs (Siracusa) to the Assistant Secretary of State 
for Inter-American Affairs (Rubottom), March 27, 1959 
(3 pages of source text), not declassified. (Department of 


State, ARA/WST Files: Lot 62 D 429) 
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Telegram from the Acting Secretary of State to 


the @meeéean Embassy in Bolivia. 





Secret Priority - bi sur Gary Washington,March 31, 1959--6 p.m. 
A 
{ 320.) 
SENT TO: Amembassy LA PAZ PRICHSTa* ) | Wa 
} / 7 
4 _¥ i; é 
LIMIT DISTRIBUTION - FoR CoskR omy ,” , ‘\* LX 9 3 
— , A 4 
EXES IMLY COEEE > —f - . 


Wationalized mines must be placed on as sound an economic basis 
as possible if there is to be any reasonable opportunity for restoration 
economic stability in Bolivia. (me of tam key issues to be resolved in this 
connection is that of COMIBOL labor policy. Your recent reports suggest that rf 
GOB may be resolved to carry through to a showdqa on Commissary price issuc at / 


_— 


7 
this tine. GOB success on this issue could have crucial effect on its wilt imq- { 
ness ani ability to take on other COMIBCL praktems operational and managemei(t  *. 
problems. On other hand, fallare of GOB to prevail on comaissary price issue / 
would seriously jeopardize chances of its being able to continue a stabili:a- > 
program having reasonable cliance to achieve even minimum objectives. 

We believe, therefore, that entire effort of USG to assist Bo. iva 
last few years may well han, in balance at this time. For these reaswis 
roigly fevor showlown now o1 Comaissary price issue on assumption thai 
3 willing stand firm on its agreement with Im end has a reasonable c: 


to win out. We mindful, of course, paramoumt importance safety US citizen: bul 


‘inclined believe that measures you are taking to safehaven dependents and are 
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Page, 201 telegram to|_smepbassy LA Re 
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plenning for establishment protected positions if needed for those Americans rema::\- 








ing may place us in best position face showdown that we have had or may be likely to 
have in future. Therefore consider it important that GOB continue to believe tha. 
in-tim absence of renewal IM standby, cannot cout on US balance of payments and 


budget support. 
Wevertheless, if issue comes to showdowm which you consider GOB wilikely ty 


win and if you judge further pursult of isaue by GOB would lead to conflict of such 
scope and character as to place Americais in wreascnable jeopardy, you authorized, 
at moment you deem tactically best indicated, to inform GOB that if it makes best 
possible settlement with miners wider €% circumstances and even if this does not 
provide basis for renewal IMF standby, USG will nevertheless be prepared to continue 


aid on @ temporary sepeet-tempesnmay basis pending total reevaluation of tH situztion 
with a view to ascertaining whether any basis remains for continuation of a program 
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Bolivia embodying balance of payments and budget support. Se GOB should wnderstéid 
of Coursey that amount and form of aid for remainder this year and certainly in 
future years must be related to our estimate of GOB's willingness and capability cf 
pursuing sound economic practices. 

Dept and ICA fully mindful of heavy burden of decision which this instruc- 





tion places on you. We believe, however, that issu> is of sufficient importance to 
adopt policy indicated above and that since tining may be of crucial imgportance, 
there is no alternative but to place final decision in your hands. We have full 
confidence in your being able to exercise the judgment here required and will of 
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course support you in whatever you decide to-do. 


ICA concurs. 


SECRET 


Classification 
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MERTE? 
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Subject: Level of Assistance tv Bolivia for 1959 











You have asked that the Bolivian aid program be reviewed 
to determine whether assistance should be continued at the 
level of $23 million originally programmed last September 
for FY 1959, or whether it shvuld be reduced to $18 million. 


ICA and USOM Bolivia have continued to believe that 
an aid level for FY 195% of $23 million is excessive in the 
light of Bolivian performance and needs and that $16 willion 
is adequate in the circumstances. 


ARA and OFD believe that the additional $5 million which 
Ambassador Bonsal, on authcrization of the Department and ICA, 
told the Bolivians would be available if we found it was 
needed and subject tv satisfactory performance by the Bolivians ’ 
on stabilization, should be provided as indicated. They be- 
lieve the full $23 million is necessary (a) to support the 

-stabilization program to which we are committed, (b) because 
of the desirability, both politically and economically, for 
as much development activity as is practicable to go forward 
at this time, and (c) because our failure to provide the full 
support Ambassador Bonsal annuunced would be difficult for 
the Bolivian Government and peuple to understand now, when 
the Government has just successfully carried through a 
politically extremely risky operation to achieve an important , 
stabilization objective, i.e., the unfreezing of commissary 
prices, and also since we will be continuing to condition re- 
leases of cash support on performance on the stabilization 
commitments of the Bolivian Government to the IMF. 
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The relevant tacts, from an examinativn of USOM and 
IMF documents as well as cunversations with che USOM Director, 
Mr. Rey Hill, the U.S. Executive Director on the IMF, the 
staff of the IMF and Department personnel, appear to as 
fcllows: 


l. The United States aid program has two major ecunomic 
objectives in Bolivia of an diate nature (there are other 
longer-term goals). These are (a) monetary stabi!ization, 
which the U.S. and the IMF have in common, and (b) economic 
development, which is a U.S.-supported objective to be 
achieved separately from but consistently with monetary 
stabilization. 


2. As in other countries, the U.S. relies heavily on 
the IMF for establishing the Bulivian monetary stabilization 
program and for influencing the Bolivian government to 
adhere to that program. The 1959 target of the IMF, agreed 
upon with the Bolivian government, is to avwid depreciation 
of the present exchange rate of 12,000 bolivianos to the 
dollar while maintaining a free exchange system. To achieve 
this the IMF has reached agreement with the Bolivian govern- 
ment on the controls to be applied to the sources which 
generate monetary pressure, chiefly the budget, Central 
Bank credit, the use of aid counterpart, and wage and subsidy 
policy. A key issue between the Fund and Bolivia -- the 
imssediate ceduction and early elimination of subsidized 
prices in the commissaries of tive mine workers -- has just 
been settled on a vasis whic’: the Fund considers will, together 
with other commitments, ju> ~w Standby agreement and 
a further credit to Bolivia uf 91.3 million. 
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3. The U.S. Director in the Fund and the Fund manage- 
ment, while conceding that the Bolivian stgbilization pro- 
gram might well fail, consider@ that the prospects and 
performance in Bolivia are such that the Fund should not 
refuse its continued backing at this juncture. 





VW Prank Southard, Jr. 
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4. The Fund stabilization program for 195¥, which will 
cume before the Board in the next week or so, is based upon 
an assumpticn of U.S. aid in calendar 1959 at a level reflect- 
ing the $23 million tor FY 1959 contingently indicated last 
September. The Fund projection, however, assumes certain 
developmental expenditures, to be financed from counterpart, 
which are based on USOM's and Bolivia's developmental plans. 
It is this area of developmental expenditure which creates 
the difference of view as to the need for the additional $5 
million. 














5. To understand the above, a few tigures are necessary 
showing the relationship between collar aid, the generation 
of counterpart, and the uses «f{ counterpart: 
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Origin of Dollar Counterpart Use of 
Funds Aid (Billions of Counterpart 


($ Million) bolivianos) 





Counterpart of FY 1959 





aid spent in CY 1958 2.5 25) 
Counterpart from aid )_ Sterilization 
prior to FY 1959 35) agreed i/ 
Total counterpart 
a on deposit 1/1/59 me 
< Counterpart from FY 1959 
= aid spent in CY 1959 
z& to date (April 195y) 1.5 18 ) 
or . ae . : 
=- Other cvounterpart as of ) 25 Seees Ssengeee 
a Tot end of April, ly5y - _j ) prop.sed = 
a = Tc. tal counterpart , 
2 nl depusit 4/30, yy 85 
— _ . 
Sy Counterpact collections 
o= in CY 1959 from aid 
=< prior to 1958 - - 21) 
ae Fiscal 1959 aid mc yet ‘ 
2 = spent: 117 budget 
c= Cash 8.U J6 ) . 
ro - Commodities 6.0 31)3/ 
. Contingent (commodi- ) 
ties or cash) 5.0 6) 117 Deve lopment 
Counterpart collections in ) 
1959 from 1958 aid funds - 20) 
23.0 


l/ Sterilization agreed upon by IMF, U.S. and Bolivian Government. 


2/ Sterilization proposed by IMF to U.S. Government. 


3/ IMF states that low ratio of counterpart figure to dollar 
figure arises frum certain subsidized procurements (e.g. 
wheat) and lags in collection. 
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6. On the basis of the above, the Fund staff asserts 
that if USOM will sterilize existing counterpart on deposit 
at the level of 85 billion bolivianos, which the Fund be- 
lieves should be done to prevent inflationary pressure, 
then USOM cannot finance 117 billion bolivianos for develop- 
ment out of counterpart without an aid level of $23 million. 
In other words, the Fund contends that if aid is reduced 
by $5 million, then the equivalent counterpart would not 
be available for development expenditures, and if such ex- 
penditures were financed through other means, severe in- 
flationary pressure would result and che stabilization program 
would be impaired. 


7. ICA is not certain that the above analysis cof the 
Fund with respect tuo the development sector is correct. 
Nevertheless it is prepared to agree (a) that counterpart 
deposits at the existing level of $85 billion bolivianos 
should be sterilized (except that the need tor steriliza- 
tion at that level will be re-examined periodically by USOM 
and IMF representatives), and (b) that the additional $5 
million should be draw: upon to the extent determined to be 
necessary by USUM to pri vide counterpart for agreea projects 
in the development sect.r, which may or may not reaci 117 
billicn bolivianos. It also recognizes that some cr all 
of the additional 35 million may have tc be provided in the 
form of a cash grant. 


Recommendations: 


l. That not more than $18.0 willion be appi.ves for 
Bolivia from U.S. fiscal year 1959 funds; and that the 
possible need for up to an additional $5 million in the form 
of cash grants or ctherwise from FY ‘vl funds in the last 
half of calendar 1959 be recognized (a) as determined by the 
USOM to be necessary to provide counterpart for agreed invest+« 
ment projects and (b) contingent upon satisfactury per formance 
by the Bolivian Government on its commitments to the IMF 
regarding stabilization. 
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than 85 Billioa bolivianos. 
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THE ESTIMATE 


This estimate, prepared in response to a request from the Department of State, is 
designed to answer the following specific questions 


1. What are the prospects for Bolivia if 
US aid is continued at about the present 


lev el? 


In this case, moderate MNR ‘ President 
Hernan Siles Zuazo will probably be able 
to remain in office until elections in 1960 
US aid will erable him to continue efforts 
to stabilize the Bolivian economy, though 
at best progress will continue to be slow 
Although by law Siles cannot succeed 
himself, his successor will almost cer- 
tainly be a member of the MNR. Because 
of growing opposition within the party to 
the US-supported stabilization effort, the 
electoral period will almost certainly be 
characterized by an increase in anti-US 
oratory. However, the next administra- 
tion, while anxious to avoid antago- 
nizing left-wing labor elements, will prob- 
ably cooperate with the US to the extent 
necessary to assure a continuation of aid 
2. If Siles leaves office for reasons other 
than a withdrawal of US aid, what group, 
party, or faction in Bolivia would be most 
likely to succeed to power? 


This estimate supplefifents NIE 9f $8, “Thepout- 


wok for livia,” 7 Jabwary 1998, hich regmaing} 
. , 


gemerally valid 
;Movimmerfto Néoonglista Revolyoonang (Nag 


Lior list Pre voRutiongiy Moteme nf. Im yos2 the 
reformiag MYR led @ successful re ao oe: 
t Sikes 

A toer- 


am incwgnvént milRary junta resid 
was coreMftutionallpy el@cted in 1956 fo 
year term 


If US aid continues but Siles leaves 
the presidency before 1960, his most likely 
immediate successor would be Federico 
Alvarez Plata, President of the Senate, 
who is next in the constitutional line of 
succession. Alvarez Plata’s continuation 
in office would depend on backing from 
ex-president Victor Paz Estenssoro, long- 
time party chief and symbol of MNR 
unity, and on accommodation with Juan 
Lechin, leader of the leftist wing of the 
party. Alvarez Plata would almost cer- 
tainly seek such an accommodation, but 
would not go so far to the left as to jeop- 
ardize the continuation of US aid. Fa.l- 
ing such an accommodation among the 
key leaders, a violent intra-MNR conflict 
would probably ensue 


3. What is the leaning of the Carabineros 
and the armed forces? 

The Carabineros (national police) and 
the armed forces are probably loyal to 
Siles. They, in conjunction with civilian 
militia units, would probably support the 
MNR government in sufficient numbers 
to put down any rightist or leftist attempt 
to seize power. However, if Siles had left 
office and a violent intra-MNR conflict 
were to occur, the action of the Carabi- 
neros and the armed forces would be un- 
certain. The bulk would be likely to sup- 
port the MNR moderates as they have in 


- 
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the past, if there were a cohesive mod- 
erate group to support. 

4. What would be the likely effect on the 
present moderate government of a with- 
drawal of US aid? 

The withdrawal of US aid probably 
would bring Siles’ leadership of Bolivia to 
an abrupt end. He has become so 
strongly identified with the policy of co- 
operation with the US that he would be 
completely discredited and probably 
could not remain in office even if he tried 
to do so. We believe it unlikely that he 
would try. There would be a strong up- 
surge of anti-American sentiment and the 
MNR left wing would become dominant 
in the party and in the successor govern- 
ment. These circumstances would en- 
able the small orthodox Communist and 
the Trotskyite groups to increase their 
influence. 


5. What would be the outlook for the 
successor government? 

The tenure of the successor government 
would depend largely on its ability to 
cope with Bolivia's economic problems 
If US aid had been denied, the successor 
government would desperately seek aid 
from any available source, including the 
Soviet Bloc, as an immediate action nec- 
essary to avert internal economic collapse 
and political chaos. 


6. What would be the likely attitude of 
the successor government toward the US 
and the possibility of fruitful US coopera- 
tion with it? 

Denied US support, a successor yovern- 
ment would adopt an extremely un- 
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friendly attitude toward the US and 
would seek to influence other Latin Amer- 
ican countries to do the same. Internally, 
there would be a violent anti-American 
campaign which would probably involve 
acts of violence against US property and 
persons. 
7. What would be the effect of a with- 
drawal of US aid to Bolivia upon US re- 
lations in the inter-American commu- 
nity? 

In these circumstances, there would be 
a widespread sympathy for Bolivia in 
Latin American opinion. It would be 
contended that Bolivia had made a rea- 
sonable effort to comply with unrealistic 
US conditions for aid, and that the ter- 
mination of US aid in such circumstances 
constituted an intolerable interference in 
Bolivia's domestic affairs and demon- 
Strated the political folly of basing na- 
tional policy on an assumption of con- 
tinuing US cooperation. The consequent 
anti-American reaction would arversely 
affect the ability of Latin American gov- 
ernments to cooperate with the US, espe- 
cially in those countries where the adop- 
tion of stabilization measures was a con- 
dition of US aid. In particular, the po- 
litical position of Argentine President 
Frondizi, who is taking determined steps 
toward economic recovery with a US- 
backed stabilization program, would 
almost certainly be adversely affected 
In these circumstances, the Latin Ameri- 
can countrics would become increasingly 
receptive to offers of aid from the Soviet 
Bloc, thus presenting the Soviet Union 


with an excellent situation to a 
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Memorandum of Conversation, by the Officer in Charge of 


Bolivian Affairs (Pitts) 








‘ Confidential Washington, September 28, 1959. 
SUGJECT: Secent Veveicpment in Sciivia, and U.>.-COLIVIER Meictions —_—- 
~~ F ===. 
—-s«s PARTICIPANTS: Victcr Andrade, Foreign “inister of Dclivis o¢ a 
J ‘DA - Yr, Mbotton +> = 
~ © Mario Montenegro, Chargé d*Affaires of Bolivia de ex 
“yr LST - Me. Silberstein ‘. a. 
=e A IST - Me, Pitts D cA 
=O copes vo: | 4 2S 
=. kG - Mr. Rutottem (2) . [’ / IRC 93 copies > 33 
== iy ' MSP - Mr. Pitts 3 copies (2 cc's) 4 t 
=5 #F ; el 
<> 
— oe anesfassy Le Pas 4 
at = — = ‘'. Duvall . 
2 } . 3 
a = ; ws . all 
i2 7 ne 
—— [ The Foreign Minister stated that the MIR Party Convertion in Decerter would | ™ ‘ 
— - probably nominate Victcr Pas, Walter Guevare or hinself as the party's candidate t. : 
—— for next year's presidentic] election, At the moment it would appear Victor Paz > 3 
A was the front runner. Whoever wos nominated ty the TR party would undcubtedly .% _ % 
<z fcllew the same general policy of cooperation with the u.S. as the present Cov- E a. 
O=— ermont, incrode stated, and Mr. Rubottcr replied that he was giad tc heir Polivia 
Se would continue this policy.  - 
_ ; 
Concerning the present economic situation in Bolivia, the Foreign Minister/ ' 
reported that lest week he cd @ iong sctisfactory *alk in Hew York with the head Fe 
of the Gulf Of] Company's Latin American section, and that Gulf had confitence / 


regerding its Bolivian operstions, The Polivian Oi] Company, according to Andrade, © py 
is expected to become produc*ive later this fall or winter in the Mecrejones area, © 
with a possible eventual production there of 10,079 tarrels a day. in the Sata 
Cruz crea, agricultural prospects were gocd, be said, with an improvement in sugar hand 
procuction and cattle raising. He thought that the entire economic picture vas 
slowly in-reving. There had teem improssive gains in manufacturing, cnd sone a 
plants (he specifically mentioned SAID and "a glare factory") were even rehiring a eee 
aaa 











workert. 
The past year hed seen tough battles in the social sector, according to the 

Foreign Minister. The GB, he said, hed resisted tae Cemands of the miners and - 4 
teachers for higher wages. Andride etatec, however, that something would preb- r— ~ 
ably have tc be done for white collar worrers, such as gevermment and clerical §& * pny 
= employ ces, eth 
i = = 
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| exnloyees, who still ecrn very low salzarics, | — 
Mr. Rubcttom mertionecé the continuing herrassnent of our aic program in Fol- — 
ivia, in which La Necién had participeted, He said thet we uscerstood La Nacién Pe 
had been somevhat better in this respect recently. Andrade replicc thet he had = 
had a long talk with Ambassador Strom concerning La Necién. He acded that this \ $F 
newspaper must be permitted indepencerice on “little issues" in order fcr it to \ Parting -< 


support the governzent's position on larger isscues, else it would be disccunted 
as purely a "scovernment mouthpiece”. 


Fersonslities were also involved in the minor irritations between citizens = 
of our two countries, Andrade added. Some U.S. citizens just don't understand 


hew things work in Bolivia. There was no doubt, Andride said, that there were 
different cultural rocts and he said we rust all have patience, lie confirmed 
thet we vere agreed on the fundamentals, He reforred tc the fact that some a 
Folivian officials considered certain U.S. officials arrogant, enc he then men- 
tioned an incident when an american lady at La Paz whe had been drinking tcld hiz 

t a party that sie was fed up with Eclivia and wantei to go heme. Some bolivians 
present thought that Andrace chould have made u scaacal, but he simply passed over 

the insult. Andrade stressed the fuct that we could not ignore the human element.  setiecadal 
Concerning Y.S. officials in Bolivia, he saic thai they rust be briefed before 

,oing there on the neec for uncerstanding the Bclivian pecple. 


Mr. tubottom commented thet ve were quite awure of the human factor, end that 
unccubtedl; human failures creep in, He said that we tried to brie? officials 
going to Evlivis, anc that patience wes certainly needed, - on both sides. 

Concerning the McClellan Committee hearings,| Mr. Rutottom said thet Under \ 
Seerctary Dillon deserved considerable crezit, as did Senetor McClellan, fcr the 
guiet way the Committee meetings were conducted. There was a possibility the 
Committee weoulc issue a report, end he hoped the Bolivian Government would te - 
prepcred to react in a "mcture" manner to unything ‘hich might appear in the re- 
port. Andrade indiccted that he intended tc make s call on the Senator, and Mr, 
subottom advised him to "let sleeping dogs lie", 


We 


on *he disposal by Gr.ce of commodities uncer the economic assistance program was 

mentioned by Mr. Rubottom., The Foreign Minister appeared to be quite familiar Lienaett 
with this matter and confirmed that if tle tax was paid the COB would simrly have 

to deporit that amount in the counterpart account. He concluced his remarks on 


ated - 


The efforts of the runicipality of Le Paz to collect « tax from Grace & Co, 


this subject by stating that he would cena a cable to La Paz concerning the mat- 
ter. Mr. Silberstein mentioned that the Mutual Security legislation was involved oe 


and that continucticn of the commocity procran might be affected, 


The refurcl of Comibol tc pay retontiocns to the Fatifio Mines and Enterprises 
on tin barter sales wus then brought to the Forcign Minister's: attention by Mr, 
Rubc++or. He scid that we ecull sec no difference between tin barter sales and - 
ordinary ecles, as far as retention payments were ecncerned?, Andrade caid this 








was & troublesome rutter, tho e was sore reason te believe the GCP may have al- 
ready paid more than the value of the properties, and there was also the feeling 
L ia Bolivia _| 
[ CONpAD TIAL | 
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| dn Eclivia that Polivia had maintained the ysrice of tin on the worle rarkct by | 
its "sacrifices". Mr. Silberstein pointed out the advantage to the GOS of a on 3" 
final settlenent cf this problem, and the Foreign “irister replied with a snile = 
that this would have to wait for the next administration. Mr. Silberstein also , 
renmarled that as long as there was no settlement Comibol would undcubtedly find eet 
it difficult to yet help from abro.d, Andrade agreed thet tiis was a serious ben am 
problen, ao 
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2 SUBS sCTs Assistance to Y'rD 


ES 


In wy attached memorandwa (Tab B),/ you were informed that Treasury, AtA a 
ani this Bureau had concurred in a new approach to the provlen of mc 5 Fa 
financial assistance to the Dolivian Goverment's petroloun comany, Yrs, 
which woul authorize cmbassy La Pa: to offer a crant of 5 million to the 
Goverment of Bolivia to be used inlirectly for iPro and which would periit 
President Jiles to nals some announcement in comection with Unis assistance. 

You were also informed that ICA did not concw’ and favored a direct loan to 
YPs3 


Since that tine, we have had further discussions and are now all amreed 
on a new mossare to apes | La Pas (Tab A) wiich is now ready sor transnissi 
You will note that the mechanism prupoced is that we would release up to 5 
million in boliviano cowntcrpart to the Covermwnt of Dolivia for it to _woane 


ss ‘ 
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to SPlU anl wo would matic 55 million available in tash rants to the GD to 7 
availayle ‘or purchase at the Centr.l Dan: by Wo to finance necessary inpor 4 
These funds will only be made available aficr ee has purchased a mininun of 
4 million forcign exchance out of he current Dolivian exchanze budget, and 
will be released to coincide with Zrru roqicsts from tine to tine for convers 
of local cwrency. 
Rocormenda tions 
That ou authori \ransrussion of tis messacse uy signifyins your 
aoproval loreon. . 
ne (4 
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SUBJECT: Assistance to YPFE . 

, 

ICATO 61 of August 14, 1959, (Tab B)fInstructed Ambassador Stron, fo 


if Gobessy/USOM concurred, to inform President Siles we are prepured to 
make available a ~5 million casi grent which would provide indirect as- 
sistance to YPFB. Embtel 120 of August 20, 1959, (Tab C)y informed us Y 
that neither the Exbassy nor USO concurrod, inter slia, _ ea the 

Govermment of Bolivia would fii it politically impossible to carry out 

the ruforms we deemed necessary (increase in interne] gusoline prices 

to economic levels and settlement of debts owed YPFD by Comibol and 

other Government entities) if the aid to YPFE was to be indirect and 

secret. 


In considering Exbassy/USUM's answer it occurred to us we had three 
alternatives: a) to drop the tter, b) to cverride mubassy/USOM and 
insist on the ICATO 81 proposa', or c) to seek some othor means of echix 
ing the objectives scught. We do not believe we cin afford to arop the 
matter in view of the continuing urgency of Y)Fi's need for financing, 
and alse having in mind the accclerating left-wing campaign in Bolivia 
"in defense of YPFU" which favors acceptance of a Sovict loan and drestix 
,odif*cation of the liberol petroleus cove under which several U. S, oil 
companies are actively engaged in exploration activities, 


In recognition of Treasury's opposition, on policy grounds, to a di- 
rect o locn to YPFL, we have drafted an answer to Enbassy/JSOM La Paz 
(Tab Pe autliesiaion them to reiterate the ICATO 81 proposal but also au- 
thorizing them to inform Prcesicent Siles that when announcing the over- 
all Ff 1960 aid propre: and his Governnent's plans for utilizing our aid, 
he could state that in view of the stabilization support Bolivia is to 
receive from the United States his Government hus found it possible to 
channel sone of Bolivia's ow: resources to YPFL. We have pointed out th: 
in connection with such an announcement he coulc explain the need for th: 
necessary reforms. We believe tliat in this way knbassy/USOM's main ob- 
jections to the ICATO 61 proposal can be resolved, 


Unfortunately, although Treasury ims cleared our sessage ICA has in- 
formei us (Tab D))}that it cannot concur, ICA now holds that it does not 
agree with the indirect grent approach and favors a direct loan to YPFB. 
ICA further recomw.onds that a survey team be sent to Bolivia to study 
YPFE's financial situation anc future prospects to provide the basis for 
deteruining the amount and conditions of a loan, In view of Treasury's 
stron; objection to a direct loan we cannot accept ICA's proposal. More- 
over a survey team would be inconsistent with Treasury's desire to play 


emilee. 











BY- 2608S" 


SEST COPY AVAILABI E 


wS3LVLS GILINN JHL 40 SROILV134 WOI3NO4 
NI KOILYIIWEAd 404d G3141SSV1930,, 





%y - ZS5¥6 
$. CEST COPY AVAILABLE 4 


_ ere 


<—a , 


down the connection between our eid and YFPFB's financing. le have no dou 
YPFB badly needs at least $5 million in financial assistance at this time. 
The details cf what our assistunce would be used for and procedures for 
assuring ourselves that our money goes for this purpose can be worked out 
throush our Embassy and USO!t, 


\ 
I recommend that you speai: directly with Mr. Saccio/to obtain his 
ccncurrence with our proposed telegram. In the present context, our 


modified proposal appears to be the only way open to us to provide some 
assistance to YPFB, i 


f7V 
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Mr. Robottom opened the conversation by stating that we vere very pleased 
to be able to assist YPFS inthe manner outlined by our Embassy to President 
Stiles several days ago and to the Fereign Minister through the Bolivien Charegé 
; here, He explained that this add{tional assistance would become available 
after YPFB had received some $3 million in foreign exchange out of this year's 
GOB budget and gasoline prices hed been raised either to provide YPFB with f | 





additional local currency or the GOB with tex revenue. He pointed out that ; 
ovr success in arranging this assistance to YPFB was the result of considerebl. 4 / 
effort over a long period of time, 
f 
“The Fereign Minister expressed appreciation for this assistance and asked u ; 


regerding the condition thet the domestic price of gasoline be reised, Mr, 
Rubottem said that the gasoline price should be raised in order for our $5 
million in aid to YPFB to be effective, Andrade mentioned that he had voted 
in the Stabilization Council several months ago to increase the price of gaso- 
line, but that the vote hed gone the other way, He added thot it might be 

, difficult politically for the GOB to raise the price of gasoline at this tine," 
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Telegram From the Embassy in Bolivia to the Department of 


State, January 25, 1960 (3 pages of source text), not 


declassified. (Department of State, Central Files) 
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Telegram from the Ambassador in Bolivia (Strom) to the 


Department of State 


Confidential La Paz, February 2, 1960--%p.m 


402. . 


iar 3 
il F Reference: Eabassy telegram 3994 rr 


4 
J 4 








* 


Ss 


In course discussion reference telegram I raised mtter of 
funds in new Foreign Ministry budget for Moscow Eabassy, 
noted increased Communist subversive potential which estab- 
lishment Soviet Embassy nere would entail and said such ex- ty 


change of Missions would certainly raise questions United 
States Congress re our relations with Bolivia whose outcome 
I could not predict. 


~~ AS 


Paz said he had not discussed matter with President Siles. 
He noted possibility funds might never be used for this pur- 
pose saying this common Bolivian budgetary practice. However, 4 
he said fact that anti-Communists Siles, Guevara and Moreno, my 
have taken this action indicative they under great pressure; > 
greatest Communist public“opinion gains have come on issue 

aid to YPFB; happily, "we" have been able calm down campaign 

against private oil companies and for acceptance Soviet loan 

(He had talked personally to union leaders Cochabamba refinery 
*who pushing campaign that area, explaining his experience dif- 
ficulties negotiating with Soviets); nevertheless, fact remai 

"United States doors appear closed" on possibility loan to “1 / 
state oil enterprise; meanwhile YPFB continues he regarded ~ 

with pride by all Bolivians who determined not let it fail 4 id 

and Soviets, whether seriously or not, hold out possibility ~ 
of assistance; YPFB has just received invitation from Soviet 
Embassy, Buenos Aires, send six engineers to USSR inspect 
newest Soviet drilling equipment; this is other side of coin * 
which United States must consider. 
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I said we had considered this aspect problem and are awaiting 
formal GOB ent’ OND prop op al assist YPFB Urged him use 
inf luence optetr “sugb_ reply promptly. 





4  @eGerence-ie~ec. Hugo Moreno Cordova, Minister of 


Finance and Statistics. 








FU-ASGVbOw \ 
_* aeSt COPY AVAILABLE 


—2-462--Pebrurry-?,-«—p,e-,—_isos-Le-Pac 


Comment: Eabassy has already transmitted to Department GOB 
reaction to our YPFB proposal on basis information received 
informally from GOB officials. I shall continue press for 

official reply] but in meantime I recommend that State again : 
urge on Treasury necessity of making adequate loan to YPFR 

in amount determined by study already proposed. I1 believe 

adequate loan is crucial for our relations with Bolivia over 

next five years and our ability protect investment and oppor- 
tunities of ten American oil companies in Bolivia with which 

YPFB cooperating fully. Our failure assist YPFB gives Soviets 
opportunity they can exploit at will. If United States 

attitude remains unchanged, I believe Bolivia will ultimtely 

accept a serious Soviet aid offer. This will involve estab- 

lishment Soviet diplomatic mission in La Paz with all the 
opportunities for subversion that it will entail. Acquisition 
Soviet machinery and equipment for use YPFB oil fields will most 
likely bring swarm of Soviet “technicians" with most serious 
problems for United States. 


Sow 


lf we are really serious about resisting Soviet economic 
penctration in this country, I believe we should make use of 
the obvious means available to us, especially when we can at 
same time protect opportunities made available to American 
companies here. 
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The Embassy has just received the official reply of the GOB, through the 
Ministry of Foreign Relations, to the United States Government's proposal to 


' 
grant economic assistance this year to Yacinientos Petrol{feros Fiscales 8 
Bolivianos (YPFB), the state-owned oil entity. 

N 


Aside from the Ministry's covering note of transmittal, the reply con 
sists of a memorandus drawn up by IPFB, which appears to be precisely the 
sae as the memorandum received informlly by USOM from YPFB last November... - 
To make the record complete and official, however, the following documents 
are being transmitted herewith: (1) copies of the original note of the 
Poreign Ministry along with the Spanish text of the YPFB memorandum; 
an informal translation of the memorandum into English. ({ Enclosure No. 
been photostated to expedite transmittal. 








The Embassy cannot account for the inordimte delay in receiving the 
official reply of the GOB, having obtained unsatisfactory explanations (docu- 
ments having been lost, misplaced, etc.) from Foreign Office officials. In 
view of the delay it had been thought that possibly the GOB was redrafting 
the YPFB menoranduz. 


By now certain matters treated in the memorandum are outdated and no 
longer pertinent (this would arply particularly to the condition that 
purchase at least $3,009,000 from the Central Bank in 1959). The long: 
cussion on this point, as well as the terms for repayment of the propoeed 
loan, is based both upon a misinterpretation of the conditions set forth 
the U.S. offer and upon coriitions assumed by YPFB but not contained 


U.S. proposal. 


Perhaps the principal point made in the whole memorandum is that YPFB * 
cannot utilise 95,000,000 to increase production from proven oil] reserves 
since at this time it does not have such known or nroven reserves. In other 
words, the entity's main need is to engage in further exploration with a 
view to discovering and developing other oi] deposits. The Embassy, after 


having made many inquiries concerning this matter, i 
YPFB's position on this issue. DiPARTMENT 
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ing the Exbassy has no further comments to add to those 
the telegram wider reference with respect to this mt-~ 


This despatch bears a Confidential classification solely because of 
the reference made to the telegram of February 12. 


For the Ambassador: 


Counselor of Embassy 
for Economic Affairs 


“5 * 


2 Enclosures: 


1. Copdes of Note from Foreign Ministry 
— and YPFB Memo. 


2. Informal English tranc’ ition of Memeo. 
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. 
ARPA Files, Lot 63 D 61,”Bolivia-Memorande of Conversations” 
Memorandum of Conversation,.by the Officer in Charge of 
Bolivian Affairs (Pitts) 
Confidential Washington, April 278. 13960 
SUBJECT: Possible Jcttlerent between the atilio Grown and the CO and 
COMIBCL's Liffieult Situ.ticn 
- 


PARTICIPANTS, 4RA - . Rubottce 
Victor A"DFADE, Anbassadcr of Bolivis 


COPIES TO: AA ae 
wT "CA 
WT fe - 2 Q ec) 2 
Ac cc -3s 
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Asbassador Andrede referred to negotiations thet had taken plece lest month 
betveen representatives cf the "atifc group ond C.MJALL at “ontreal on the ques- 
tion of eurrensaticn to be raid for Patifio’s expropriated rining roperties. G 
that cecasion the Bolivians hod indicate! trat they would reeamend the CCB pay 
$< wlllion to Iatific is additicn to retentions already paid, and the )atifio repre- 
sentatives hed prop sed $9-1/2 million. Asbessacor Andrade steted thet he hed re- 
ceived instructions frome bis government to inform the Patifico gro p and the Depert- 
ment that 34 willicn vee al] the GOB wee prepored to offer, in addition to past re- 
tention payrents, os « cefinite and fins] settlement. He pointed cut that raking 
even this offer reyuired « certain amount of political @urage as there vas «a 
strong feeling in Bolivia thst the government owed nothing further to : atific. 


“r. Rubottom sald thst he was encouraged to hear of the recent negotiations 
and hoped for a settlement, which be thought would benefit the GC''s public rela- 
tions abroad. Me added that he did mot know shat we could do to help bring about 
@ settlement between the two sides. An‘rade said that feelin s bad trellowed over 
the yours and that be thought thot it wes quite ocesible to reech « settlement of 
the Patio probles, just as a settlerent was eventeslly r ached with the Ctandard 
Ol] Company of New Jersey follow!ng expropriation of thot corpany's orepertics in 
1937. Mr. Rubottce reiterated tht in his opinicn 6 settlement was certainly de- 
sirable, and be hoped thet sce means would be fomd to bring this ebeut in the 
oear future. 


Mr. Rubottow then referred to information jJurct obtained frome our Imbaesy at 
la Pas indicating a serious government financial crisis caused by continued C.MIBOL 








ee 
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° CCRFIDENT:4i. Patino 4/2./CC 
‘BEST COPY AVAILABLE toes 
losses. He maid that CUMIBUL's prodvction hed dropped considerably in the first 
> quarter of 1960 and a siz able deficit was probable this year, Ee said we under- f 


~/~ stood thit “rs Cinrk of the TUF had talked to President Siles about this matter. \ 
‘ Tt appesred that action was needed in order to tske those measures, such as the 
@ismissal of a lerge number of surplus miners and eliminaticn cf commissary losses, 
which vere required if a bad Inflaticnsry spiral were to be avoided. “rr, Aubottes 
hoped thit the necessary xction would be taken, although he realized thet it might 

not be possible to institute some measuris until after the e)ections. 


Mr. Rubottom elso referred to the attuck ty a lirge ourber of demonstrators 
on April 26 ayvuitact the builaing housing the Servicios in Crchabamta. lie said 
that be understood that the police had eventually arrived end provided edequate 
protection, but he deplored the irres;onsible actions of the Confederation of 
Constructicn Norkers.) Andrade re-lied thit he wos not famili:r with this incident, 
but would inguire regerding the circum:tanccs. 





ea 


Folicwing the discussion in rr, Hubottcr's office the sbassador anc Mr. Pitte 
ccntinued the discussicn along the f:..llowing lines: 


Should an agreement de reached with Patifo, Andrade eaid, the OCb w.uld oro- 
bably then approach the Vepartrent in an «ffort to obtain assivtance in financing 
such @ settlerent. The imtssador -ointed out thit the Bolivian government sinply 
did not have tho rajuired funds with wiich to pay Patino and would, therefore, 
have to look to lending institutions of the United States Government or to the 
IBRD and cecrmmercial tanks for help with this matter. ifr. Pitts replied that he 
could not encourage Anidrode regarding ;oasible scticu by the UG. Andrade coa- 
ronted that he hud been assurod thet once a settlermmt cf Folivia's cutatending 
bonded indevtedmess had been conclifed, the GOB would be able to obtain funds 
from the IPRD. Although cn agresmont was reached and payments vero being made to 
the boncholders, the GOB had not obtained assistance fr: the IBRD es it we unable 
to finence the ctudies required b:fore presenting ;ro:cscls to the IBRD, Andrade 
added that COMIBOL was badly in need of funds with which to purchase new equipment 
end inprove its activitics. Ho said that should o settlorent with l'atino not is 
pro.e the GUb's credit standing to the extent thet it eculd obtain loans for COMIBOL, 
there woul: bo a feeling in his gow rn-ent that it vas not worth while to conciude 
the egroetent. “r. Pitts said it would not be pcas!ble to make any commitment on 
this matter. He addei that while a settlerent with CC“IDCL would undoubtedly 
greatly irprove the likelihooc of C.NIDOL's obtaining outsice assistance, the GOb's 
1HO budget ecntelnod only §7-1/2 millice for piymonat of foroiyn debts, whereas the 
smount due in 190 (including 1959 Celinqwuencies’ amounted to some 320 million. 
Even if a settlement wore reached with ‘tiie, therefore, tho CCb might heve sqne 
difficulty in obtaining financing for C ‘Tw. 
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Mr. Pitts again referred to C."IBOL's current finnnelal problese 5 stated 
that the informiticn Ju-t received Incicated thut drastic mecsures 1 .pnt be required 
in order to reduce CUMISUL's opersting deficit. Tho \mbassador agreed that there 
might be strong politic] rensons why desirable drastic measures could not be taken, 
"but still, if the doctor recortmanded smrmutaticn of a leg in crder to save the 
patient's life, the patient wuld b.ve to make the herd dec!sion". 
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ay Gade J. Clark, resident IMF representative in 


Bolivia, June 1959-June 19f1. 


a~\ 
\5,.Tel. 619 reported that p-aGiedpiiikegiee Clark informed < 
ar Pipi j age” 
Siles that the Government of Bolivia must take drastic measures 


to cut Comibol losses or face a sertous financial crisis. 
The incident was reperted to the Department in 
tel. 615, from La Paz, Apr. 26, 1960, 724.00/4-2660, and 
tel. 620, from La Paz, Apr. 27, 196C, 724.00/4%-2760. 
Tel. 619 stated that the situation required dismissal 
of large numbers of surplus miners, closing marginal mines, 
elimination of commissary losses, and other drastic measures, but 


stated that Siles was unlikely to take such action before elections. 








sea 
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724.00/5-1460 
Telegram from the Ambassador in Bolivia (Strom) to 


the Department of State 


£ 
Confidential La Paz, May 14, 1960--10a.m. 


660. 


\DEPTEL 329,| 


Despite Guevara's opinion, Embassy considers seizure of 
power by a military junta as immediate consequence of 
breakdown COMIBOL negotiations only remote possibility. 
Present military leaders obviously subject coustant in- 
citement to such action by right wing opposition. Believe 
highly unlikely they will respond for following reasons: 


oh. 


(1) Believe top officers genuinely regard themselves as 


Sservyanc> legally constituted authority. 


(2) Belicve top officers doubt military strong enough to 
seize and hold power. - 


(3) believe top military leaders have learned political 
lesson from 1952, i.e., while they anxious restore order 
they will do so as agent of political authority, not assume 
political responsibility for the bloods.ed iavoived as would 
be case with military junte. Therefore although right wing 
coup attempt good possibility prior to or immediately after 
June 5 elections believe military will support GOB. a " 


OcCryt-c/ 


ae 


Rumors of possible installation of military junta by Siles 

rifegp® last ten days. Embassy places Litte credence a 

reports... Believe rumors b've two sources: (Ll) Efforts 

both left and right oppo iow drive wedge between GOB and : 
’ 


miliceary and (2) unintiors d « peenlation on recent appointmei 
military vificers as preice! winging total of military 


prefects to seven ovt of nine (several these military men 
extreme leftists who would not juin any attempt establish \ 


porter e teb 


rightist junta). 
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724.00/7-1460 
Despatch from the Ambassedor in Bolivia (Strom) to the i 


Department of State 





Confidential La Paz, July 14, 1960. 
‘ 
' No. 20 
REF Enbtel No. yA, a j 
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YS " ErA-w LSB Ae ) athe 
suet Conversation with the President-Elect, Victor PAZ Estensgoro: 
Comibol os > 
— Political Truce OF I SHB AE He" = 
Cochabamba Valley Civil War => = 
Paz's Visit to Argentina Par -- 





on Victor Paz Estenssoro at his home at 3:30-p.m. on July 12.. “Which of 
the conversation was devoted to the Cuban problem, and this 8 portion: 


The Ambassador, accompanied by Mr. Williams and Mr. Thompson , ~chlled 8 
~ 
the discussion was reported in the telegram under | paren: 7 al 


{ ww 
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The Ambassador inouired concerning the |e teurt ion. Dr. Paz 

said that the commission on Comibol was working "seriously" and that 

immediately upon his assumption of office he would set into motion 

measures which would in time, perhaps six to eight months, improve 

Comibol's financial situation. He realized that reforms would not 

make their effect felt on Comibol for some time. Dr, Paz said he was 

concerned by the possibility that Bolivia's treasury would be empty 
* by the time he took office. He said he understood that the Government 

of Bolivia had requested the "ICA" August cash grant of $450,000 this 

month. The Ambassador said that it had been decided that the August - 

grant would not be made in July except with the approval of Dr. Paz. mt) 
Dr. Paz said that he believed he would be faced with a grave financial \> 
crisis soon after August 6 and hinted that he might have to look to the gs= 
United States for some special emergency assistance at that time. The: 
Ambassador said that while he did not have instructions to say so, he 
was quite sure that the United States Government would consider any ; 
proposals of the Government of Bolivia which were offered if they were -~ 
consistent with the political realities which the United States Govern- $ lM 
ment must take into account in its relations with Bolivia. Thus, for 
example, it would be politically undesirable for the United States 
Government to be associated in a financial way with the dismissal of JU 
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supermumerary miners. On the other hand, there might be a possibility of 
some assistance to the Government of Bolivia in a program of resettlement 

of dismissed miners. The President-Elect acknowledged the validity of the . 
Ambassador's comment. Dr. Paz said that he intended to institute certain — 
reforms including, probably, the raising of gasoline prices, the establish | 
ment of a rationing system in the mine comumissaries, and the re-allocation 

of miners to redress the present situation in which 65 percent of the miners 


in Comibol mines work above ground. 


The Ambassador said, by way of illustrating one of the things that was 
wrong with Comibol, that recently an American geologist had talked to hin, 
explaining that he had been hired by Comibol to engage in exploration work. 
He had said that if the needed exploration was to be accomplished expe- 
ditiously, it was desirable that the initial work be done, not on the ground, 
but from the air. The Bolivian Army's Geography Institute possessed nu- 
merous maps and other data which would be most valuable to the work of 
Comibol's geologists, but Comibol had not been able to obtain these data 
without paying for them. Dr. Paz added, "And Comibol does not have the 
money." The Ambassador said that this situation seemed to him to be one 
which could easily be straightened out; Dr. Paz said that he would seek to 
intervene in the situation. 


8 nderstand Amo sition es and the ° 
— a 
The Ambassador referred to proposals which had been made by Fernando 
DIEZ DE MEDINA, until recently Ambassador to Rome and the Vatican, that the 
opposition groups and the MNR mutually agree to a sort of political truce ; . 
in which they would eschew violence and c on:-their activities ly a“ 











onal means. Dr. Paz 








was willing, in his first message to nation, 
express the new & stration's desire for domestic peace and reconciliation. 
The opposition parties would then be at liberty to make similar declarations. 


Cochabamba Valley Civil War bs - 





The conversation turned to the continued fighting between Roja's and 
Veizaga,forces in the Cochabamba Valley, It was pointed out that large 
numbers of campesinos who were engaged in this activity were neglecting 

eir farms and sooner or later would be confronted with f 





3% reference is to the forces of Jose Rojas Guevara, 


leftist leader. 


1 reference is to the forces of Miguel Veizaga, rightist 


leader. 








Dr, Paz's Visit to Argentina 


The Ambassador wished Dr. Paz every success on his visit to Buenos 
Aires, especially hoping that Dr. Paz would return with a substantial 
quantity of free dollars as a result of his negotiations regarding the 
Bolivian-Argentine Bilateral Agreement. Dr. Paz said that he had been pre- 

for this part of his trip to Argentina by consulting with Mr. Clark 
of the International Monetary Fund, and he expected that he would be able 
to convince the Argentine Government to release perhaps as much as $3,000,000 
in free dollars out of the Convenio account. The Ambassador pointed out it 
was also essential to terminate the Bilateral Agreement and Dr. Paz replied ' 
this was one of his two prime objectives in making his trip. (As long as ; 
the Agreement is in force, the dollars YPFB sells to the Central Bank are ; 
blocked dollars. The bolivianos which are put into circulation as a result 
of these sales are eventually returned to the Bank for the purchase of 
free dollars which places a strong inflationary pressure on the boliviano.) 


-— -_ 





For the Ambassador: 


A 
William L. S. Williams , 
Counselor of Embassy 
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824/10/8-1660 


Despatch from the Ambassador in olivia (Strom) to the 


Department of State 


Secret La Paz, August 16, 1960. 


No 70 
sussect. COMIBOL: Dilemwm for the United States 


_ Op wn 


| It is accepted that basic to any solution of Bolivia's economic mal- 
aise is increased production of minerals, pvrincipally tin, at lower cost , 
of production. Even should petrolew or natural gas be ai scovered in 
commercial ouantities, it is the consensus that this develorment, should 7 
it eventvate, will have no percentible effect on the reneral economy for 
five or ten years. The Embassy has transmitted numerous rerorts conce 
the critical condition of Comibol, the State-owned company which manages #7 , 
and operates al] the former mines and holdings of PATIAO, ARAMAYO and ¢ 
HOCHSCHILD, and which currently operates at a net loss of $500,000 per eg ce 
month. The Department and other interested agencies are informed of i 







reasons for its losses. _In essence, the reasons are: (1) serious de- 

canitalivation; (2) worn’ out or obsolete machinery and eouinment; (3) 

denletion of existine ore dernosits and a lowering of the rrade of ore; 

© (4) the lack of an efficient exploration pvrorram; (5) an over-sunrply of 

workers (estimated at 6,000) who draw pay bul nmroduce nothing and an 

NG excess of surface vorkers (65 percent of Comibol emnloyees work above 

‘+ ground); (6) shortages of operatine sunplies such as dynamite, drill bits,’ 

icks, and shovels; (7) the high cost of operating mine comissaries; 

8) maladministration, both at the head office and at the individual 

Comibol mines; (9) the cost to the Corroration of excessive social bene- 

fits provided by the labor laws; and, finally, (10) the force of Bolivian 
S politics which has impeded or blocked those reforms wiich are necessary 

if Comibol is to become a paying vrorosition. 
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id I have already rerorted that Dr. Victor FAZ Estenssoro in his in 

3 % aurucal address on Aurust 6 termed Comibol the major economic nroblem of “e 
Bolivia, a proposition which should be evident to“Anyone who cares to 

_ know. I think it rnossible that my many talks with him helred to make , . 

him alert to the nroblem. iiowever that may be, there is no doubt that ’*' J 

: » the Government is fully aware of the Comibol oroblem and nrenared to’ mak 

A = some decisions about it. If I did not credit the possibility that ‘~ E} 

Dr. Paz intends seriously to address himself to Comibol and did not %? * gh 


x #25 
“troe. 
> 
~ 


+! 


believe that he is the only one who can do anything about it, if he Kes 


; 


j ‘tel. 65, from La Paz, Aug. 
wp (40 s 
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the will, this desnatch would not be written. ‘Two chanres have occurred in 
recent weeks: (1) there is widesrread anprehension concernine Comibol's drain 
on the nation's economy, and (2) there is recopnition in hirh auarters of the 
Goverrment that somethine must be dome about it. There is an added element of 
great imrortance: President Paz' recent election gives him and his Goverment 
@ greater freedom of action than Dr. Siles had in the closing stages of his 
administration. 


I believe that the rehabilitation of Comibo] is the key +o any early 
economic imrroverent in Polivia. I regard it as highly unlikely that there 
wil) be, durine the foreseeable future, any serious disposition on the part of 
Govermment leaders to return Comibol mines and holdinres to nrivate entervrise. 
Indeed, I suspect that the former owners of Comibol mines themselves have no 
serious interest in returning to Bolivia. Wo Bolivian with any political 
resronsibility has even hinted to me that Comibol should be licuidated and 
that its assets be offered to nrivate investors. Fresident Faz told me that 
such a ster would be "nolitical suicide". The mationalization of the great 
minine companies was and remains a major tenet of the Bolivian Revolution. 
Comibol is the chief economic symbol of the Revolution. 


Given that Comibol is the key to any inmnrovenent in the economy of Bolivia, 
it would seem that the United States is confronted by a most serious dilemma. 


--Although no srecific position in this regard has been taken at the highest 
levels of our Government, our volicy has been not to consider United States 
Government aid or to encourare American vrivate assistance to Comibo] until the 
Government of Bolivia has reached a final settlemegt with the former owners of 
Comibol's holdings. A considerable rercentare of the stock of Patiiio Mines is 
held by American citizens or by persons who are at least resident in the United | 
States. I understand that this is not so in the case of Aramayo and Hochschild. 
The Government of Bolivia has been paying "retentions" to the former mine 
owners and, according to the Embassy's information, the sum of retentions al- 
réady raid has now reached over $17 million. Recent discussions were held 
between rerresentatives of the Patifio group and the Government of Bolivia in 
Montreal, with a view toward a final settlement of the amount to be naid to 
the Patifio croup in accordance with the Government of Bolivia's commitment to 
compensate the former mine owners. I” essence, the Patifio rroup asked 4 sum 
double that which the Government of Bolivia was prepared to rive. To the 
Embassy's knowledge the discussions ended without agreement and no further 
discussions have been held. The Government of Bolivia considers that it has 
already raid to the former mine owners sums in the form of retentions apnroach- 
ine the book value of the holdines which were nationalized in 1953. (Mine — 
owners disrute this claim on grounds "book value" set was erroneous.) The 
former owners would appear to have little motive, for purely financial reasons, 
to want to reach a final settlement so lone as they continue to receive with 
each shirment of tin ore to the smelters in Enrland a portion of the value of 
the smeltered ore. It would seem likely that they would be content to con- 
tinue indefinitely receiving these retentions. | 
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So long as the croblem of Comibo] remiins unsolved, the United States 
Government cannot expect that its economic and financial assistance to Bolivia 
will have any really sienificant effect in terms of imcrovinr the country's 
economy. Indeed, in a sense, our cash grants are little more than an indirect 
subvention which serves to make up for Comibol's losses. 


It is understood that the Goverrmment of Dolivia will shortly announce 
agreed measures for the reform of Comibol. While the Dubassy mms no precise 
advance ‘nformation concerning the nature of the measures which the Government 
will mrorose to take, it seems likely that they will include the dismissal of 
many Comibol surernmumeraries, the closing of some unnroductive mines, possibly 
a rationing system in the mine commissaries to reduce commissary losses, and 
some rersonmmel changes. Such reforms, in themselves, however, will have little 
rore effect than to cut Comibol losses. 


A maior difficulty is that even if the Goverrmmert is determined to carry 
out these reforms it does not have the furris available to do so. It is esti- 
mated, for examrle, that the dismissal of 4,500 emrloyees world cost around 
$2,500,000 in severance pay and other social welfare benefits, ami because of 
the rrobable need to resettle the workers. This assumes that the Government 
would not have to pay any benefits in the case of sbout 1,500 of these workers 
who, althourh on Comibol's payroll, have been drawing disability and regular re- 
tirement rensions from the social security systen. 


Furthermore the reforms mentioned, while they should cut Comibol losses 
considerably and perhans even enable that entity to show small rrofits, would 
not constitute a lone-term solution to Comibol's nroblems. In other words, 
Comibol would almost surely be oncratinr before very lone at a deficit again 
unless other essential measures are also adorted. In short, Comibo] will 
reouire new capital to rernlace worn and outmoded eouiment, to carry out in- 
tensive exnloration for new ore deposits, to install concentration plants to 
process low-grade ores, and for other imorovenents. .-nital for these invest- 
ments is not available in Bolivia; it is unlikely the’ private foreign canital 
would be forthcomine excent on some basis whereby foreien investors have a share 
in the management of Comibol or of its individual mines, an arrangement which 
the Embassv believes the Government of Bolivia is loath to accert, riven the 
nolitical symbolism of Comibol. excert norsibly in the case of idle nronerties 
such as the l"atilde ine. Hence the Government of Solivia will be looking 
abroad for public capital. x 
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The Embassy anticirates that arnroaches will be made to the United States 
Government for substantial assistance to rationalize Comibol's operations. It 
seems most probable that overtures will be made at tive same time, also, to 
Iron Curtain countries for assistance and that, therefore, the United States 
Government will be in a soueeze, threatened with the rrosrect of important 
Czech or possibly Soviet Union economic (and political) inroads into this 
countrv, if we do not come to Comibol's assistance. 
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In sumarv, the rroblem which Comibol poses for the United States is as 


follows: Our substantial ororram of economic ard financial assistance is de- 
siened to assist Bolivia in imrrovine its econory, a cormiitior. wecedent to 
political stability, the introduction of a reign of law and order in the coun 
try, and the consolidation of a rurely national revolution which has promise 
of being a most valuable counterweicht to the Castro revolution in Cuba. Yet 
Comibol constitutes an enormous drain on the resources of the country and, to 

a large extert, vitiates prorress in other sectors of the economy which is 
being made with our helr. Comibol is the key to the cconomic health of Bolivia, 
vet our share in economic develorment here does not touch it. American rublic 
furis cannot accomrlish al] that is desired until a rrogram of reform and re- 
caritalization of Corito] is begun and carried throush. The interests of a 
small mumber of investors in the United States, the holders of Patifio stock, 
which dictate that United Stetes rublic furnts not be made available to 


Comibol, arrear, therefore, to conflict with the broader interests of the mass 
and not likely to 


of American taxpayers whose money is not accomriishine, 
accomplish, what is desired here so long as Comibo] remains such « heavy drain 
on the country's economy. I believe that the Urited States Gwernment's in- 

terest lies in assuring that the Boliviar Revolution remain a nmtional one and 


that it succeed alone the «eneral iines wiich it has now taken, 


UNITED STATES” 


THE 


I am confident that within a short time the Embassy wil) be asked what 
will be the nature and extent of United States cooreration with the Government 
of Bolivia in reorranizing and recaritalizine Comibol. I should, therefore, 
arpreciate rece vine promrtly evidance from the Derartmernt concerning the 


—— 


nature of my response to this ovestion. 


1 Vow 
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statec that there was general reluctance within the 


overnment to extend loans to nationalized industries, 


e JN 


‘+ © 
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anc that the outlook for U.S. eredits and erants was 


: uneil Camibel w ~- . 
bgative unt midol wa mpletely reorganized and mace 
7~ ‘es ~* “~~. *F ° ” . . , Ar * 
re 2°; yt ‘ . ‘ e bs *ment 1greedc . so.ution vis 
e “ e : ~~ * > = a > . ’ . R S géasta 
robiem an importar tep to ultimate disengagement of Bolivia 


from US grant aid and budget support. Desirable therefore 
that Paz administration without delay move ahead with 
meaningful and effective measures for reducing COMIBOL 


operating losses in order demonstrate with action rpt action 


] its intention resolve COMI®°L problem.” (824.10/8-1660) 




















3EST COPY AVARLABLE 8Y- 2606 


BL 34 
£2%.10/3-1060 
Telegram from the Acting Secretary of State to the 


Embassy in Bolivia, 


Secret Washington, September 15, 19€0--93:llp.a. 


6. 
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Department appreciates analysis and recomendations RE/TEL and, 
~~! 
as interis reply, tends strongly favor German financing and mmemnent 


sTATES” 


. | contract for COMIBOL over American. Department ~enerelly interested 
other tal rting nations to aid 
in encouraging underdevelcped EA countries. 
| Believes specifically that German govermmontal sources might be less 
subject than American to limitations that could affect the ability to 
supply capital to C.NIBOL and that German management personnel attempting 
hberculean task rationalize CU.[NOL would be less subject than American 


to obstructiomist tactics by political groups and Com unist-influenced 


niners. 
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Salagitter is sales and distribution subsidiary of A. G. fur Berg 
und Huetten Betriebe capitalised at 400,000,000 DM which is holding 
company wholly owned by Feveral German Government, Department . 
querying Embassy bonn re Salegitter REF tut Pie fet Se perfors 
. mixoctiwotgxn satisfactorily. 


— ' DILLON 
“ DILIAN ji 
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Telecranm from the Acting Secretary of State to the 


~~ es = F oa 


poaret Washington, November 7, 1960--8:455p.a. 
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eure of leftist and Communist groups to open negotiations with USSR on tic * = 
% 

emelter, concentration plants, etc. and that Pas, despite orientation to :: - 


> 
_— 


West, may feel compelled to proceed accordingly. (Soviets are understoad 
to have asked that offer be taken up through Bolivian Enlesay which they ~“ 


~* 


| me wen ew en Ht 
|< 
| 


STATES” 


THE UNITED 


insist should be established Moscow. ) 


OF 


To relieve pressure on Pas and buy tine to implement our imediate 


and long range plans for assistance to OO [BCL ,eROREMAIGRIRURRRRORIREIER. 
you should subject to your approval, recomend that Paz consider the 


00°F 


isog9z-ol 


following course of action (1) under no cirounstances should he pernit 


FOREIGN RELATION 
rer 


the establishment of «a Soviet diplomatic mission in La Paz since it would 
be used primarily in an effort to subvert Bolivia and to replace Pas by 
someone amenable to Soviet direction; (2) if irrestible pressure develops, 





Bolivia offer to send a mission to Moscow which would be strictly commerical 





in mature to discuss thy Soviet offer; and (3) this mission deternine vaat 


' 
| conditions are attached to the Soviet offer and wiether the Soviets are 


’ 


genuinely prepared to provide equipment and convertible currency 
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required to meet attendant Bolivian local currency requirements. 
well announce in advance that it wants to determine whether Soviets offer aid 
without any strings attachedf This play would prevent USSR from exercising 
pressure within Bolivia and would buy time until U.S. position firm, Bolivians Pe ee 
vould be able to evaluate full implications Soviet offer and consider pitfalls | 
establishnent of Soviet Embassy and presance of Soviet technicians and political _ 
agents vould pose for Bolivian independence suxctrmpummtix and duration Paz = 


administration. 
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as frequently claimed. 
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724.00/11-760 


Telegram from the Ambassador in Bolivia (Strom) to the 


Department of State 














Secret |... 7 La Paz, November 7, 1960--lla.m. 

} 229. ; 
a, os tke Yi¢fes M~Fhe 
bs ae iid 
EUR \ ——e ao 
E _N Re oy telegrams 224), 226jand EMBDES 243; poue pouched fourth. 

reed President Paz analysis political situation (EMBDES 
vie ae 


ICA willbe but after considering all evidence with great care 
I have concluded Paz government will be in serious danger 
very Soon, considering its near bankruptcy. While foreign 

_ exchange reserves of Central Bank are as large as they have 
been in more than year, they are by no means adequate enable 
Paz weather crisis. Crisis comes at time when internal and 
external leftist pressures are steadily increasing in part 
as direct result Soviet and Czech offers assistance which 

ave been most astutely timed. 


Ben 


NW 
in 
243). Unable measure what ultimate dimensions crisis : 
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> 
We decided in July we should have full-scale Bolivian policy 
November or December. This is most urgently required 
I therefore request consultation orders. 





oC ~ 


t agreed Some time ago speak graduation America in School Oruro 
Yovepber 12 and planned visit Cochabamba, T.vija afterwards, 
Should, 
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. In (tel. v0 J trom La Paz, Oct.)28, 1960, Strom rephoted qe 
that while there was great pressure on the Paz government, he we 
was not yet prepared to recommend massive, nor indeed any, 
increase in the U.S. cash grant. (724.00/11-760) 

Atel, 226 J From La Paz, Nov. 2, 1960, reported that weShe,.. 
was leaving (Nov. 11, to speak at the Colegio Anglo-Americano Oruro, 
which would furnish an excellent occassion to make a 
statement about whee the U.S. intended to deme aid in the < 
rehabilitation of Comibol. (724.00/11- 260) ~ 

< Desp. 243 J From La Paz, Nov. 4, 1960, reported a conversation 
with Paz, in which the Ambassador told the President that he 
was very worried about the current political situation, which 

Paz had been descrébing to Strom in conversations during the 
past two weeks, and which was then reaching a crisis point. 
(7s 1211-460) 

4 Desp. La Paz, Oct. 28, 1960, transmitted 


‘aa “~ 
Paz's Aide-Memoire of ‘Oct, 27, 1960, concerning the immirence 


——- 


of a political and economic crisis in Bolivia and requesting 


an immediate credit of $10 million. (724.00/10-2860) 
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Se pest CO 
eR” 
2-— 229, November-7,; +1 - er ror tater 


Should appreciate Department's decision immediately in case 
necessary name substitute for Oruro and cancel Cochabamba 
and Tarija. 


If Department agrees, wish leave La Paz November 12 f 1¢ I 
am ordered consultation hope ICA will give Hill orders also. 


STROM 


=the Department responded in tel. 145, Af 
AS +p /)ows 


Seem Washington, Nov. 8, 1960: "For present, 


we believe critical situation requires your presence La Paz. 


So 4 
« 
4 


t 


Meanwhile we giving urgent attention measures hopefully designed 


alleviate situation. " (724.00/11-760) 


“DECLASSIFIED FOR PUBLICATION IN 
FOREIGN RELATIONS OF THE UNITED STATES" 

















WY - Zorg 
BEST COPY AVAILABLE BL- 3/] 


724.00/11-960 


Memorandum of Conversation, by the Officer in Charge of 


Bolivian Affairs (Weise) 


Confidential Washington, November 93, 1960. ~* 
SUBJECT: The Critical Economic and Political Position of Bolivia 


PARTICIPANTS: Ambassador Victor Andrade | = 














Under Secretery Dillon Fy = 
ARA =~ Mr. Barall a P 5 
WST - Mr. Weise el 
7 2 ¥ 
Cohiest#e: S/S” E-2e eft 
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Sf. “an 4 # a 4 
Ca 5/P - a Ws 
JS 2 A oy —WOY py => 
as af , a a - : . gus 
ARASH © _ ee La Paz = 
? — <r = — z - 
[ Ambassador Andrade said that he wished to describe briefly the critical °* 12 
and uncomfortable situation in which the Paz Government was finding iteelf Oo 


as the result of the new Soviet drive in Bolivia. . During the past month, 
following Khrushchev's offer of e-tin smelter and tin concentration facilities 
to Bolivia, pressures from Communist and pro-Castro elements have been , 
mounting to the point where these forces are now threatening the political 
stability and very existence of the Paz Government. Ambassador Andrade 
emphasized that the Bolivian revolution is a national revolution and that, 
unlike the Castro revoluticn of Cuba which has sold out to Khrushchev, the pat 
Government of the MIR has resolutely defended itself against Communist ¢ 
domination. 
— 

The Soviet offer of a tin smelter, Andrade said, hes revived certain C 
popular concepts regarding Bolivia's dependence upon world marketing arrange-: s TT 
ments for the sale of tin, which although erroneous in some respects, were 
nevertheless widely spread, Considering that Bolivia is the largest 
producer of tin in this hemisphere and that the United States is the largest a 
consumer of tin in the world, many Bolivians do not understand why their. . 
country must market its tin through Great Britain and be dependent upon — 0 
British smelters, Many Bolivians also do not understand why the Texas City 
smelter was not built jin or near Bolivia where its operation would have been -- 
more economical and advantageous to the Bolivian tin industry, Failure of the 
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United States to give a satisfactory answer to these and other questions 
relating o the Bolivian tin problem has led many Bolivians to feel that 
the United States is not interested in helping Bolivia free itself from 
outside international controls over the world tin market, 


Bolivians also remember, Andrade claimed, that when the United States 
ceased to buy tin for its stockpile, world prices dropped, which resulted 
in substantial losses to the Bolivien mining industry, In regard to the 
US stockpile purchases of tungsten, Andrade said, Bolivians recall that 
in 1953, following nationalization of the mines, the United States Govern- 
ment refused to allow GSA contracts signed with the former private mine 
owners to be subrogated to the Bolivian Government. Andrade said he 
recognized there may have been legal reasons which prevented GSA from 
agreeing to subrogate these contracts, However, in the minds of many 
Bolivians, the requirement that ore sales to the US stockpile be consumated 
through the former companies meant only that the GOB had to pay to the 
private owners $10 out of every $54 per unit of tingsten shipped, even 
though these companies no longer operated the mines, Andrade said that 
most people were not aware of the legal or technical reasons for the 
US position on these matters and that consequently the Communists had 
exploited public ignorance by accusing the United States of having failed 
to-give Bolivia a fait, return on its sales of tungsten to the U.S. stockpile, 


Ambassador Andrade then emphasized that COMIBOL is presently confronted 
with grave and serious problems which have been aggravated by the mounting 
threats of Communist-led strikes.in the mining sector, Andrade said he 
felt it necessary to "dramatize" the Bolivian situation in order to impress 
upon Mr, Dillon Bolivia's urgent need for U.S. assistance. Andrade pleaded; 
"I do not wish Bolivia to become a guines pig of the cold war." He hoped 
that his government cculd avoid sending a mission to Moscow to discuss the 
Bolivian tin offer in view of the many political risks involved, 


~ “— i A ie ~ 

Mr, Dillon expressed interest in the Ambascador’s presentation and Ba 
evaluation of the possess Bolivian political etisis, He said that,according | 
to studies of the Bolivian tin industry made by Bolivian and foreign technicians’ 
it appeared that a tin smelter was not needed, What these studies did point 7 
out was that concentration facilities and a rationalization of the Bolivian 
mining industry were urgently needed. Mr. Dillon alsc-“indicated that the 
Department was studying the effect a moratorium on retention payments to the 
former mine owners might have, both from the economic and legal standpoint. - 
He said it was our understanding that the former mine owners had now received 
approximately $20 million in compensation through retention payments on ore 
shipped from nationalized mines, Ambassador Andrade said he felt that the 
alternativespaoposeda mentioned by Mr. Dillon would be of interest to the | 
Bolivian Government and would offer an appealing counter-proposal to the 
Soviet offer «. of a tin smelter, Mr, Dillon assured Ambassador Andrade that 
the Department would continue to give careful attention to the problems of 


Bolivia's mining industry. 
L _| 
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Telegram From the Embassy in Bolivia to the Department of 
State, November 16, 1960 (4 pages of source text), not 


dec lassified. (Department of State, Central Files) 
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Telegram From the Embassy in Bolivia to the Department of 


State, November 20, 1960 (3 pages of source text), not 


declassified. (Department of State, Central Files) 











— «BEST COPY AVAILABLE §=~~ BL-4O 


“DECLASSIFIED FOR PUBLICATION IN 
FOREIGN RELATIONS OF THE UNITED STATES” 


aetna ae 
. tr 

: “per? 
' 





37 - 2023 





(FOR STROM FROM MANN 


Department agrees every reasonable effort should be made 3 to 
support Paz regime k and understands that downfall of government 


may lead to extreme leftwing and possibly communist takeover. 


—\ 
(Embtel 247 Ar 
For this reason in addition to special assistancekprogram Dept 


has endeavored to work out practicable program for putting Comibol 
operation on sound basis as prerequisite to economic end political 
viability of any Bolivian Government. We estimate the cost of this 
program (apart from $10 million for modern concentration plants and 
facilities) somewhere in neighborhood of $10 million. This is in 
addition to approximately $4 million which is needed for separation< 
pay for 5000 excess employees and which would be partially met from 
PL 480 program. Inter-American Bank mission now in Bolivia and 
there is reason to hope Bank will give favorable consideration to 
loan possibly in neighborhood of §5 million and will be in position | 
to negotiate late& January or early February. Department encouragin 
Bank give this first priority. Department has also urged German 


Government extend exporter credit and conclude private management 





contract with Comibol. 
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| [GOOD OOO OURE OCR O SEX In addition Departmert understands | 


Williams Harvey considering $2 million loan for purchase of machinery 


IN 


and equibment. Department realizes it may be necessary to fill gap 
if one or more of these plans fall through. We do not consider it 
V “bracticabis prudent, nousner, Sven our own balance of payments situation 
7 and other problems,to sakexfitrmxsffenxsa this aspect of problem in 
advance of knowledge of outcome of these plans. 


Second part of problem is need for concentration plants and 
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Dept. 
attendant facilities (Deptel 165),intended to help Paz by announcement 


of willingness to make loan not to exceed $10 million for this purpose 


under conditions set out in that telegran. 
ro 











ans whether — 
Please telegraph urgen:iy your estimate feexkke program as 





outlined above is inadequate and if so specifically what you consider 
ioe Jj Department should do. Specifically Department wishes to know whether, 
re concentration plants,offer should be made to Paz. If $5 million 
needed for immediate aid in lieu of $10 million offer for what purposes 


and projects would $5 million be used? Also could situation be alleviatec 
| * immediate release frozen budget support and counterpart funds? | 


Your recommendations urgently requested. Werst~. 
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- contribute long-term solution COMBGL, immediate short-term assistance to 


“Central Bank consisting of balance of calendar year 1960 cash grant 





. +4 


l=. Bpertnent. accepts Embassy conclusion that aside from offer 


Pas, primarily in budget support field, appears necessary. 

2. We propose that $5 million be made available innediately to 
$1,850,000 and advance of $3,150,000 ee ee eee 
planned for use periodic cash releases in calendar year 1961. | 

3. BMBTEL 257 proposes grant aid while EMBTHL 26) proposes aid in 


form of ican. In view of (a) nature financial crisis and limited prospects ~ 
sufficient recovery in foreseeable future to permit repayment and (b) in r: 
view expectation Bolivian Government that budget support funds would be -- . 
available on cash grant basis, we inclined favor making $5 million available 


However, Embassy if it believes there are 





to Central Bank as cash grant. 
significant reasons for doing so may offer make funds available part loan, 
part grant or all on loan basis at ite discretion. You may also require 

euch prior approvals of disbursenents by Central Bank as you believe in US 


interest. (In any event such portion of funds as appears desirable nay be 
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advanced by Central Bank on a loan rather than a grant basis. If this arrange- 
nent followed repayment would be made to the Central Bank but not RPT NOT to US. 
If there appeared to be advantages to US such repayments could be earmarked for 
. wee for purposes mutually agreed). In summary Embassy may make $5 million avail- 
able on such basis as it determines most desirable and effective. 

L. FYI and for use if question asked, $3,150,000 advance from calendar 
year 1961 budget support would be made without prejudice to amount finally provided 
for this purpose, although we assume that subsequent cash grants for budget support 
in calendar year 1961 will be smaller than it would otherwise be necessary to make, 
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“sf 5S. Wo objection to provision $5 million on piecemeal basis as indicated 

“an EYBTEL 257 and to obtaining such quid pro quos as early increase in gasoline prices 
Maho (EMBTEL 264) or some or all of actions enumerated BBTEHL 257. 
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824.25/12-246G6 
Telegram from the Ambassador in Bolivia (Strom) to tv 
Department of State 


we” 
Unclassified La Paz, December 24, 1960. 


325. 





) Communique from Secretary Generel Presidency anounces 1) goverment 
USSR has officially informed GOB its willingness receive in Moscow 
commigsion technicians and economists to discuss A) tin smelter offer 

B) credits up to $150 million for technical assistance equipment ani 

new installations comibol and YPFB C) possibility longterm acquistion 
Bolivian mine production 2) GOB has reaffirmed deci«ion asend commission 
under Minister Mines discuss soviet proposals 3) commission to travel 
Moscow latter half January, 


aay 
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824.25/12-2960 
Memorandum of Conversation, by the Officer in Charge of 
» “¢ Bolivian Af fafiys (Weis) f 


‘ Confidential Washington, December 29, 1960. 
SUBJECT: Courtesy Call of Vice President of Bolivia Juan Lechin on Acting Secretary 
of State Livingston T. Merchant 


~ 


PARTICIPANTS: Juan Lechin, Vice President of the Republic of Bolivia 
Victor Andrade, Bolivisn Ambassador to the United States 
Mr. Livingston T. Merchant, Acting Secretary 
ASA - Mr. Mann 
WST - Robert W. Weise, Jr. 


eS i sg 
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Lechin said that the purpose of his visit was to strengthon relations between 
Bolivia and the United States. He said he wished to discuss two problems with y 
Mr. Merchante-the first was related to the situation of anarchy which prevailed { 
among labor in the Bolivian mining industry. The reason mineral production has. 
not declined more in the past year, he said, is due solely to the dedication of } 
the individual miner and his desire to maintain output. However, in order to C 
increase production, the miners need food, tools, machinery, and prompt payment 
of wages, elements which are lacking under present conditions, 


. 














Lechin said that many of the difficulties confronting the Bolivian mining 
industry were created by Patifio and the former mine owners because of their. 
failure to plan long range production and to make provision for an adequate 
supply of electric power, The principal cause for the decline in mineral 
production is, however, the lack of capital. } 


, 


Lechin then said that United States aid to COMIBOL:{for modern concentrat 
facilities) was a step in the right direction and that it would help increase 
production, although it could not be expected that production would reach the. 
1952 level in the immediate future, He estimated that mineral production could 
be increased by about 30% within a year after the reorgmization of COMIBOL. 
The shortage of electric power was still a factor which would continue to limit 


production, 


; ¥ . 
The second problem raised by Lechin concerned the difficulties with Which: 
| = mine workers themselves were confronted, These difficulties included | 
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miners; and inability of COMIBOL to meet payrolls when due. He claimed 
the vorkers have had to accept a lover standard of living es the result of the 
economic stabilization program imposed on Bolivia by the IMF. IMF policy, he 
said, is too strict and does not allow sufficient flexibility. He then said 
that, as a lebor leader, he was concerned with the permanent condition of 
strikes in the mines. These strikes occur not because the Bolivian Government 
is a Communist government (which he denied), but rather because the workers 
do not have sufficient tools, food and equipment with which to perform their 
tasks. These negative conditions, Lechin said, have created an atmosphere 
favorable to enemies of the Bolivian Government. He identified these elements 
which threaten the Government at present as not the “reactionarier or conser- 
vatives" but rather the Communists. He said Cuban intervention and the Soviet 
offer of a tin smelter have contributed much to the deterioration of the 
situation in Bolivia. He said the Communists vere trying to gain control of 
the rank and file of the labor movement and to displace the MNR which has had 
leadership of labor for the past sixteen years. He also said the Communist 
drive for control livia is directed towards interests ani ends akin to 
those of Bolivia. 







2 
He then turned to the United States aid program. While a great deal of 
money has been spent in Bolivia, he said, the results of this assistance have 
not been as effective as they might have been because not enough emphasis has 
been placed on industrial and agricultural development projects. The only 
exception, he noted, is in the Department of Sante Cruz, where the United 
Stetes aid program has made possible a substantial increase in sugar and rice 
production in the past year. Sante Cruz is the only province which has not 
suffered from the current economic crisis. While he said he did not consider 
that the United States was responsible for the current crisis in Bolivia, he 
nevertheless urged that our aid program te modified in such a way as to eliminate 
some of its draw backs. He said that our aid program should be directed toward 
reestablishing a favorable atmosphere for economic development as existed prior 
te 1957 when our aid became tied in with the IMF stabilization progran. 


According to Lechin, the USSR offer of a tin smelter and economic aid has 
spread a false belief that the Soviets could solve all the problems of Bolivia. 
This concept is false, he added; help to the mining and petroleum sectors of the 
economy such as is proposed by the Soviets will not benefit the people for 
sometime to come. Mr. Lechin then returned to his original premise that the . 
crisis in Bolivie is real and that there is an immediate need for emergency 
aid to tide the economy over until the middle of 1961 when the benefits of the 
reorganization of the mining industry will begin to become effective. He 
emphasized that, in order to restore confidence and reestablish political and 
economic stability, the Bolivian Government has an immediate need for loans to 


cover 
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cover current budgetary deficits. 


Mr. Merchant thanked Mr. Lechin for his statement and said that the 
Department would consider all elements of his presentation carefully. He said 
that the United States placed great importance upon the continuance of good 


relations with Bolivia, which have always existed between the two countries, 
He gaid that the United States is not unaware of the problems of Bolivia and 


that we are keenly aware of the need for economic development throughout Latin 
America. Mr. Merchant also emohasized that economic development must be built 
upon stabilization and expressed the ivvpe that the triangular undertaking 
recently announced by the United State: Governnent, Inter-American Development 
Bank and the German Government will be a beginning in the solution of Bolivia's 
long-range problems. Mr. Merchant referred to the President's Special Social 
Development Program for Latin America for which the President has asked Congress 
for an appropriation of $500,000,000. He said he hoped that when Congress 
convened.in January it would act upon this program and make the necessary funds 
available. 


Mr. Merchant observed that the United States is now in a period between 
two administrations, which makes it difficult for us as well as for our friends, 
He felt certain, however, that the new administration will not be less interested 
in Bolivia and he again assured Vice President Lechin that his statement will 
be considered very carefully by the Department of State, including other 
interested agencies of the United States Government. 
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Foreign Relations, 1958-1960, volume V, Microfiche Supplement 





CHILE 


U.S. relations with Chile 
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Despatch from the Charge in Chile (Belton)} to the y 
Department of State 

Confidential Santiago, March 21, 1958 4 

No. 957. \ 
é, . 4 
—_ Gk. F} 
- 4. rc sal 28, 1958; \Embdesp. 874, March 4, 1958; Ebdesp. 9525. 7 
M4 _ et 
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eee! Embassy Views on Problems Resulting frye an Increase in U.S. Copper a 

Tax vv se a. if 
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The Embassy already has submitted press crit{kisne” regktaing tthe proposed me 
increase in the United States copper import tax, and a note from the Minister of 
Foreign affairs expressing concern about this proposél. The Embassy (naturally tv) ra 
also is concerned about the proposal and foresees any such import causing 

serious problems in United States-Chilean relations. The following are some of 
the major problems envisaged. 






With copper being Chile's most important single export, and with the productio 
of about 90 percent of that copper being under the control of tw very large 
American companies, the issue of "copper" always is a major factor in United States 
Chilean relations. Because the industry is so important to Chile and because it 
is almost completely foreign-owned, copper problems are extremely susceptible to 
local political exploitetion. Added to these permanent factors is the complication 
that 1958 is a Presidential election year in Chile. Moreover, 1958 is going to 
be a very difficult year for Chile because of drastic drops in tax income and 
foreign exchange receipts from the copper industry as a result of the low inter- 
national price of copper (see below for a discussion of this point). 


= of =) 
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Considering the current precarious status of the Chilean economy, the appli- 
cation of any import tax by the United States on Chile's leading export will have 
e deadly psychological effect locally. The imposition and increasing of the import 
tax will be even more serious. The Embassy believes that the United States import 
tax will become a local political issue which will be exploited to extremes with 
little regard for economic facts (such as that in 1956 only 34.4 percent of Chile! 

/ "great mining" copper actually wes sold inthe United States, and in 1957 only 0) 

14.7 percent). The average Chilean is not acquainted with the latest statistics 
of the copper trade, and if all he hears and sees is that the. United States is 
impeding the sale of Chilean copper in the United Spates, that is what he will S 


believe. . 
There can be no doubt that the important Ieftist po Calvparties of Chile 


will be glad to have such an issue handed to them, on a copper platter so to ue 
and also that these parties will utilize the Issue as widely and loudly as possible) 
The Presidential campaign thus fer has centered primarily on personalities, so 
that a new issue will be most welcome by those left-wing parties who can make use 
of it to whip up, and capitalize on, anti-United States sentiment within the countr 


—_-- 
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The action office must return this permanent record copy te DC/R fies with an endorsement of action taken. 
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V The U.S. Ambassador in Chile, Cecil B. Lyon, 


> 


~ UC > s, | 


had left his post on Feb. 25, 1957; his,peplacement, 


~ 4 
-_—- c 


Walter Howe, who was met appointed until Apr. 22, presented 


his credentials on June 1, 1958. 
The referenced desp4 /” from Santiago, enclosed a translation 


’ re i CO. ~ 
of the, from the Foreign Office of Ghade, dated Feb. 25, 1958, a én 


expressing the Chilean government's concern with respect to 


the bill, s. 2998, then before the Senate, which proposed 
= a pe 4 
a copper import tax of 4 cents. (411.254/2-2858) 


J , 27 
\ The desp, “from Santiago, transmitted a summary of 


local press criticism during Jan, and Feb, of the copper import 


tax proposal. (411.256/3-458) 


at : 


The desp, » from Santiago, was a summary of continuing 


\y 
press criticism of the proposed tax. (411.256/3-2058) 
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The Embassy already hes expressed its concern over the possibility of an 
extreme-left victory in September, particulerly if economic conditions worsen 
here, Therefore, the Embassy believes that the proposed United States copper 
import tax of 4 cents cannot possibly helr in the achievement of United States 
objectives in Chile but could seriously endanzer then if the tax issue were to 
be instrumental in electing a far-left President. 


The second serious problem envisaged by the Embassy is that if the United 
States increases its protection arainst conper imports, it will become much more 
difficult to maintain Chile's cooperation in maintaining embargoes avainst shipment 

" of strategic materials to the Soviet Bloc. If the United States, by raising import 
taxes, in effect indicates that Chilean copper is unwelcome within its territory, 
Chilean cooreration on the embargo policy undoubtedly will be subjected to great 
pressure and micht well be abandoned. Certainly United States moral suasion for 
maintenance of the cooperction policy would have a hollow ring. There has been a 
great deal of talk in recent years of “trade, not aid" in United States forei-n 
policy. In the eyes of Chileans, if we cannot crant Chile more aid, the least we 
can do is let them trade. But, if Chile must seek new markets for copper displaced 
from the United States market, where can this copper go? It cannot go into the 
western Duropean market. That market already is surfeited and suppliers, including 
Chile, have cut tack production. Where then, is there another market? 





The siren song of sales to the Sino-Soviet sphere lor.g has been heard in 
Chile, despite the obvious lack of practical results from previous attempts to 
sell large quantities of copper. The Smbessy already has reported the increasing 
amount of local attention beinz devoted to possible Bloc sales of copper wire 
(see Embdesp. 345, February 21, 1958), and the press criticisms submitted (Embdesp. 
874, March 4, 1958) make frequent reference te free trade in all forms of copper. 
It may well be that the Soviet dloc really does not need Chilean copper, and would 
not buy substantial amounts. But if a United States import tax of 4 cents is 
placed on copper, the already growing pressure in favor of unlimited sales to the 
Bloc could well become an irresistible avalanche. A more serious possibility is 
that even if the Soviet Gloc does not urgently need additional copper, it might 
well decide that 1958 is the key moment for substantially increasing Chilean-Soviet 
trade relations. This would present obvious political as well as economic problens 
for the United States. The Hloc might seize this as a golden opportunity to 
acquire political ties with Chile at a relatively cheap price through purchase of 
copper even if above its own immedicte needs, 
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The final point which the Embassy feels must be given weight in considering 
possible repercussions from the increase of the copper import tax to 4 cents is 
in reference to the two American copper companies doing business here with a 
combined total investment in the neighborhood of US9600 million. Because of this 
"Yanqui" foreign-capitel nature of Chile's copper mining industry, there is a 
great deal of unfricndliness in Chile towards the companies. Only after laborious 
efforts, in which this Embassy played a significant role, was a new arrangement 
arrived at between the Chilean Government and the american companies, in the form 
of the New Copper Law, No. 11,828 of May 5, 1955. This law established new tax 
rates for the companies and did away with discriminatroy exchange rates, previous 


Not printed, (460.259/2-2158). 
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treatment accorded the companies having reached near-confiscation levels. The 
law also returned control of copper sales to the companies. In return for this 
new deal from the Government, the American companies, particularly Anaconda, 
began large new investment programs aimed at increasing copper production. 





The New Copper Law never has been accepted by large sectors of the Chilean 
public and political body, on the time-worn but still very popular basis that it 
waS a "sell out" of Chile's natural resources to foreign interests. ~The Law has 
come under increasing attack since mid-1957, when copper prices continued their 
unchecked decline and rumors began circulating about a possible reduction in 
production. Now, with prices still lower and Goverrment income from the tax 
levied on the companies! rrofits down greatly, criticism of the New Law is in- 
creasing. 





The grim realities of Chile's reduced income from copper sales may be seen 
in recent statistics. In 1956, Chile received a total of US$370,100,000 in hard 
currency exchance. Of this, the larze copper industry contributed US$196,420,000, 
or 53 percent of the total. Of the total coprer payments, USJ128,610,000 wes in 
the form of income tax payments to the Government. In 1957, Chile received a 
total of US$313,200,000 in hard currencies, with the copper industry providing 
$143,044,000, or 46 percent of the total. Of the total copper payments, only 
USS73,602,000 consisted of income tax to the Government. For 1958, the two 
american companies estimete that their total contribution in foreign exchange to 
the Chilean economy will be about US$109 million, of which only 331,622,000 will 
be income tax paid to the Government. The Embassy estimates that the y109 million 
will constitute 46.5 percent of hard currency receipts for 1958. 
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If the imposition of a 4 cent duty by the United States on copper imports 
ageravates Chile's loss of income (or if people here think it has, which is the 
same in political effect), the Embassy believes that political pressure will in- 
crease for a modification of the New Copper Law in order to get more money for 

: the Government. In fact, the Dnabassy understands on a very confidential basis 
that such a proposal already has been made in a paper prepared by the Department 
of Studies of the Central Bank. Taking into consideretion the catastrophic drop 
which has occurred already in Chile's hard currency receipts, action by the 
United States which results in cutting, or is interpreted as cutting, Chile's 
dollar income still further is bound to give rise to widespread anti-American 
feelings. This would come at a time when the feeling in Chile already is that 
the United States is not as sympathetic as it should be towards Chile's current 
financial difficulties and is not helping Chile to the degree which Chile would 
expect on the basis of the United States' expression of interest in the well-being 


of the Chilean economy. 


Modification of the New Copper Law could result in higher tax rates on copper . 
earninzs, discriminatory exchange rates, or both, plus the Government's taking 
over control of sales of copper, as was the case from 1952 to mid-1955. after 
all the difficulties encountered in obtaining the present Law and the very serious 
problems which existed for the United States copper interests in Chile, any change 
in the Law would be a serious setback to United States objectives in Chile. 
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| The Embassy assumes that there is general agreement that the long-term 
strategic interests of the United States will be served best if Chile is developed 
as a dependable source of large amounts of copper. The american companies’ pro- 
duction dropped sharply in the years of unfavorable tax and exchange treatment, 
and important expansion programs were delayed. The effect of serious changes in 
the New Copper Law could well be that the companies, particularly Anaconda, might 
have to re-examine their long-range investment programs in Chile, the result 
being a decrease in Chile's actual and potential copper production. 





In conclusion, the Embassy wishes to add its strong belief thet the increase 
in the United States copper import tax will also raise serious side problems in 
Chilean-United States relations. It could, for example, seriously affect or pre- 
clude passage of certain pending projects, such as the modification of the General 
Electrical Services Law to permit the American and Foreign Power Company to obtain 
a higher profit rate and enable it to carry out a large investment program, and 
the Government bill to permit private and foreign capital to develop Chilean 


petroleum resources, 


The Embassy hopes that consideration can be given to means other than a copper 
import tax to provide relief to American copper producers, including possibly 
measures which have been suggested in other cquerters, such as an outrizht subsidy 
or increased stockpile purchases. Such measures naturally would require the ex- 
penditure of United States funds, but at least the expense would not include 
damaging relations of the United States with a country in which we have high 
political, economic, and stratezic stakes, ~~~ 7 
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] The Department responded in instr. A-210/ to 
Santiago, Apr. 11, 1958, that the Embassy should not 
undertake a detailed reply to the Foreign Minister's 
‘ Le ntoe of Feb. 25 concerning the proposed copper import 
lA, tax, embodied ine teety but rather / should state that 
the eemnaadesers as made haye been ntoed and that the Department 
Rome —widd make every effort to assure they ane “given full 


s Th 2 heen imoenh 
— as regards any tariff action. | further stated that 


the Department generally agreed with the Emb_ assy' s 


views regarding the problems that would arise in the event 


s. 2998 were enacted. 


— 


= The Department also commented on the bill, s. je SEEN, 

= Carer « <= 

= to repeal the (peeeent suspension of import duties on copper. 
Without congressional action, the pmesen* suspension would A 


terminate on June 30, 1958, at which time a duty of 1.7 cents 


a pound would be reimposed. The Department did not propose 


to press for continuance of the duty suspension after June 30, 


N RELATIONS OF THE UNITED STATES" 


since “there is reason to believe such action would be defeated 


and the strength of its position against the major tariff 
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proposal thereby weakened.” (411.256/3-2158) 


The bills were not enacted and the amnesent suspension 


cr 


was terminated as scheduled. 
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SECRETARY SZATON URGES REPEAL OF SUSPENSICH GH 
COPPER.IMPORT TAXES ; 


Secretary of the Interior Pred A. Seaton today recommended that Congress 
repeal the @uspension on copper-import taxes which has been in effect aince 1%7. 

In recommending passage of S, 3234 which would revoke the suspension of 
copper-import taxes, Secretary Seaton seid: "The import tax was suspended at a 
time when cepper was in short supply the world over. Serious difficulties vere 
being experienced in meeting defense requirements arising from the Korean War, 
Both the Government and domestic producers vished to remove any obstacles to 


increasing copper supplies, - 

"The circumstances on which the original suspension and its subsejuert exten- 
sions vere based no longer exist, Ih the course of the past year and one-half the 
extreme shortage of copper has disappeared and there is nov an adequate sup; ly," 
the Secretary said in « letter to the Senate Finance Committee, 


Copper-iaport taxes have been suspenced since 1947 with the excertion of short 
veriods in 19% and 1951. The current ous; wsicn remains in effect « iong ss the 
price of copper is 24 cents per pound of abowe, or until Jume 30, 1954, unless 
sooner repealed by Congress. The suspended import taxes on copper are now two 9 


cents per pound vhen the price drope below 24 cents per pound and 1,8 cente ; a 
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| Ambassador Mariano Puga of Chile and Assistant 

Secretary of State for Inter-American Affairs, Rey R.—Rubottion, ae 
discussed Seaton's statement on Apr. 14, 1958. In his “ep: 
memorandum of the conversation, Rubottom stated that he explained 

that the Department was faced with two problems: "Our 

foreign relations problem, which involved our desire to avoid any 
increase in tariffs on copper which would affect Chile 

adversely, and our domestic problem, which involved the complaints 

of the industry and their efforts to seek from the Congress protection 
which they con sidered necessary.” He further stated,#® 
“The Department felt it would be hard to oppose stubbornly the 
industry's pressure for a tariff on copper but if there had to 

be an increase in copper tariffs, the least damaging would be to 
permit the old rate to be reinstated upon the expiration of tie 
suspension on June 30." The Ambassador stated that, "he 

greatly feared that if this problem could not be resolved promptly, 
there was a possibility that President Ibakez might sani is = 


visit." ( 411.256/4-1458) 


“DECLASSIFIED FOR PUBLICATION IN 


WY) 
wa 
— 
<a 
— 
YO 
(=) 
i) 
— 
— 
= 
—_ 
a 
= 
- 
a 

oO 
WY) 
= 
© 
_ 
~— 
<= 

4 
wa 
ac 

= 
So 
—— 
lw 
ie 
=) 
aw 








SEST COPY AVAILABLE Cl-3 ¥Y - 2647 





TELEPHONE CALL TO THE PRESIDENT. 





The Pres did see [banez cancelled his trip. 

He referred to what SeatonY said as being the reason. 
The Sec said .e made a bad statement from the stand- 
point of Latin American relations. He should not have 
talked about it without clearance here, The Sec told 
what he said. The Pres asked if thvy talked about it 
and the Sec said no. Our peple have but the Sec did not 
know what to say. The Pres does not know how § can say 
anything until it is coordinated, The Pres will get 


“hnerm on it. 
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TELEPHONE CALL FROM THE PRESIDENT) S-Of pF vn 
The Pres said when he talked with the Sec he had 
no idea that Seaton had made the statement on his own, 


The Pres called Sherm and told him to call S and tell 





him by no means is he running foreign affairs of the US 

and if he is golng to make statements he will coordinate 

them. In case he calls the Sec the Pres wants him to know, 

The Sec said we have the text of the Pres’ message 

NS to him., He does not in the message allude to anything in 

particular, Chile is in an excessive furor about it etc, 

They agreed there is not anything to do ~- call off the 

dinners and think about a reply. The Pres said to tell 
—/ Buchanan} to let their social secretary know, 
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725.11/%-1758 
Telegram from the Charee in Chile (Belton) to the 


Department of State 


Confidential Priority Santiaro,: April 17, 1958--8 p.m. 
692. 

=< or — e 
sé : Further analysis Ibanez decision cancel trip underscores convic- 
<5 L tion immediate cause was irritation resulting from his misunder- 
SS /ryr stending US positicn copper import tax and lack inclination or 
s* PR ability take time (Frondizi here April 14 to 16) to understand 
—— “ it. Ibanez apparently cxpected Puga obtain clarifying statement 
ov P from Secretary State or Presiden: expressing determinaticn US 
ae COP Government avoid copper tax damaging to Chile. Ibanez also 
=< t apparently assumed that in US, as in Chile, Interior is top-ranking 
= ad IRC member Cabiret and principal spekesman government policies. 
as 
OF. TOP Also likely Ibanez foresaw difficulties if copper tax should go  , 
Se OCS inte effect shortly after his return and seized on current furor jf) 

= 61) 


CIA re copper as convenient basis avoid theo. 


Whatever his truce motives (which are subject of much speculation 
among few whe understand that US Government position was not 
unfavorable to Chile and know these facts were available to 
Ibanez) his action has gaincd support among even best friends o 
US here, who feel this dramatic gesture may bring to our attent 
the neglect which Chileans feel the US has shown for Latin Amer 
as compared with rest of world. The left is particularly en 
astic and responsible rightist politicians are fearful it may b€. 
prelude to 4 sharp turn to left by Ibanez which would aid Allengé 
presidential campaign. -. OF 
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Ibanez momentarily riding unaccustomed wave popular support as cag 
Chileans almost universally applaud his decisive action in up- © 
holding national dignity in face allegedly unfriendly act by US. 
Only criticiem stems from transparently false reasons cited in 
message to Eisenrower. 
j TH considering—thie—. 
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In comsidering this whole incident, particularly the ill-gical 
aspects cf it, we must bear in oird two iepertant faccers - Ibar 
advisers acd his character. 
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Despatch from the Charge in Chile (Belton) te the \ 


Department of State, 


Confidential Santiago, May 20, 1958. 


No. 1142. 


° 


manera Policy Toward Chile Tan, 25) Ey MO} FES 0 
are do; 
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Because Vice President Nixon's South American tripjdid not include Chile, 
the following synthesis of attitudes of friendly Chileans toward U.S, -Latin 
American policy, combined with the Embassy‘s analysis and suggestions for 
possible modifications, may be helpful in the current re-examination of that poiggn 
The Embassy believes Chilean views are of particular interest because the Chilean 
free press, combined with Chile's traditionally democratic governmental pro- 4 
cesses and outlock, provide a better basis for local understanding of the U.S. than Ny 
is available in almost any other country south of the border. 





Much criticism of U.S. policy has recently developed here, It gradually 
rose above what rnight be called the normal level as the Chilean economic situa 
tion deteriorated due to low copper prices, It reached flood stage with the Z 
Department of Interior press release oi April 11 on copper tariffs, and it over- 4f— 
flowed on all sides as evidence of criticism in other South American countries 
accumulated with the progress of the Vice President's trip, nS 
real 


In considering this problem, the Embassy believes it important to bear in 
mind that a basically friendly feeling toward the U.S. exists among the majority 
of Chileans. Much of the criticism, and certainly the -most-constructive aspect of 
it, comes from people who recognize, accept, and want a continuation ofthe U.S. 
as the predominant foreign influence in this country. It is also highly important 
to remember that Chileans are adept in seeing the mote in our eye and not the 
beam in their own, and that the missing elements for which they criticize us are 
often missing because of our conditioning their supply on Chilean performance, 
which has been faulty, Nonetheless, if we want Chile to be a strong and friendly 
ally, we may have to accept certain Chilean failings and find ways to pursue our 
policy in spite of them, rather than slow down or halt our help while waiting "fpr 
Chileans to change character. 
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U. S. - Latin American policy, while recognized as basically soundtand 
accepted as helpful by most Chileans, has nevertheless exhausted its ove ft appeal 
here, We solved our major hemispheric political problems and supplemented that 

| action with a welcome reciprocal trade program during the Thirties and Forties, 
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- thus creating a reservoir of good will which has carried us a long way and still 
has significant background values, but which is no longer exploitable. Our part 
in World War II also helped to build our reputation, 











With the political problems mostly out of the way, economic difficulties 
have taken over the stage. In our efforts to help solve these by loans, grants, 
technical assistance, and arguing the virtues of private enterprise, we have had 
only limited success, What we have done has been appreciated, but it has been 
badly overshadowed by the volume of our assistance to the rest of the world, and 
by the fact that economic problems larger than any we have helped solve keep 
appearing. The net effect is one of relative neglect. At the same time, unfor- 
tunately, our expressions of willingness to help and our largesse throughout the 
world have created an atmosphere of paternalism which has caused Chile to expect 
much more from us than we have delivered, and at the same time to fail to recog- 
nize its corresponding obligations, 


Specific complaints 





Major Chilean complaints boil down to the following: 


1) U.S. resistance against commodity arrangements to guarantee reason- 
able copper prices, while keeping presumed Soviet bloc demand uneffective, 
leaving Chile, so extremely dependent on reign trade in copper, to shoulder a 
cold war burden re this strategic commodity far beyond its capacity. 


2) U.S. tendency to revert to protectionism at the expense of its friends 
in the face of what to Chile appear relatively minor domestic economic problems, 
thus forgetting our position and obligations as the leading world power. 
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3) Failure of the U.S. --or of international financial agencies which the 
U.S. could apparently influence heavily--in spite of declared intentions to the 
contrary, to provide development capital sufficient to enable Chile to progress 
enough to keep up with growth rates elsewhere and especially in the U.S., not to 
mention reducing the vast distance between our standards of living. 


4) Failure of the U.S, to distinguish within the hemisphere between truly 
democratic friends such as Chile and dictatorships. 


5) Apparent use by U.S. of expediency rather than policy in granting aid 
throughout the world, waiting until things are ina truly dangerous mess before 4 
coming to the rescue. Many Chileans feel that a serious Communist menace close 
at hand is the best guarantee of U.S. support, irrespective of the virtues of the 


recipient. 
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The Embassy would add the following additional factors which it believes | 
_ have an appreciable effect on attitudes here, even though they have not recently | 


been given special publicitys 


6) The U.S., still the world's most unscalllmeczetic country, has let 
itself be forced into an appearance of economic and political conservatism, Such 
a posture has no appeal to the average Latin, who is excited by notions and dra- 
matic examples of idealism. Our greatest triumph here in recent years was our 
action against France and England re Suez, but it has been overshadowed by too 3, 
many smaller things with opposite influencg@, — » 





7) Our policy toward cultural and non-strategic trade contact between 
Chileans and the Soviet bloc gives an impression of blind fear which harms us 
and has had no productive results to our knowledge, In most instances it is more 
rigid than our policy for U.S. -Soviet contacts, and it does not jibe with our own 
standards of intellectual freedom and freedom of inquiry and of commerce. We 
have not lived down the harm McCarthyism did us here and will not until we relax 
and let the Chileans know we recognize they are as politically sophisticated as we 
are, When we do, our approaches on problems of strategic trade and other 
Communist contacts of similar significance will carry far more weight. 


8) Chileans are not convinced that the use of force to accomplish our 
objectives has been completely discarded, They are convinced we intervened in 
Guatemala, and they view with serious concern the recent sending of paratroopers 
toward Venezuela. They worry that if they do not get enough development assis- 
tance to raise their standard of living appreciably, Communism will get a firm 
foothold and the U.S., against its will and principles, will have to intervene by 
force, starting the era of Pax Romana a la U.S.A. 
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9) We have failed to convey to Chileans the fact that the battle we are 
fighting against the USSR is their battle, and that the money we spend in Europe 
and Asia is not spent because we like Greeks or Iranians better than Chileans, 
but because those are the places the line is most in danger of breaking. Chileans 
are essentially isolationist, so this argument can't be won by talk alone, but only 
by giving them a sense of participation, 


10) Our recent interest in Africa is even harder to explain to Chileans 
than are our European and Asian expenditures, They see Africa as almost as 
remote from the Soviet orbit as South America, and any developmental assistance 
we give there as directly harmful to their own interests because it fosters the 
African capacity for economic competition against Latin America. 


ll) We have made it appear that our economic assistance is available 
aniw if it je tn he annlied according to our own ideas of economics. As a result 


~ 
> 


For documentation on the subject, see Foreign Relations, 1955-1957, 





vol. VII, parts 1 and 2. 
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we often seem to be making “free enterprise” or "people's capitalism" the 


"goal" rather than a possible and preferred "means" toward our major purpose 

of promoting economic development, Many of our aid and loan programs assist 
government and semi-government development programs. Since this is often 

in accordance with local economic theory, we should exploit this de facto situation, 


12) Chileans, as a people, undoubtedly know us, as a people, better than 
we know them, Everything, including our world position, movies, press wire 
services, USIA, make that inevitable. Yet they understand us poorly. That 
being the case, how can we expect to understand them well, They have none of 
our means to bring themselves to our attention, Our ignorance of them is 
abysmal. Our lack of interest is almost as great. They know this and it offends 


them, 


Review is called for. 





The problems above have not created bitterness in Chile toward the U.S., 
but they have created an atmosphere in which Chileans are clearly satisfied that 
the Nixon trip brought Latin American-U.S, problems dramatically to the fore- 
front. No one here excuses the excesses of Lima or Caracas, and all are quick 
to say it “couldn't happen here," They are clearly pleased, though, that one way 
or another their problerms finally reached the front pages of the U.S. press, and 
the y/reasonably sure this would not have happened in any other way, 


What todo? If we want to alleviate these problems, if we want to keep 
peace in “our own patio" and, most of all, if we want to create a strong, friendly 
neighbor out of Chile, new verve must be added to our policy. Quoting the title 
of El Mercurio's May 16 lead editorial, "The U.S. Has the Floor," But Chileans 
want to hear some new ideas from us, not more explanation of old ones. Never- 
theless it would be tragic if we panicked at this stage and started throwing money 
or anything else around carelessly, Our attitude of requiring performance with 
our assistance and of helping those who help themselves is fundamentally sound, 
We need, however, to reassess not only the degree of help they can, but will, 
give themselves, taking into consideration the social and political facts of Chile 
as well as the economic ones, Likewise, we need to reassess how we can get 
the best public relations mileage out of what we do, Lack of understanding is the 
root of much of our trouble, but new systems and techniques are needed, rather 
than more volume, 








Some Suggestions 





Following are some broad ideas for U.S, Government action which may be 
helpful in considering the situations 
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1) Take initiatives which will provide reasonable and fair solutions for 

' copper and other commodity problems, If the presently projected subsidy plan 
for non-ferrous metals is carried out, be certain it works in such a way that it 
will be helpful and not harmful to the economic life of Chile and other affected 


countries, 







2) Provide a source of financing which will enaBle Chile to achieve 
economic development as fast as the remainder of its social and economic struc- 
ture permits. Demonstrate faith in the economic future of Chile by taking long 
term developmental risks. If we are willing to loan money for balance of pay- 
ments in order to keep Chile afloat, we should be willing to loan money to enable 
her to steam ahead. By doing so, we will contribute appreciably to the country’s 
capacity to pay back the relatively non-productive loans for the former purpose. 
Let's dust off the Chilean Agricultural and Development Plan and see if we can't 
really help them get it started. 


3) Take advantage of the Chilean and other Latin American ambition to 
achieve a regional market, Let us come out four-square in favor of it--Chileans 
feel we are opposed to it for selfish reasons, Our support could make ita 
success, Besides contributing directly to the solution of a serious economic 
problem in this area, it could be a vehicle through which we could gradually help 
in the achievement of many other projects in the economic field, 


4) Channel more of our economic development assistance into sectors 
where it will have a broad social as well as economic impact. In Chile almost 
all U.S. Government, international, and private financing has gone into activities 
in remote areas or to private companies, also frequently in remote areas, where 
the man inthe street sees little direct benefit to him, A few newspaper stories 
is all he knows about it and he soon forgets that, This applies to the nitrate, 
copper, steel and coal industries, and the Government-owned electric plants, 
Loans in areas where everybody could see the direct effects, such as those for 
the railroads and the highways, have been held up by the World Bank, 
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5) As one means of fulfilling the above recommendation, undertake a 
serious effort to help remedy the tragic housing situation, We loan money for 
buildings to house machines, but we have been unwilling to help house that other 
even more important productive factor--men., In Chile this is not a matter of ‘ 
providing comforts, It is the difference between life and death for thousands of 
individuals, Out of Santiago's population of one and one-half million people, 
more than 200,000 live under tin cans, Another 500,000 are in what we would . 
call slums in the United States. There will be frost on the ground here most 
mornings for the next four months, The other day we had two inches of rain in 
eight hours, People living as millions of Chileans live can't stand such con- 
ditions and remain healthy and productive. We can't build houses for everyone 
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in Latin America, but we can give appreciable assistance, Technical assistance 

is being given but it alone is not enough, It must be accompanied by economic — 
assistance utilizing private initiative and private meaus, To tap private capital 
and private savings might help establish a system of savings and loan associa- 
tions such as we have in the United States, offering DLF money for initial capital 
in much the same way as our Government did in the early days of the Federal 
Savings and Loan System and as it now does through purchase of mortgages by 
the Federal National Mortgage Association; and we might extend FHA insurance 
to include investments in Chilean mortgages by United States private capital, 

6) Increase our PL-48Q\Title Ill program to the maximum to provide 
undernourished people the food we can't sell, Create, support, or expand school 
lunch programs and other effective distributional means, Excellent progr. 3s has 
already been made with Title II in Chile but we would like to see it continue and 


improve, 





7) Demonstrate that we do recognize the difference between a Dominican 
dictatorship and a Chilean democracy. We have already proved that giving the 
cold shoulder to the dictators is not the ideal way. Continue to treat them 
courteously and with sufficient cordiality to guarantee their cooperation where 
this is essential, Reflect the differences we recognize and feel by doing extra 
things for the true democracies, Wrap up some nice packages, some cultural, 
some financial, some political, but all of a type providing mutual benefits. 
Present them to the democracies, letting it be known we are doing soc because 
they are democratic, 
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8) We must work to get the full benefits of the impact of the helpful things 
we do here, through better coordinated publicity and more expeditious action, 
We have often announced sizable loans at times or in ways which gave us practically 
no propaganda value, Others we have not announced atall, Often we have, with- 
out remark, let the Chileans give advance publicity about large sums they were 
seeking to borrow, so when we loaned less we got criticism instead of congratu- 
lations, After advancing loans, we have red taped the procedures to the extent 
that we have created disappointment and disillusionment on the part of the recipi- 
ents, e.g. the Smathers loan to the Council of Rectors here, which was agreed 
upon a year ago and which is still awaiting legalities in Washington which are 
alienating the Rectors of all of the universities of the country, 


9) We should give life to the Inter-American Defense Board or some other 
hemispheric organization as a principal instrumentality for our defense policy in . 
Latin America. Through it we could give Chile, and probably each of the Latin 
American countries, a sense of participation in the world struggle against 
Communism, which certainly Chile, and probably most of the rest, do not have 
now, Through it we could also bring home the difference in the types of military 
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“For the text of BL, 480, the Agricultural Trade Development 


and Assistance Act of 1954, see 68 Stat. 454. 
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_ expenditures which they make, encouraging them to reduce those which do not 
have hemispheric defense value. 


10) Improve coordination of U.S. government publicity. The U.S. 
private press wire services are not subject to control, and neither are the local 
headline writers who work on their stories, Our own government public relations 
activities are, however, The extremely unfortunate press release of the Depart- 
ment of Interior of April 11 on copper tariff legislation cost us incalculable 
amounts of good will, We can blame no one but ourselves for this flub, 

11) Encourage the Pan American Union to step up its publicity operations 
within the United States. Until our own people know something about Latin 
America, it is unreasonable for them to support programs designed to create 
good relations between us and Latin America, especially if these programs may 
involve some personal sacrifice on their part, 





12) Start again the publication of a Government organ in Latin America to 
set forth our viewpoints on our policies. We are now doing very well in Chile 
having much material sponsored by us published in the regular press, This is 
not a substitute, though, for an authentic source where the definite word of the 
United States Government is available. We have many understandable and reason- 
able explanations for things we do, Because of our dependence on third parties 
to put them forth, they are less well said and lack the ring of authenticity they need, 


The Embassy recognizes that the above problems and suggestions are 
easier to state than they are to solve or put into effect, It recognizes, also, that 
the major problem of getting the Chileans to do their share remains, It believes, 
however, that a spirit of enterpr:ive and an urge for fundamental change and im- 
provement exist here. These have been hampered recently by economic problems 
arising fromm low copper prices, but they will emerge again with full force if the 
U.S. is able to do helpful things and do them in a way to provide hope and en- 
couragement to the vigorous elements within Chile, 
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Chargé d'Affaires ad interim 


‘Written with the advice, counsel and assistance of: 


Embassy: REakens, DZook, RDorr 
USOM : OSause, NLuongo, HRobinson 
USLA : GButler, HRyan 

USARMAs RDrake 
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460.259/6-1858 
Memorandum from the Assistant Secretary of State for 


Inter-American Affairs (Rubottom) to the Deputy Under 


Secretary of State for Economic Affairs (Dillon) : 


Secret i 
Washington, June 18, 1958. 


* orwe ce 2 ald i 2 


SUBJECT: Strategic Controls On Copper And U.S. Relations With Chile ; 


Problen: 


Chileans are unconvinced of the importance of security controls on 
exports of copper to the Soviet bloc. Many believe they are senseless ‘ 
and harmful to Chile's economic position. This is grist for the communist 
mill and is being exploited by the extreme-left presidential candidate 
who is coming up strong in the race to be decided by the September 4 
elections. 


Discussion: 


The communists have long claimed that U.S. pressures on Chile to 
restrict sales of Chilean copper to the bloc have been harmful to Chile, 
They have implied that all of Ghile's econonic probless would be solved if 
the strategic controls were ignored and Chile embarked on a policy of une 
restricted trade in copper with the bloc. Although some Chileans realize 
the spuriousness of this contention, it is widely accepted and is at the 
root of much Chilean resentment of the United States, At a time when 
coprer prices are falling, when the reimposition of the U.S. excise tax 
on copper imports is imminent, and when the press is full of reports of 
strong pressures in the U.S. in favor of hiking up the excise, this feel- 
ing becomes particularly strong and the leftist argument in Chile 


especially appealing. 


Senator Salvador Allende, presidential candidate of the extreme-left, 

is closely allied to the cowsunists and follows much of their line. He 

has indicated that, if elected, he would "reject the prohibition which a. 

prevents us from placing our products in any country and accepting the 

best conditions of the market". In a four candidate race, Allende is now 

running strong second to the right-wing candidate, Jorge Alessandri., It 

is far from inconceivable that Allende misht win the election. Our Babassy 

reports that Allende's campaign derives advantage from any exacerbation ——— 

of issues involving U.S. relations. He obviously benefited from the . 
@ violent anti-U.S, reaction in Chile to the Department of Interior's press 
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release on the copper excise tax. 
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From the viewpoint of U.S. interests, it would be better if any of 
the candidates other than A’lende won the Chilean elections. were Allonde 
to win we could be feced wit a pro-Soviet, anti-U.5. aiainistration in 
ome of the important countries of the hemisphere. An insight into 
Allende's orientation is contained in his recent speech (Text attached - 
Nd det At the very least, we would have to deal with an Aduinistration 

opposed to much of what we stand for in the fields of political and 
economic policy, The position of the 4750 million worth of U.c. invest- 
ment in Chile would be endangered. Allende has indicated he plans to 
introduce a bill to change the copper law in ways which have the Averican 
companies greatly concerned, Moreover, if Allende carricd out his 
announced intention of dropping strategic controls on trade with the 
Soviets, we would be faced with the necessity of a Battle Act determina- 
tion with all that would imply for our relations with the entire hemisphere, 


It is speculative, of course, whether anything the U.S. might do at 
this time could in any way affect the outcome of the Chilean elections, 
I believe, however, one action we could take, wiich would draratically 
devrive Allende of one of his stronrest taling points and would wipe out 
an issue that has long beclouded our relations with Chile, would be an 
announcement by the U.S. that it no longer objected to trade in copper in 
all formas with the bloc. 


I understand that the downrrading of international stratezic controls 
on copper is already beinre urged by several countries in the CUCO» seetincs 
now going on and that there is a pood vossibility that eventually we will 
have to acquiesce to such a downcrading. I also understand that the large 
loophole in existing controls created by the downprading of copper wire 
of under 6 mp has already resulted in a substantial uovenent of free-world 
copper to the bloc in the form of wire and that it is doubtful whether the 
downprading of other copper would lead to a significant change in the supply 
availabilities of the bloc, 1 further understand that the chances of our 
obtaining agreement within COCOM to uprrading the controls on less than 6 


my copper are negligible, 


It is pertinent to recall that for some time the conamists in Chile 
argued that Chile's economy was suffering frow U.S, obfections to Chilean 
trade in nitrates with Communist China and that there would be a significant 
improvement in Chile's balance-of-payments position and in the position of 
the ailing nitrate industry if Chile could only take advantave of the 
"trenendous" potential market that existed in commmnist China for Chilean 
nitrates. In 1954, the Chilean Government finally consulted with us on 
this point and was informed that we did not object to Chilean sales of 
nitrates to Commnist China, Since that date, to our kmowledge, not one 
pound of Chilean nitrates has been sold to Communist China and an effective 
communist propaganda arrument has been eliminated, 
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I understand thet inforration aveilable to the departuertal officers 
concerned with strateric controls indicates that continuation of existing 
international controls on exports of copper to the bloc will not have « 
significant impact on Soviet military capabilities so long us copper in 
the form of wire is available to the Block. In these circwstaces J.J. 
initiative in agreeing at this tim to the eliuination of these controls 
would remove an issue damaging to our relations with Chile and with other 
copper-produciny ami trading countries, could hel; to forectall the 
possibility that « pro-Soviet aiministration airpht be electod in an 
important country of the Western Hemisphere, and thereby could .ake a 
contribution to U.S. security interests wore substwtial tha: sirtenance 
of controls which apparently no longer serve a significant purpose, 


Re compe nds tion: 
Accordingly, I recomend that the Department: 

1. After appropriate consultation with other a encies, arree 
to remove copper from the embargo list in the forthcoming Consul- 
tative Group nerotiations. 

2. Give prompt notification to Chile of the Consultative 


Group decision in order to obtain saximm advantage in |.5.- 
Chilean relations, 


Concurrence: 
L 


AAA 0S4 sassarer asap 6/18/58 
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825.2542/7-14S8 


~~ . — . ~ . 
seiegram from the Ambassador in Chile (Howe) ¢< 


the Department of State 


Official Use Only 


1S. 


eel 
ats “ 

‘Foreign Minister expecting question in House July 15 re 
Chilean commitment on sale strategic copper question 
reportedly based on article appearing local press on July 
13 from special correspondent at UN pointing out Chile has 
no UN commitment on sale copper but Chile's only compitment 
due obligations under Battle Act. Foreign Minister stated 
he would attempt forestall further discussion copper UN 


forum pending COCOM decision. 
f 


He also advised new report from Chilean Ambassador Paris. 
alleging various governments western Europe not interested 
removal copper or only interested removal copper in manner 
favoring African producers. He unable provide details any 
proposal favor African producers but reiterated his feeling 
important US take positive stand for removal copp-r from 
strategic list in manner equitable all producers, 


HOWE 


Alabama : 


e% Beas , 
’ i* oOnmor \ Lif 
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725.11/9-2458 
Memorandum from Robert M. Phillips of the Office of i 


West Coast Affairs of the Bureau of Inter-American 


] Affairs to the Assistant Secretary of State for Inter-American 
} v Affairs (Rubottom) : 
i 
: Confidential Washington, September 24. 1958. 


SUBJECT: Position of Chilean President-elect on Major Issues 


In ic and private statements both before and after the September 
4 Chil presidential election, the apparent President-elect, Senator 
Jorge Alessandri, has been generally forthright in stating his position 
on most of the comestic and international issues facing Chile. His views 
on some of the more important problems: 


Presidential Role - Expects to be a strong leader, not under obliga- 
tion to anyone. 





International Affairs - 





Relations with U.S. amd Free World - Would contime basic J 
Chilean foreign policy as part of rree Worle... Friendly to U.S. but 
not subservient. Wants closer relations with neighboring countries hd 
and the rest of Latin America. \y 





Relations with Commnist bloc - Not stated, but not likely to ~ \ 
favor closer relations with the bloc. ~~ 





Defense - Would prefer to devote funds to economic development 
but feels he mst keep forces at reasonable parity with Argentina 
ard Peru. 
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Foreign Investment - Favors foreign investment as best means of \ 
increasing productive capacity without requiring new sacrifices v5 
from the Chilean people. 


Ss 
Foreign Aid - May seek some foreign loans in order to con lidate VM 
short-term debts, but hopes to rely primarily on better use of Chile's «| 





own resources. Does not expect a “Marshall Plan" for Latin America. 





Foreign Trade - Import prohibitions should be eliminated, but ~*~ 
certain (unspeciried) import duties should be raised to protect T 
A national interests. Doubts feasibility of Latin American common 
market. Favors reciprocal trade arrangements. J 
Domestic Affairs - 5 








oes - Chile's basic problem is increasingly high cost “MA. 
or production. Wages and social security benefits should be related to%, 


VSent through Ernest V. Siracusa, Director of the 


Office of West Coast Affairs. 
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productivity. Freer competition will encourage productivity. 
Agricultural production should be stimlated. 


Government Finance - Govermment should decrease expenditures, 
take smaller share of business profits, and withdraw from fields 
more suitable to private enterprise. Administrative reform is 
essential. Tax revision and codification is urgent. When copper 
prices are high, part of copper tax proceeds should be reserved 
for periods when prices are low. 





Credit Policy - Dislikes credit restriction as the main tool 
of inflation control since it tends to curb production. 


Exc e Rate - Favors realistic exchange rate, but has not 
commit ' to rreeing rate. 


oe - Wants a national housing program with centralized 
authority. 


COMMENT: In summarizing Alessandri's economic objectives, Embassy 
Santiago suggests that same over-enthusiastic U.S. press reports or his 
election may lead people to believe that he will rollow a policy of 
austerity anc will effect profound and favorable changes in the roreign 
anvestment climate. The Embassy believes that Alessandri, in view of 
his expressed resentment over crecit controls, is more likely to loosen 
rather than tighten monetary controls. The strength of the leftist vote 
in the presidential election woulc also indicate that Alessandri may 
experience consicerable difriculty in achieving many of his economic 
objectives, including the encouragement of foreign investment. 


While Alessandri's job will not be an easy one, we are samewhat more 
optimistic than tne Empassy with regard to his chances of success in 
the fielcs or monetary policy ami foreign investment. The lM believes, 
and we concur, that the primary objective in attempting to control Chile's 
inflation is the reduction of governmental expenditures. if Alessandri 
can make headway on this, there may be room for some relaxation of credit 
to the private sector. The restoration of financial stability in Chile, 
it Alessandri can achieve it (and his record as Finance Minister indicates 
that he is fully aware or the perils of inflatiofi), would do more than 
anything else to restore the economy and tc improve the climate for foreign 
private investment. How Alessandri will get along with Congress remains to 
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, » A handwritten marginal notation by Siracusa reads: 
"Ac far as stability is concerned, assuming he can do what he 


wants, Alessandri seems alorpt too good to be true. But I wonder 


if such a program can win political support and mss popularity." 
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, IMF cabled Central Bank October 22 to effect further 
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rewings 
under stand-by arrangement contingent upon “adequate action" 
to bring Chile into compliance with its undertakings. 


~~ |} 
Mackenn2.Central Bank advised Embassy that funds decision ~£ 
plared Chile in serious foreign exchange situation. He has obtafpe 
executive approval raise Central Bank's selling rate immediately 
by 20 points to 828 (maximum possible without causing price 
increases, especially of gasoline). Central Bank is so advising 
fund and calling their attention compliance on agreed issue 
limit. Proposed depreciation would narrow spread between bankers 
and brokers market to around 150 pesos, compared with spread 
of around 300 pesos in September. 









Without scheduled fourth quarter drawings from IM, private 

banks, EXIM Bank and ICA totalling 13 million dollars, Central 
Bank faces estimated exchange deficit cf 11.1 million dollars 
at end of year. Without further drawings bank estimates ite K . 
foreign exchange reserves (other than gold) will be exhausted 
by around November_8 due in part necessity meeting 2.5 million . 
dollar payment EXIM Bank October 31. ee om 


Ibanez administration willQ ae 





Timing IMF cut-off most unfortunate. 


take no steps alter situation beyond what Central Bank proposin tS. 
to IMF. Embassy believes it neither fair ror wise to force new i> 
administration within its first days of office to meet critical ee 
exchange situation due irresporsibilities old esdministration. ae 


There is great optimism in Chile over Aleseandri government. 
Believe one of his first acts will be endeavor bring “ord@ 
Chilean finances. Embassy urges Depart:ment encourage, ‘IMEC take 
account political implicaticns suspension at this nee Bang | Tdnore wnt pera m 
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SUBJECT: Chilean Financial Situation. 


I suggest that you read the attached telegram from Ambas- 
sador Howe in Suntiago. A 


The Department has consistently taken a firm line with regerc 
to Chilean compliance with the undertaking agreed to with the DF 
and the Export-Import Bank a few months ago. In fact, our line has 
been tougher than that taken by the IMF itseli, which, when con- 
fronted with a decision in New Delhi rer rding lest month's drawing, 
overruled the recommendation of its s* ff and per itted the drawing. 
we had fully supported the staff recommendation. 


How, however, it seems dowliful political or economic wisdos 
to deny Chile the funds which it desperetely needs just as the new 
administration is coming in, given the fact thut a firmer line was 
not taken against the Ibanez regime. It is our nope that Pre- 
Siugent Alessandri will have a much more business-like administra- 
tion than his predecessor, and his new Minister of Finance, Roberto 
Vergara, strengthens our hopee But the new administration should 
not be put in a financial straight jacket in its first days and 
weeks in office. Even though the real culprit would be the previous 
regime and its lack of fiscal discipline, the tendency would be 
to place the blame on the IMF and the U.S. for denying this drawing. 


we hope to have a favorable decision from the IMF today, 


based on: (1) Chile's formal request for the drawing, and (2) Chile's 


request that the IMF send an officiai there immediately to review 
her situation. 


I shall be in touch with you if we encounter difficulttes. 
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| crisis immediately on taking office. However, impression here is crisis now & 

so imminent as Mackenna alleges, IMF stand-by and related credits are not 

rpt not only recourse. In pinch modest amount involved in Oct. drawings 


could be borrowed from commereial banks or obtained as tax advaneses copper 
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S ¢ eligible utilize all fourth quarter drawings. We understand IMP willing = 
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“i 7] eend mission about Nov, 8-10 if requested. Aleo our impression IMF aware ; 
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ne } if he indieates willingness move in right direetion, M. 
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| inevitable, Sooner this eccurs more obvious will be that action made 
necessary by policies old edministraticn. 

Important discourage Mackenna ides US can be used to pressure Df 
or that Eximbank will make releases independently of If. End FYI. 

Suggest tell Mackenna (1) Dept. understands from U.S. Executive 
Director that IMP has not rpt not received request for Octeber drawing 
(2) in order avoid crisis Mackenna fears, strongly urge GOC request If 
mission come soonest discuss circumstances under which drawing eligibility 
could be restored (3) proposal move bank rate only 20 points probably 
unsatisfactory to IM, particularly in light earlier assurances more 
“rapid depreciation, |/ 
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Discussed firarcial a:¢ o-her protters feacirg new government | 
at luncheon meeting tocey wi™1 *- se Fi -.. 2, Foreign 
Rela-ions, Defense, Banco Cerlic. ..i4i3, and others. 

, 


They view firancial prctliens ex «ine bert certain explode by A 
March rext year unlecs they obttain substantial outside 
assistance to enable them mect obligations in both foreign 
exchange ard petos urlil »2tsures which thsy are determined 
tske begir beving effe:: 





Feeling situation urge... GOC wes pirenning c24¢ mission 
Washington next week “» Lar greuccwork for acgotiation 
neceszary lean agrtcot: =*. Wo “ws @ su: .seced in dissuading 
GOC from this pre scuvs s.* 407 Lut 48 alcerrative have agreed 
recommend that cousp::.* sicctos come here from Washington 


_ a 
study situaticn c= the creond. Virgara baz promised have 
Statistics and progii tart in souer ouch group within a 
week. Have son*tiuetily stressed tmporlines having such program 4* 


designed cope with dif:io.it cituscicon fic :2d through 1959 and 
even more importertly % chow Chiie'e vant determination do 
what she can for hevecl:. Vergara anc ct'ere appreciate this 
and have repeatecly iodine cid ‘heic determination develop and 
carry through realio.ic, sucttcc program. 
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GOC hae reached agreti<c . with IM* miosion nsw in Chile under 
whic! drawics: wlll te pormittac trreugn and cf year (Embassy 
telegram 189). ‘Tis irciccss 1) adjusting tearking exchange 7 
rate to reilistic tosis, which Vergara said and 2) new agreement ;-. 
on credit restricticry acd govarc~ert berrywing from Central 

Bank would be done prompelys. Agreceent with IMF mission repre- 
sents importan* firs: ciep ead shows willingness new adginistra- 
tion come to grips with sec air tintnclal problems. eve 






se * 
‘ ‘ 


7: 





eo *Wen,”.° <P~w. ~ Leek * 28. cre Yee =" 





° .* 
a “ * ;° f S . » . #7 
— ’ ** - ~ S« _* . 
> «2. . -*. P *, o *. , ”* o* "A » 
* ‘ ‘ . ° ®@ . -* * 
. . 
° . . 
» - ‘* ’ . > = a . 
af - 
; 
‘ +’ 
4 - “* .* _ 7 
> °. *-* * 
: ad “~* . 6 ‘ ‘ 
= , 








> ial te whe elle ps 
or 





this and any other help which IMF may be able extend most 
useful. However, scope IMF mission too Limited provide conm- 
prehensive analysis situation on which United States policy 
could be based. 
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Urge United States mission arrive here if possible on December 
eight. Suggest it have both eccnomic and political represen- 
tation from Department and that representatives also be included 
from Treasury, EXIM Bank and possibly DLF. Believe such mission 
would be extremely helpful because greater accessibility factual 
information and key Chilean perecrrel in Santiago will provide 
opportunity assess financial crisis in relation to over-all 
politico-economic situation and fiscal prcgram new administration. 
Would also give chance working with GOC officials while formula- 
tion their program in early stages. Realize that such a mission 
would not be in position to make commitment, but would hope that 
if facts developed by mission confirm urgent need, Washington 
would be prepared to act promptly. 





I feel prompt despatch to Chile of such a mission is absolute 
minimum we can do to support and bolster confidence of new 
government at this stage. I am having lunch with President 
Alessandri probably on Monday next wock and I feel it is 
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important to our position in Chile to te able to tell him at ited 
that time that a mission will arrive early in December. ,- —| oe 
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“ Dect wishes erphasize there full realization here that new idrinistration 
faces serious problems. US agencies pleased note GOC has reached agreement 


with Dw mission and hopeful Chile will fulfill program interiz targets. : 


Esbassy should continue encourage GOC look to US for advice on payments and 
stabilization problems. US disposed cooperate with a sound, constructive 
program which “olds out the promise of lasting achievement and encouraged 
elieve Alessandri Administration provides basis for such cooperation. At 
same time Dept concerned that unrealistic expectations may be developing 

on part GCC and Chilean public as to extent Chile "entitled" to and nay 
expect obtain US financial assistance particularly for balance of payments 
roblems. FSelieve you should emphasize to GOC desirability avoiding 


eliance cntolance of payments assistance (while Chile naintaining 
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highest levels imports in history, in large part for current consumption) 
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is likcly place on obtaining productive development 
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825.00/12-958 


Telegram from the Acting Secretary of State 


- to the Embassy in Chile 


Confidential Washington, December 10, 1958--6:2l1p.m. 
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Dept disturbed VIAL allegation GEE officials claim US insists on 1100 @ 


before willing consider assistance, and approves your energetic clarification 


including statement importance we attach to GOC fulfillment commitments to § 


Believe you might make similar clarification to officials who may have 


Misinformation 
been source of VIAL's Intupmmkion if you consider advisable. It is er 


to avoid direct involvement heated political situations such as that now curr 
in Chile that US consistently refrains from advisifig other governments on, 
specific internal economic stabilization measures including exchange rates 

and instead urgesthem consult and reach agreement with competent internat ional 


agencies. 
Would appreciate more details on agreement with Anaconda on exchange rate 


viegn which sounds like disturbing proposal return to discriminatory rate ay. 
Cate for Gran Mineria which existed prior new deal copper lawy . vA 
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Drafted and approved by Siracusa. 

“/The referenced tel, from Santiago, Dec. $9, 1958, &. 
reported that the Embassy was infrimed that Alessandri's 
nationwide radio address on Dec. 10 would emphasize the chaotic /¢f: 
condition .-. government finances, the need to peu financial 
assistance, and the necessity of a realistic exchange rate. 


(825.00/12-958) 


= Reference is to the statement of Senator Carlos Vial 
Espantoso, Director of the Central Bank and spearhead of 
the opposition on the exchange rate program, which’was also 
reported in tel. 225. 

The International Monetary Fund had just completed its 
fourth mission to Chile that year. The mission, which arrived 
on Nov.’ 10 and worked through the week of Nov, 24, inquired 
into the reasons behind Chile's non-compliance with 
monetary and exchange commitments made conditional to renewal 
of the Stand-by Arrangement of April 1958, which 
called for the establishment of a realistic banking exchange 
rate by the end of 1958, and suggested measures which the 
new government might be willing to take to restore Chile's 
eligibility to draw against the Fund's resources. Documentation 
relating to the IMF missions is located in decimal files 


824.10 and 398.13. 
Tel. 233,7 from Santiago, Dec. 12, 1958, stated that Howe 


had conveyed the message to Vial, and it reported further on the 
agreement with Anaconda to forego savings in production costs 
from peso devaluation, stating that the Finance Minister had 
assured Anaconda officials that this would not be a return to 
descriminatory exchange rate treatment of large mining companies 
but was expedient to enable the Government of Chile to 

show the public that the copper companies were not reaping large 


windfall profits from exchange devaluation. (825.10/12-1258) 


A detailed explanation of the windfall profits agreement 
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is contained in a memorandum of conversation between 
company officials and Staté Department representatives, 


sent,uncer cover o! desp. 628 / from Santiago, Dec. 18, 1958 


(825.10/12-1858) 
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‘erorancum of a Conversation, Santiago, Jaruory <0, i959 —— 
A Vv: 
Contivential Linit Distribution 
= 
SUBJECT: Economic Program of the Alessandri Administration and Problems 
Which It Faces : 
PARTICIPANTS: Sefior Roberto Vergara, Minister of Finance, Economy and Mines | 
Sefior Eduardo Figueroa, Chief Assistant to the Minister of Finance 
Ambassador Walter Muller, the new Ambassador to the United States — 
Ambassador Howe, U.S. Embassy ' 
Mr. William Krieg, U.S. Bubassy | 
Mr. Raford Herbert, U.S. Embassy 
Mr. Robert Eakens, U.S. Embassy 
i : 
> At a luncheon- meeting today, various aspects of the Alessandri Adminis- 
~b, tration's economic program and the problems it faces, both with International 
—-. Monetary Fund and from a domestic political standpoint, were discussed at sane > 
< Si Vergara came to the luncheon straight from the Congress where he had been at 
s% in constant hearings for several days on the Goverrmert's recertly submitted 
S* wage and economic and financial legislation. He was frankly discouraged at 
“'% being caught on the one hand between the attitude of the Congress, which already 
Sw had weakened the Administration's program with larger wage adjustments than had 
“<& been proposed, and on the other by the tighter attitude of the Fund, as reported 
Gi by Pigueroa. Vergara nevertheless felt that in spite of the pressures in iy 
<= S Congress the program would go through without being weakened too much, either > 
Ac 4&8 a result of restoration by the Senate or use by the President of his veto. 
<= At the same time the attitude of Congress made it clear that the program proposed Tae 
O== by the Administration was the most that could be hoped for, ‘0 
aoa ‘ 
°& Figueroa had gone to Buenos Aires on Friday, January 16, for a discussion wa” 
with representatives of the International Monetary Fund the following day. he 






Costanzo was tied up and was not availa + hour discussion roe 
Jones and Eugenio Bertens,. : 





- According to Figueroa, the discussion was very discouraging. Figueroa felt 
the attitude of the Fund had changed greatly, and had become much harder in what A 
was being demanded of Chile than was the case in the December discussions with —_— 
Jones in Santiago. Figueroa thought this reflected a greater lack of confidence e 





in the Alessandri Administration and a degree of self-confidence brought on by 
she Fund's success in reaching agreement with Argentina. ’ 





Mi V drafting infor ation appetred on the source ‘ext. The memorrntun of | 


conversation was transiitted to the Derart-ent of State unte~ cova. *f despatch 








. BEST COPY AVAILABLE whi aig Ha Cote | ~ 


rom tiese = iC i 
en 


| Figueroa took a draft reply to the Fund's letter of December 24 with hin 

| to Buenos Aires for the discussion, The December 24 letter of the Fund indicated 
the conditions which Chile would need to meet in the first quarter of this year 
to draw the quotas provided for under the current Stand-By Arrangement which : 
expires on April l. 


. 


The one suggestion which Chile made with respect to the ceilings ws that 
instead of a monthly quota of 8 1/3 million dollars from Central Bank exchange 
sales to importers a total figure for the three months be set of 25 million 
dollars to allow greater flexibility. Jones indicated that he was in complete 
agreement with the draft reply except for Chile's position with respect to these omen 
exchange sales. Figueroa did not explain why Jones considered a lump sum figure + 
for the first quarter a problem, or how firm Jones seemed to be on this point, 
Jones indicated that the Fund would like to have the letter signed by sameone 
other than Maschke. Vergara said that legally Maschke was the only one who could 
sign but he did n&w say timt there was not some other way to meet the Fund's 
requirements on this point. Although not mentioned in Figueroa's memoraniu, 
Jones indicated that the Banco Central should be completely reorganized, 
apparently with the objective of eliminating the Congressional members from 
the Board of Directors and possibly others. Vergara said hewas already working bo, 
with Radical Party leaders to see what could be done about changing the complexion 
of the Bank. He thought there was a possibility that this might be accomplished and 4 
he was going to continue to wrk on it although there also was the possibility 
that he might be defeated. He also felt that no change in the law would be 
possible until after Congress had acted on the Administration's economic proposals. 
Jones also considered that a change in management was essential, this apparently 
being aimed at Maschke, especially, but also at lackenna,. 


As indicated in the Figueroa memorandum, Jones and Bertens questioned various _ 
aspects of the Administration's stabilization program and also indicated certain a 
requirements that Chile would have to meet in reaching azreemert with the Fund. 

They thought the wage increase should be less and th.t the idea of general ana Fone 
automatic adjustments should be eliminated as soon as conditions permit. They we 
made an especial point that any housing program should be financed exclusively 

from private savings, They said that the adjustment made in the exchange rate * 
from 835/837 to 989/991 was not adequate and that the establisiment of a sinzle Ps 
exchange rate responsive to market forces is a sine qua non of a new agreement aiw 
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with the Fund. They considered that a cut of 10 percent should be made in the 

budgeted government expenses, that priority attention should be given to making - 

State enterprises completely self-financing through economies of adninistration ry 

and increases in tariffs, and that the pvernment's investment program should be 

so limited as to provide only for completion of existing projects, the initiation _ 

of new projects which would be financed with foreim loans not being justified in ' 

the existing circumstances. They recommended a drastic revision downward in the 

amount of the arrastre to be paid off. Upon completion of the current Stand-By 

Arrangement on March 31, they did not consider any further credit expansion —_ 

justified for the next year since prices already had reflected the currently * 

proposed read justments in wages and any expansion would therefore be inflationary. a 
eee 
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They recommended that the entire import deposit system be abolished, al! goods 
meade freely importable, and several groups of comnodities established with 
tariffs varying according to essentiality and high enough to yield more revenue 
and to control imports. 





Vergara, Figueroa, and Muller made it clear that they were in accord with 
almost all of the foregoing measures which were advocated by the Fund repre- 
sentatives. They felt, however, that Cnile was being likened too much with the 
case of Argentina, that the situation was quite different in Chile, and that 
therefore the means of achieving the desired goals would also have to be 
different. An important difference is the fact that Frondizi's party has control 
of the Congress and the army is accustomed over the years to be used in the 
control of Argentina. These things make it easier for Frondizi to take strong 
action and back it up with military force where required. Chile, on the other 
hand, is a democratic country split up into numerous political parties, with 
an army not accustomed to participating in politics or control of the econany, 
and with the present government having minority support in Congress. 





One point that Figueroa stressed was based on two talks which he has had 
with President Alessandri since his return from Buenos Aires, This was the 
President's fecling that he has to try to do something about the unemployment haa 
situation and that he simply cannot take any measures which would increase e 
unemployment. Figueroa and Vergara believe that the policies advocated by 
Jones and Bertens would have this effect. Vergara emphasized this point at 
considerable length, pointing out that he could not see how tecimicians from 
the International Monetary Fund could be so wrapped up in their figures and s0 
cold-blooded as to advocate policies which would increase unemploymert and 
starvation. 


While stressing his agreement with most of the mecsures advocated by the 
Fund officials, Vergara raised the question several times as to what would be 
the attitude in Washington of the Eximbank and the DIF if Chile would achieve 
two-thirds or even possibly 75 percent of the program which the Fund repre- 





sentatives outlined. He thouch it would be possible to go most of the way but Pee 
left no doubt in his feeling that Chile could not mect all the requirenents. o 
Later on, Figueroa indicated that he thought it wild be possible to negotiate te 
out the differences with the Fund on all points except two. These relate to “3 


housing and to credit. While he and Vergara did not consider the announcement ‘ae os 
of a flat 10 percent cut in goverment expenditures practicable, they were sure : 
this objective cald be achieved or perhaps even more, Figueroa expressed the 
view that the desirable way to put part of the people back to wrk was in a 
housing progrem., The Fund representatives apparently left the definite 
impression that this was one thing to which they could not agree. With respect 
to credit, Figueroa was not very explicit, except that he felt that holding 
credit at a fixed level from April 1 onward simply was impossible. According 
to Figueroa, this was a big change in the position which Jones had taken in 

his talks with them in December. At that time he agreed thet increases in 

the money supply were justified as physical production expanded and as prices 


rose for reasons other than the government's fiscal and monetary policy. In 
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Buenos Aires, however, they took a very r'icid attitude that there should be no 
further increases in credit after April 1, for the reasons indicated above, and 
it was obvious that Figueroa felt hurt t!at the Fund representatives should thus 
raise the ate in view of his sincere efforts to meet their requirements. 


Vergara expressed particuler interest in knowing what the Enbassy grvup 
thought of their program. The Ambassador indicated that taking account of tlie 
political realities in Chile he considered the program sound and that he thought 
people in Washington were generally sympathetic with respect to helping Chile. 

He went into considerable detail in emphasizing the importance which the U.S. 
Goverrment attaches to Chile first caming to an agreement with the Fund on its 
economic program. This is not because the U.S, wants to hide behind the skirts 
of an international agency but rather because the Fund is in a better position 
to deal objectively with this kind of problem. In addition, numerous countries 
are seeking help from the United States and these requests can be handled on a 
more effective basis and better procrams developed by the countries collaborating 
with the Fund. Vergara and Figuerca indicated their recognition of the soundness 
of this position and the reasoning behind it. While he could not say just how 
much help would be extended or in what form, the Ambassador said he felt confident 
help would be availeble once Chile had reached arreement with the International 
Monetary Fund. Vergara was particularly interested in knowing what the attitude 
would be of U.S. lending agencies if Chile succeeded in getting a “Light~green" 
signal from the Fund but not a full "green light" endorsement. In reply the 
Ambassador said that in view of the importance U.S. agencies attach to a country 
reaching a prior agreement with the Fund, he could not say what their attitude 
would be unless there was a full agreement. 


As to the Administration's program generally, Fakens indicated it wuld be 
helpful if thet part concerned with credit were reduced to concrete terms, 
Mentioning that all measures thus far taken by the Administration for increasing 
the availability of local credit had been sound and non-inflationary, he said 
the President had indicated his disagreement with the credit controls which had 
been in effect during the last two and a half years and that this had given rise 
to concern in Washington that the Adninistration's actions in this field were 
going to be inflationary. He said the same concern was felt over the Adminis- 
tration's housing prorram. Vergara said thet they were taking measures to 
place the Chilean economy on a dollar basis ani to ercourage the use of dollars 
to finance imports and exports and relieve the pressure on existing local credit. 
While the results had not been as great as he expected, he said this was beginning 
in a small way to have the desired effects. 
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/ Walter Muller Hess presented his credentials to 


President Eisenhower on Feb. 13, 1959. 
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Memorandum from the Assistant Secretary of State for 
Inter-American Affairs (Rubottom) and the Assistant Secretary of 


State for Economic Affairs (Mann) to the Under Secretary of 


State for Economic Affairs (Dillon) 


Confidhetial Washington, February 13, 1959. 


SUBJ: Anticipated Chilean Recuect for Financial Assistance [7 =", 


Problems 


The Alessandri Government, inaucurated in November 1955, claim 
that the restoration of economic amd financial stability based on the 
private enterprise is its prime objective. Havever, the economic 
prorram it has devised does not give promise of achieving this end. 
Moreover, the Administration has dragred its feet on working out a 
satisfactory stabilization arrangement with the IMF, and the Govern- 
ment has announced that about $100 million of foreircn loans will be 
required for budgetary and balance of paymens support. Ir. Ficweroa, ; 
Special Ascistant to the Minister of Finance arrives in Vaeshington ~~ 
February 16 to open discussions on external « ‘sistance. 





Recorure ndations 





While it is in our interests politically to support the Alessandri tf, 
Government, and while its application of a sound economic progran will ' 
entail certain political risks, we believe that financial support in | : 
the absownee of an effective stabilization prorram will serve neither cf, 
Chilear. nor U.5. interests in the lone run. Further, it is our tenta-- v 
tive view that Chile could co throuch 1959 without new balance of 
payments loans from U.5. official sources if a serious effort is made rr 
to adhere to an adequate stabilisation prorram. The budeetary deficit ~ 
is an internal problem not aopropriate for external financing. This 
and other stabilisation problems should be worked out in cooperation 4 
with the IF. 4 


« 


initial position that the Chilean Government should first reach arcree- 
ment with the Dif on a stabilization program. We should further 


j 


/7~~ Therefore, it is recommended that the U.5. Government take the 
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indicate our belief that if an adequate stabilization progran is 


implemented, it should be unnecessary for Chile to add to its heavy 
foreign debt burden.) i should add that we are confident that if there 
is an adequate sta zation program, development credits for Chile 
will be forthcoming from appropriate financial institutions. To 
denonstrate our support for theAlessendri Government, we should be 
prepered to indicate to the Chileans at an apropriate point in the 
discussions that the Export Import Bank would be willing to open credit 
lines? to cover acceptable economic development projects on the condi- 
tion that Chile reach prior agreement with the IMF on the renewal of 
the standby expiring next month and show satisfactory performame 
under its terms. In this connection, we should also be prepared to 


point out the possibility of DLF loans. 


Discussion: 





The Alessandri Administration came into office in November 1958 
efter 2 campaign in which it advocated a program aimed at correcting 
the financial disorder - chronic inflation and balance of payments 
disequilibrium - of the Ib4nez Government. Under the latter, the cost 
of livine had risen by 63 per cent in 1955, 38 per cent in 1956, and 
17 per cent in 1957, and then 32 per cent in 1958. Since early 1957 
money supply increased by about 70 per cent despite the use of almost 
$120 million of balance of payments loans from the Dif, Eximbank, ICA, 
and private U.S. banks. During part of this period, the Chilean 
financial problem was aggravated by declining copper prices as the 
average price fell from 0 cents in 1956, to 27 cents in 1957, and 25 
cents in 1956. However, the basic causes of the inflation were the 
chronic fiscal deficits and the extraordinary expansion of crodit. 
The resultant internal monetary expansion fostered a heavy demend for 
imports, which despite the sharp decline in export income, rose to 
historic hichs in 1956 and 1957. 


During the election campaign, Alessandri attacked the large fiscal 
deficits, the use of credit for speculation, and reliance on balance 
of payments loans. He came out for a businessman's Government which 
would restore the financial health of the country. After taking 
office, he showed some vacillation in pursuing a coherent economic 
program and soon appeared to have lost the initiative reouired to put 
forth a full stabilization effort. For example, one of the major 
complaints of the IMF with the Ibd4nez Government had been that the 
latter had maintained the peso at an excessively anpreciated rate of 
exchange thereby draining foreisn exchange reserves. The new Minister 
of Finance initially took a strong position for a sizeable devaluation 
of the peso but he agreed to accept only about half of the deprecia- 
tion he had requested when the opposition took advantage of the 
Government's indecisiveness. Since then, the Government has unified 
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Uhe dual exchange market in accordance with IMF recommendations but 


it is now too early to assess the impact of this measure on the joer: 
reserve position since there is no assurance that the rate of exchange = 
will be permitted to move with the market. c— 
In a series of radio speeches and in its submission to Congress, Coie 
the Alessandri Goverment indicated that it expected to request ag 
budgetary and balance of payments loans from abroad am showed little r= 


liking for fiscal and credit restraint. The budget now before Conzrees 
envisages a global deficit of about 210 billion pesos ($210 million) of 
which 60 billion pesos is reouested to cover unpaid bills from the 
previous Administration, 75 billion for public works incluing housing, 
and 70 billion for wage increases. The Government expect: to finance 

100 billion pesos of this totel by increased tax revermmes aid has 
indicated that it wishes to obtain the remainder through foreign 

loans. President Alessandri has written a letter to President Eisenhower 
recucsting him to use his influence with U.S. institutions in regard to 
prospective Chilean loan a»plications. On February 16, Special Assistant 
to the Minister of Finance, Firveroa, is expected in Washincton to 





hold discussions with the Df and with the U. S. Government arencies dl 
on these loan possibilities. cared 


The IMF discussions will be necessary since Chile is not now A. 
eligible to draw the $6 million for the first quarter of 1959 remaining * 
in the standby arrangements largely beceuse no agreement was reached 
on a satisfactory rate of foreign exchange sales by the Centrel Bank. 
It is now hoped that a revised one-year extension of the standby agree- 
ment expiring in March, can be worked out between Chile and the IMF 
which would require Chile to maintain budgetary, monetary, and foreign 
exchange policies aimed at achieving financial stability. 


. : , 
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During 1958 the Ib4nez Administration used about $0 million of oes. 
balance of payments loans from abroad. For 1959 it is anticipated te 
that the average price of copper will be about 30 cents compared with Pen 
25 cents for 1958, which would give Chile an increase of about $30 Ms oa 


million in dollar earnings. In addition, there remains the $6 million 
undrawn under the standby for the first quarter of 1959. Then further 
resources of $12.5 million may be available from the IMF and the onal 
private U.S. banks, if the Chileans reach agreement with the IMF on 

renewal of the standby. Therefore, Chile will have available in 1959 

in additional foreign finances about the equivalent of the balance of 

payments loans made to the previous Government in 1956. Foreign debt Goer 
amortizations, however, will probably require unusually heavy payments 

this year, perhaps about $20 million more than last year. About $25 & 
million of the total payments due are owed to private U.S. banks. The ‘ 
Chilean Government has indicated that it may be able to secure private 
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U.S. bank loans to cover the latter amount especially sine the U.S. 
copper companies have expressed a willingness to assist in obtaining 
such loans by granting any windfall profits from the recent devaluation 
of the peso for the service of these loans. In summary, it appears that 
the Chilean Government will have adequate resources to meet its balance 
of payments requirements during 1959 and that with a serious effort 

at stabilization imports can be reduced from their present hich levels 
so that there may actually be no need to borrow from the private U.S. 
banks on balance of payments grounds. The budgetary deficit is a 
problem for Chile to resolve in cooperation with the IMF and it 
certainly cannot be financed by U.S. funds. 


Therefore, we take the initial position that no additional balance 
of payments loans should be made to Chile from U.S. official sources 
during 1959. It is clearly recognized that the new Administration 
requires same evidence of support from this Government especially since 
Alessandri has based his political future on close economic cooperation 
with the United States. Alessandri is a political independent who 
commands no real party allegiance and has shaky and heterogenous 
congressional support. He was elected over a stronq, leftist- 
commnist supported candidate by a very narrow margin, and there is 
real reason to believe that in the event of his failure, a drastic 
swing to the far left in Chile might occur. 


To meet the political and economic recuirements of this situation, 
we propose that the Chileans be informed at an appropriate point in 
the necotiations that the Eximbank would be willing to open credit 
lines to cover acceptable economic development projects on condition 
that Chile reach prior agreement with the IMF on a renewal of the stand- 
by and show satisfactory performance under its terms. We believe 
that a credit of between 530 and $550 million would be appropriate, 
but no indication of the amount should be given to the Chileans until 
after the agreement with the IHF is signed. The announcement of 
credits would not need to wait until negotiations for the individual 
projects are concluded. In addition, the possibility of loans from 
the DLF can be pointed out to the Chileans. There should be no great 
difficulty in working out excellent development projects as the Eximbank 
has on file applications for over $0 million, including a paper mill 
and electric power works. The IBRD has been considering for some time 
large-scale highway and railroad projects on which action has been 
deferred because of inflation. The DLF has on file applications 
totaling $16 million and a recent report by the USOM in Santiago 
indicates the existence of other projects suitable for DLF consideration 
to the extent of $108 million. 


Cleared: Fil - JPYoung WST = dASilberstein Eximbank - Pollack 
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Dear Mr. President: 


Ambassador Muller has handed me your letter of January 
rtieth,\ which I have read with great interest and 


sympathy. 


l appreciate the seriousness and extent of the economic and 
fiscal problems confronting you. It is gratifying to note that 
in facing up to these problems you attach great importance 
to a free enterprise system and monetary stability in your 
plans for Chile's future. Surely these concepts must be the 
basis of any economic program which holds promise of real- 
izing the better life, in freedom, that we earnestly desire 
for our peoples. In particular, I am convinced that in Chile, 
as in many other developing countries, a successful attack 
on the causes of inflation is essential to steady economic 


growth. 


L 


It is not surprising that the Communists are seeking to 
create difficulties for your program. Since these men abhor 
freedom, they will surely endeavor to thwart the efforts of 
the Chilean people to achieve that ful] spiritual and material 
life which can only be realized in a free society. 
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You are to be congratulated, Mr. President, on the effec- 
tive steps you have taken to inform the people of Chile of the 
high purposes of your program. Iam confident the Chilean 
people, whose fine qualities and dedication to democracy 
are so rightly admired, will support your enlightened and 
courageous efforts in their behalf. 


lam eure that you are fully aware of the economic assist- 
ance extended to Chile by the United States in the past. I 
am taking steps to see that the economic problems you outline 
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in your letter are brought to the attention of the appropriate 
officials of this government who will be glad to discuss sym- 
pathetically with your officials mutual problems of economic 
and financial interest. 





I deeply appreciate the confidence you have demonstrated in 
providing me with the full and candid exposition of Chile's 
problems which your letter contains. Please be assured, 
Mr. President, that I] will follow closely your efforts to bring 
stability and prosperity to Chile, for these objectives are im- 
portant to the people of the United States. 


With expression of my high esteem, 
Sincerely, 


/s/ Dwight D. Eisenhower 
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His Excellency 
Jorge Alessandri Rodriguez, 
President of the Republic of Chile, 


Saptiago. 
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SUBJECT: Chilean Request for Financial Assistance 


FA 






= 
<a ~ = 
Sr. Eduardo Figueroa's discussions with the IMF and with . 
the -Treasury-State teamjare still] continuing, we thought you yu 
might like to have an interim report. The if and U.S. representatives 
engaged in ‘hese discussions seem to be generally in agreement that 
Figueroa hes presented Chile's case in a fraik and persuasive manner. 
He will probably be able to go back with a reasonably attractive package. 


#e umcrstand that the D7 and Fiyuerce, with the anproval of Financ . 
Linister Verrara, Imve now reached arreenment in orinciple on all pcints é. 
involved in « proposed new ctand-by arreenent. The acreement has been 
drafted by the IF in the form of a letter to IT lamein: Director 
Jacobsson to be siened by Vermrn and Central Denk Chairon laschke, and 
the draft letter will be mnded to Fim eroa tocer for forwarvine to 


- assuming thet the a rocment is rcirm haschke wr,’ Tin it hard 
0 pws Aly, It should be posrible to serelep a cta deby mckare tc taling 
v53-E ndilliong Procticsally : of tilts woulda be new mors53 “6: il) fea 


woule come from the stil! unutilised fircequarter 1°99 drawinrs (IF, 
Exintenk/ICA and private banks), 320 million fren Tressury, LF and private 
bank: credits available but not scheduled for drawing under the ctand-by 
exniring this month, (2.5 million as th remaining talance of Chile's I'?¥ 
quota (the only new roncy), and $25.3 as a relle-over of previcus orivate 
bank stand-by er: cits airewdy vtilised ard duc to be remeid in 1% ° (if 
Fiewueron can nevotiate thi 
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in with the banks concerned). Uriler the oreposed 
ctande-by with the D2, Crile would not make re-ular monthly drowinrs as in 
the past but would draw onl; as needed ly the Central Dank to rrevent 
excessive fluctuations in the exclanve rite, 





“he IY ms inrorne!] Firewero th* it sex mM Objection to tl rononed 
ne ~otiation of a 2°O miliion i from the lew York tonks. ‘he IJ ‘ws also / 
informed firucron that it would lave no objection to Chile's accentznee oF , 
edditioml fcrci¢n fimeneinl as istanc. for cconerle dcv lopment purposes ~\ 0 
provided ti is can | tilised in a non-irflintiomry nonner. ‘his is where Yo \C 
the U. S. arcncies cone in. 7 
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The U. S. term has had four three-hour mectines with Figucrea, and 
at least one more mecting will take place. Besides the 350 million loan 
Chile will seek from the New York tanks (in addition to the $25.3 million 
roll-over for the new stand-by fund), Chile wants 250 million from us to 
cover the balance of an anticipated unfinanced budget deficit of 3100 
million. We believe that the Chileans have not been cntire ly realistic 
in assessine their financial] prospects, particularly in recpect of their 
balance of paymonts positicn and the inflatiomry impact the budret 
deficit would Imve even if it is financed by borrowing from abroad. We 
believe, however, that our analysis of the financial situation has been 
useful to the “hileans and my help to persuade them that a somewhat 
smaller amount of aid in 1959 will meet their immediate noeds and ese 
the transition to 1960, when they propose to balance their budrct without 
foreicn eid. 








Levertheless, both DU and U. &. representatives recognize the 
desirability of helping President Alessandri to cope with his delicate » 
interral political situation, We realize timt the extension of the aid 2 
they are seeking involves tice calculated risk tliat it ma, not cure the "A 
inflationary problem, but this appears to be iets tlan the risk involvadi - 
in doing nothing for Alessindri. 


The U. S. team is awiitin: additional dat. or mic d by Fir-uero which 
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>» oe ould emble us to determine just icw much assistance we sirht feasibly 
-. shen and for whici: purposes. Detween the re vwlar and su,;lementary budgets, 
S= we micht be able to pick up about 025-26 million representing proposed = 
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< Negotiations(were completed by May 23, 1959. When 
the Fund agreed to a renewal of its stand-by arrangement 
with Chile, the balance available was increased by $2.5 
million, to $8.1 million, in support of new policy measures 
adopted in order to terminate inflation in Chile. This 
program was also supported by loans of $28.93 million to be 
administered by the Export-Import Bank and $53 million from 
U.S. commercial banks granted in May 1959. In addition, the 
U.S. Treasury increased the amount in its exchange agreement 
with Chile from $10 million to $15 million. The Export- 
Import Bank also stated that it was preparing to complete studies 
involving prospective credits of ancut $25 million to private 
companies in Chile. International Monetary Fund, 


Annual Report of the Executive Directors for the Fiscal 


Sof 
Year Ended April 30, 1959( Washington 19s9f), P Die 
‘ 








a. 


= , ble <our te fext. J 


” 
iad 
— 
< 
— 
zw 
oe 
| 
ze ww 
oe 
a 
S 
~ tal 
of = 
oS - 
Ei 
Su 
ae 
us 
— < 
be eed 
-_ 
Via 
2 
30 
J 
Sa 
: © 
ve 












sestcory amuse Cl ~ 20 wes 
wo * 
ARA| Files, Lot 62 D 31,)"Copper” 


Letter from the Officer in Charge of Chilean Affairs (Phillips) 


to the Ambassador in Chile (Howe), Lo 





Confidential Washington, April 8, 1959. ° 


-: wear ar. Anbasseder! ; i Fe FO 

Besar tae “Sy enclose two ochd-emplemshery pemoranda concerning a recent forte, 

s+ a- ‘+. propesal by the Office of Civilian and Defense Mobilisation te sell ~ ‘.‘*s/ 
some 128,000 tons of copper held in the Defense Production Act : YY 
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Bebassy, nor should any sliusion to this letter be made 
in official communications. As and vhen CCDM comes up with « * 
’ 
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SUBJECT: Disposal of D.P.A. Inventories of Copper a \) 


Recommended Position 

It is recommended that in the Cabinet discussion on this subject youu 
take the following position, which is consistent with positions already 
taken at the working level: 

1. The Department fully appreciates the desire of the CCDM to dispose 


of the copper held in D.P.A, inventories, ani will be glad to cooperate in 
the development of a sound disposal plan for this purpose at an approprizte 


time. 

2. The present tim, however, does not seem to be an appropriate one, 
and the Department is definitely opposed to undertaking any sales of D.P.A. 
copper at present. 

3. Since rumors have had an unsettling effect on markets, there is 
need for a public statement to the effect that the Goverment is not con- 
sidering the sale of any copper at this tim, 


4. When the time does come to dispose of the D.P.A, inventories, the 


plan of disposal should be carefully designed to avoid urmecessary distur- 
bance of the markets, and in particular it should specify a reasonable cut- 


off price below which sales would not be made, 





S. As the time for disposal draws near, but before final decisions are 


— ley Ae ecessary for-the State Department to hold meaningful “con="" “~~ ~~ 
sultations Tat least a week to ten days in advance) with certain governnents 


having a substantial interest in the matter. 


? 


Background 





About 136,000 long tons of copper are held in D.P.A. inventories (not 
to be confused with the strategic stockpile, where the ho of about 
1.0 million tons are close to the maximum stockpile objective), Governor ; 
Hoegh,and his Deputy, Hr. Price, fave been under pressure to dispose of - 


‘ 
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excess Goverrment holdings of various materizls, and in the past few weeks 
they have been pressing hard for disposal of the D.P.A. copper. 


Their aim has been to sell 10,000 tons in the course of the coming two 
months and the balance of 126,000 tons later in the year. Rumors have 
recently been circulating in the mjor copper markets to the effect that the 
OCDM is about to liquidate the entire D.P.A. inventories of copper. The 
strong for several months, has dropped rather 
sharply in the past two weeks, som quotations by 6-0 percent. The OCD has 


: 
i 
; 


Some of the damestic copper fabricators and brass mamfecturers are in 
favor of Govermment disposal of the D.P.A. holdings, but the major producing 
companies, led by Anaconda, are opposed, The Interior Department is also r 
opposed to the action. A strong group of Senators from the mining states, -\ 
led by Senators HMurrayjand lansfield,/have pushed through a resolution saying 


that the release of part of any Governmental inventories of copper at this 
time would cause “incalculable damage" to the security and well-being of the 
country. The OCDM, and particularly Mr. Price, have been under sharp criticisn 
in the trade press and in the Senate. The Senators have asked for public 
assurances that the D.P.A. copper would not be sold, 


The Labor Department probably has reason to oppose the action at this 
time, because the copper mining companies are in the early stages of wage 
negotiations which may lead to extensive strikes. A disposal of Government 
holdings of copper at any time prior to the final settlenent of the wage nego- 
tiations and the conclusion of a new wage agreement would probably be regarded 
by labor as a strike-breaking measure. On the other hand if there should be 
strikes and if the CCDM should wait until after a now wage agreement had been 
concluded it might well be possible to dispose of the D.P.A. inventories of 
copper at favorable prices and without incurring serious objections. 


Copper is the mainstay of the Chilean economy, accounting normally for 
60 to 70 percent of the country's hard*currency earnings. Any move on the part 
of the United States Govermment which had the effect of pushing copper prices 
down seriously would be considered an, unfriendly action by the Chilean Govern- 
ment and people, Chilean sensitivity in this regard was draratically demon- 
strated last year when President Toaneéz cancelled his a tee vyAsit........ 


favored action by the Congress to advance the date for lifting the suspension 
of the copper excise tax. “a. 


' 

Copper is of importance also, in lesser degrees, to Peru, Mexico, and 
Canada. These countries, especially Peru, have protested our imposition of 
import quotas on lead and zinc, and they would undoubtedly protest disposals 
of copper at this tim. 


al 


¢ our Administration ~*~ 








S¢€- 2¢97 


Cl|-2a 


BEST COPY AVAILABLE 


wSILVLS G3ILINN FHL 40 SROILV138 NOI JNO 
KI KOILYDIIGAd Os 031 41SSV19 30, 











—_ SY ~ €697 
SEST COPY AVAILABLE Cl- 23 





SUBJECT: Chilean President's Views on (1) Meeting of Anverican Foreign Ministers, 
(2) U.S. credits to Chile, (3) IP-Latin American relations. 
IN (70M UE 








PARTICIPANTS: President Jorge Alessandri of Chile §2 2° nt 
Minister of Finance Roberto Vergara Ch Aa 3 
Secretary Herter 
Assistant Secretary Rubottonm . 
COPIES TO: S/6.25°? ST. 2 \ ff Santiago 
4 E- 7 , Lima 
IMF = US Bfec. Dirgetor . 
" E : 
= - Im .2 
- REA 
reese reteset 
= 
& At the invitation of the President, Secretary Herter called on him at 5:30 
ws Tuesday, August 12 


way in which Chile, as the host country. hed managed all matters relating to 

the conference in a way which rreatly redounded to its credit ond made an important 
contribution to the success of the Meeting. The Secretary csrecially wishea to 
coment on the statesnaniixe and efficient manner in which the Foreiren Minister 
Gon German Vergara, had conducted the plenary sessions of the meeting and on the ' 
contribution which he had sade towards resolving a nweber of the wore difficult . 
situations The President, in thanking the Secretary, said that, in truth, 
there, had been the possibility of difficult situations created by the Cubans 
both in the meeting ond by the non-authorized arrival of the two planelosas of , 
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" The President opened the conversation in French, expressing his satisfoection - 
- at the way the “eeting of Foreign Ministers had come out and his great pleasure 

% that it had been possible for Secretary Herter to atterd the conference. te 

= continued thet he was pleased that the meeting hed been held in Santiago as rer 
=< he felt it had given the Foreifn Ministers of the other American Republics an ren 
G Opportunity to see .t first hand that Chile has both a democratic and rcesronsibie A. 
“ government. Secretary Herter replied that he, too, was very pleased with the s 
& results of the meeting and that he wished to complinent the President on the tod 
¥ fer 
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Cuban plane with Rail Castro and that he and most of those who accompanied him 
would be admitted to the country although two of his companions, who were armed, 
were being held at the airfield. The President said, however, that neither he 
nor the Chilean Government would take any official cognizance of Castro's 
arrival, as whatever invitations had been issued to the Cubans had come purely 
from individuals representing opposition political groups and the Cubans them- 
selves had never even visited the Chilean Embassy in Haane to learn whether 
the visit would be acceptable to the Government. In sum, the President thought 
the Cubans had lost a ywreat deal of prestige by the manner in which they had 
behaved and had only succeeded in making themselves ridiculous. The Secretary 
again complimented the President on the way in which the ©“): lean Government had 
handled this pctentially difficult situation, which wae strictly in accord with 
Chilean laws and regulations and to which nobody couid have valid objection. 


The President then continue’ that his government was grateful for the 
financial assistance received from the United States through the series of credits 
which were recently approved and emphasized that the present administration was 
a responsible one, seriously concerned with putting Chile's financial house in 
order and establishing its economy on a firm basis for growth. Here Mr. Rubottom 
mentioned the reneral respect in which the present Government of Chile was held 
in the United States and added that he ventured to feel that Chile was not alone 
in showing this sense of financial responsibility, mentioning specifically the 
efforts being made by President )rondizi to improve the situation in Argentina, 
and the program just now being developed by Sr. Beltrfn, the new Prime Minister 
and Minister of Finance of Peru. The President agreed that these developments 
were ali encouraging and mentioned that Sr. Beltran had been following closely 
for the past eight months the development of the proyram in Chile and had indi- 
cated that it would have a strong influence on his own plans for Peru. 


The President went on to say that he felt that the International Monetary 
Fund needed to show more flexibility in dealing with the problems of the under- 
developed countries of latin America. He emphasized that, while Chile was 
perfectly satisfied with the treatment it had received, in his opinion it was 
not necessarily sound policy to apply the same type of rules which might be 
applicable to the highly developed countries of Western Europe to the nations 
of latin America, and that, unfortunately, this alleved rigidity of the IMF 
often resulted in the United States bearing the brunt of the criticism. The 
Secretary then pointed out that, as the President knew, the United States did 
not control the IMF but that we felt it was important to work through and in 
close consultation with it and the other international lending agencies. The 
President replied that he of course did realize that the I’F was an international 
and not a United States arency, but, nevertheless, the fact remained that the 
United States was often blamed for policies which, in his opinion, were frequently 
too inflexible. He then went on to say that even the U.S. lending agencies 
frequently seemed to demand more of sound responsible governnents than they did 
of irresponsible governments which did not have the courage nor will power to 
take steps to put their own houses in order, While he didn't mention any specific 
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countries, he implied that both the United itates and the international lending 
agencies should have sufficient confidence in responsible governments, such as 
his own, 80 as not to insist on tying them up with strings which were frequently 
tighter than those applied to more irresponsible governments. 


Comment: While the President specifically said that he vas 
not complaining of Chile's treatment by the I/F, 
information reaching the Enbassy from other sources 
close to the povermment sugrests that in fact the 
governnent, or at least some of its high officials, 
may be chafing somewhat under some of the restrictions 
placed upon it by the DL?. 


e 


The Secretary stated that he was very appreciative of the opportunity to 
converse with the President and to hear some of his views. The Secretary 
continued that both during the nepotiations for the credits and in the arrange~- 
ments leading up to the Meeting of Foreign Ministers, Chile's Ambassador in 
Washington, Mr. Walter Muller, had gained the respect of all the people in the 
State Department and the cther U.S. goverment agencies and he wished to assure 
the President that Chile was extremely well represented in Washington and also 
that the U.S. Ambassador in Chile had his entire confidence. The President 
replied that he had known and worked with Ambassador Muller for many years and 
that it was because of his confidence in him and respect for his judgment that 
he had asked him to undertake the important mission in Washington. In closir.7, 
the President asked Secretary Herter to convey his sincerest greetings and best 
wishes to President “isennhower and expressed once more his pleasure at having 
had the opportunity to welc me Secretary ierter to Chile and to talk with hin. 
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Me. Rubottom said we hed beer greatly concerned to learn from our mabessy | 
in Santiago that Chile had received an offer from the Chinese Cormunists to 
buy 50,000 tons of copper wire and sheets and that the Chilean Governtent was 
thinking of permitting the sale of as much as 30,000 tons. Although the U.S. 
Government would not make formal objection to the proposed transaction, we 
believed Chile should be concerned with the impression likely to be created 
in the U.S. and other countries by the magnitude of this sale to the Chinese 
Communists. We were particularly disturbed to see Chile become apparently 
the primary target of Chinese Communist overtures in Latin America, and we 
considered that this might have serious political implications for Chile's 
relations with the U.S. and other countries of the hemisphere. 


—7 
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Arbassador Vuller said this was the first he had heard of this development 
anc that he, too, was concerned over it. Nevertheless, he hoped we understood 
that the Government was facing a difficult internal political situation and 
could not afford to risk criticism that it was obstructing commercial trans- 
actions for political reasons. The Government was very much concerned with 
developing markets for Chile's exports, and it realized that the presently 
favorable copper market would not last too long. In fact, in recent conver- 
sations with the "lew York rerresentatives of the copper companies operating 
in Chile, the Ambassador had been given to understand that world production 
of copper next year would exceed demand by approximately 10%. It was for 
this reason that Chile was particularly interested ir finding new markets for 


its copper. 
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"vr. Phillips seid that, following the removel lest year of stretegic 
controls on copper, Communis* China had been eble to get all the copper it 
wanted, chiefly from the U.K. and West Germany. The switching of Communist 
Chine's purchases to Cliile would in no way effect world copper derand. The 
Chilean Coverrment might ask itself whether there was any commercial reeson 
for Communist China suddenly to offer to switch the bulk of its copper purcheses 
to Chile. We were inclined to believe thet this offer was largely or entirely 
motivated by political considerations. Mr. Rubottom pointed out that the sele 
of even 30,000 tons would represent in value considerably more than the total 
of Letin American experts to Communist China in 1956. Since we hed made 
special efforts to assist the new Government of Chile, as one closely identi- 
fied with our om principles, we would undoubtedly be called on--if this sale 
went through--to explain why the Chilean Government hed apparently become so 
deeply involved with the Communist Chinese. Not only would this complicate 
relations between Chile and the U.S. but it would also weaken the opposition 
of other Latin American countries to the growth of Chinese Communist influence 
in this hemisphere. When he had been in Santiago in Nay, Mr. RKubottom hac 
expressed? to the Minister of Foreign Affairs, the Minister of Justice anc 
others, our concern over the obvious campaign the Chinese Communists were 


| waging to develop relations of all kinds with Chile. 


Anbassecdor Muller said his Government was aware of the Comrunist bloc 
interest in Chile and that it was trying to deal realistically with this 
Situation. He gave a brief resumé of his earlier conversation with Acting 
Assistant Secretary Snow concerning the Chilean Government's prepcsal to 
send a trade commission to the bloe countries (see memcon August 26), ile 
also mentioned that Communist China had arranged to buy 10,000 tons of nitrate 
from Chile and that the Chilear Government hed not received any indication 
thet we might object to this. If 30,000 tons of copper seemed tc us an ex- 
cessive amount for Chile to sel] to Commnist China, wiet would we consider a 
reasonable amount? 


Mr. Rubottom replied that it was not ovr purpose to try tc tell the 
Chileans just how much copper they might reascnably sell to Communist China. 
We hoped they would realize that this was a sensitive pcliiticel situation in 
which any sale might create a problem for them and for us. The Chilean 
sovernmment should not be under any illusion that our China policy might be 
changing. As the Awthassadcr knew, tlic U.S. distinguished between Corrmmist 
China and the European Soviet bloc. Ever though the CPR and the USSR shared 
the save ultimate aim of Cormunist domination cf the werld, the CPR has been 
unique in its flagrant disregard of the principles of the United Nations, as 
most recently demonstrated by its actions in Tibet and other places, 


A particularly sensitive aspect of the proposed transaction, Mr. Rubottom 
ecrtinued, was that our Export-Import Bank now had under consideration loan 
applications subnitted by two of tue tiirec copper fabricating firms in Chile, 
and we understocc that these firms would expect to participate in this sale. 
We hoped the Chilean Government would understand that it could be extremely 
evbarrassing to all concerned if it became known that an agency of the U.S. 
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| Govérment uns considering lencing money to a foreim fire which would use | 
U.S. funds to develop fecilities for trading with Commumist Chine while 7.5. 
firms are forbidden by lew to engage in such trace. y 


: 


Mr. Phillips asked the Anbassecdcr whether he had seen « study; on copper 
prerarec by W.2. Grace & Co. which was fairly optimistic concerning coprer's 
prospects over the next few years. The Ambassaccr saic he knew of this stuly +. +4 
and hoped its optimisn would prove to be justified, bet the Chilean Goverr~ent -_— 
was worried primarily by the probability of a weak copper market in the sm 


particaler year 1960. 


(Mr. Burr called Mr. Phillips at home the morning of October 24, saying 


that he wished to verify one point in yesterday's conversation before re- by =>. 
porting by cable to the Chilean Foreign Ministry. The Exbassy was particularly Big 
interested in knowing just how much copper the U.S. Government thought Chile 
might reasonably sell to Communist China if it did not sell the proposed 30,900 Stes nga 
tons. Wr. Thillips said he thought that no official of the J.5. Governtent — 
could cr should attempt to set a quota fer Chile's possible copper sales to 
Communist China. The Departrent had no intention of reopening the question cf 
international strategic controls on copper. The issue posed by the Chinese 

offer we considered to be a political one, and, in this context, ve | main dl 


Communist 
hoped the Chilean Government realized that the less business it did with 
Communist China the better.) 

shared 


(At @ luncheon on October 26, Ambassador Muller told Mr. Rubottom that 
the Chilean Embassy had been instructed to inform us that we hac nothing to 
worry about regarding the proposed sale. The Chilean Government intended to 
fired the means of frustrating the proposedc sale and was cnly concerned with 
doing this in a way which would not involve it in internal political diffi- 
culties or make it appear that the Government had acted under U.S. pressure. 
Purr also confirmed this in a later conversation with Mr. Phillips.) 


UBLICATION IN 
> OF THE UNITED STATES” 


Blan 
“-* 


The Department subsequently informed the Export 
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Import Bank that it saw no objections to approval of 


the laons to the copper fabricators. (Memorandum from 


Phillips to Rubottom, Oct. 28, 1959, ARA Files, Lot 


62 D 31, “Credits-Eximbank”") 
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SUBJECT: Alessandri Administration Celebrates First Anniversary 


According to Embassy Santiago, probably the single greatest _ 
sccomplishment of Aleseandri during his first year has been the re- 
establishment of public confidence in the dignity, seriousness of 
purpose and honesty of the Government. This confidence is not only 
felt in business circles, but even by the average man on the street, 
even though he my not have voted for Alessandri. The greatest 

ts inability to control the 


failure of the Administration has been it 
continuing upward surge in the cost of living. 


Alessandri's first year has been devoted in large part to bring- 
ing order to the chaotic financial situation which he inherited fram 
President Carlos IBANEZ, and in laying the basis for reorganizing the 
haphasaré structure of the government and planning the specific 

to be carried into effect during the second year of his Admin- 








prograre 
~~istration. The Government has shown iteelf friendly to, and desirous 


of cooperating with, the United States both in international affairs, 
and in matters concerning Chile's internal economy. If President 
Alessandri can bring Chile's inflation under control, he gives promise 
of providing the nation with one of the most effective governments it 
has seen in decades. Most of the basic changes envisaged by the Govern- 
ment are being effected under the special powers law which gives the 
President power to act without Congressional approval. 


So far, major Government efforts have been concentrated in the 
economic field. The Government has sought to: 1) bring order to the 
public finances (it has set up a revised, single budget aysten, re- 
financed the public debt, and claims to have presented the country with: 
a budget for 1960 which for the first time in many years vill be 
balanced); 2) stimulate production (by setting a more realistic exchange 
rate; lowering import deposite for essential machinery and goods; obtain- 
ing foreign loans some of which have been made aval%able to private 
businesses for purchase of machinery and other essential imports; and 
reinvigorating the Development Corporation (CORFO), giving it the task . 
of directing the country's overall economic plan); 3) initiate more 
effective controle over the banking and credit system (limited expansion 
of the means of payment and instituted stricter controls over banking 
rediscounts); 4) liberalize foreign trade (eliminated lists of prohibited 
imports, maintained a steady exchange rate, increased general confidence 














are --__ 04 
-2- 
in the economic future of the country, end announced plans far the me" 
reform of the customs structure); 5) obtain foreign loans and aid 


36.9% in ten months of 1959 vs. 32.5% in all of 1958). The 
has already publicly abandoned its position that there should not be « { 
nev round of compulsory wage and salary increases in 1960, and in all 4 
probability this will unbalance the 1960 budget (despite a balance on a 
paper), with further inflationary implications. The magnitude of the [-] 
t's problem in attempting to curb inflationary pressures PRP i 
during 1960 will depend on a number of factors which cannot yet be ‘3 
measured, ¢.g., copper prices, foreign exchange reserves, level of 
wage increases, etc. 
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Despatch from the Ambassador in Chile (Howe) to the 


Department of State 









Secret Santiago, January 8, 1960. . 
No. %89. 
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Relations between the Govermments of the United States ard Chile have T 
reached a point of cordiality which is unusual in international relations. For °. 
the first time in 2 years, the Chilean Goverment is sincerely desircus of N 
exphasizing free enterprise in the economy of the country ami is making a cc ncere Gi 
effort to cope with the economic problems which face the country because of fis =} 
improvidence in years gone by. Chile has given valuable support to the United 
States! position in the United Nations, particularly in such delicate probiems 
as the seating of Communist China. The political philosophy of the Chilean 
Goverment is as strongly democratic and as opposed to all forms of totaliteari 
as is cur own. 


The election of Sr. Jorge ALESSANDRI Roiriguez as President of Chile in 
September 1958 by a very slender margin brought into existence a businessman's 
goverrmert which has utilized some of the best brains in Chile in an attemnt t 
improve the country's economy. But a slight change in the vote would have brouch 
inte power a goverrment of the extreme left, dedicated to socialistic forums of 
economic organization, and to collaboration with the Communists; that such a 
government would have posed serious problems for the United States goes without 


saying. d 
2 


It must therefore be the primary political objective of our policy in Child 
to do everything we properly can to ensure the success of the Alessaniri Acuin-}> 
istration politically and economically. We should endeavor to enhance its j 
prestige by having President EISEHOG visit Chile and inviting President 
Alessaniri to visit the United States. We should make it clear that we approve * 
of the constructive steps which the goverment has taken to cope with Chile's 


problems. ; j 


At the same time, we mist recoguice that the political pendulum has swum 
as far to the right in Chile as it is likely to go, and that the return swing is 
likely to be evidenced in the Congressional elections in 196] and in the Presidential 
election of 1964. We must therefore also maintain g-od working relations with 
the non-Commnist parties of the Chilean center and 1éf and mike-every effo 


clear up the misapprehensions wich cloud their understas pelsey* ana! 
» BURE a 
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which cause them to fail to see that the interests of Chile and the United States 
are basically in harmony, not in conflict. 


In the economic field, cur course is not difficult to state though it may be 
difficult to carry out in practice. We must encourage by every legitimate means 
constructive action by the Alessandri Adzinistraticn to check inflation and provide 
a sound foundation for the country's economic growth. At the same time, it would 
be an error to forget the political requirements of the Adzinistration, and it 
would be self-defeating to insist on perfection overnight. 


Alessandri was elected with less than one-third of the popular vote: his 
Support in the Congress is based upon a delicately-balanced coalition which my 
disintegrate if the political sensitivities of the various parties are not con 
tinuously considered by, the .uwazinistration in designing its programs. These factors 
can not be overlooked by the United States when we measure the effectiveness of 
Alessandri's programs and accomplishments. To stint in our support because 
of Alessandri's failure to achieve the ideal in his first year in office might 
lead to even less satisfactory progress in achieving stability politically; the 

ternatives would certainly be less attractive from our point of view and less 


in line with United States interests. 


We should therefore lend such aid as we properly can to stabilize the econo, 
and we should adopt a sympathetic attitude toward rewjuests for financial assistance 
designed to further the sound economic growth of the country. Our technical 
cooperation program should be carefully examined to eliminate what is less productive 
and exphasize its mst useful featurer. For the present, major exphasis should be 
placed on the expansion of agricultural production and on the stimulation of foreign 
and local investment in Chilean private enterprise, including the private housing 
imiustry. At the same time, it may be desirable to provide limited amounts of 
special assistance, probably in the form of equipment, where it appears that a 
small investment will put greater forces to work. For a more complete treatcet 3 
of this subject, see Despatch 292 of October 9, 1959., 
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It has been pointed out above that relations between the G vermments of Crile 
and the United States are excellent. This is nos true to the same extert of the 
sentiments of the Chilean people as a whole toward U.S. Government policies. Cr 
enexies are working vigorously and with considerable succer* to discredit us. 
Russian successes in their satellite and space rocket progi«z have raised questions 
in the minds of many Chileans regarding the technical ability of the United States 
to match Soviet progress; it is unpleasant to learn through a straw >oll that the 
majority of studente at the University of Chile feel that the United States is 


losing the Cold War. 


Too many Chileans associate the United States with blind maintenance of the 
status quo and the USSR with social and econowle progress and the increasing welfare 
of the comuon peosle. We mst therefore be ceaselessly active in putting our case 
before the veonle. and we should concentrate on the intellectual ani labor e¢r-upe. 


~~ 
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It is here that we are at our weakest. The various programs for the exchange of 
persons operated by the Departmert, USIA and ICA, have all been extremely useful 

in spreading a better knowledge of the United States among key figures in Chilean 
life. These programs should be continued at at least the present level and greater 
care should be taken in planning them to ensure their success. 


The celebration in 1960 of the 150th Anniversary of Chilean independence 
presents an opportunity for the United States to participate in a commemoration 
which will be close to the hearts of the Chilean people. In the near future, the 
Embassy's proposals for U.S. participation in this event will be forwarded to 
Washington, and it is hoped that they may receive the support of the Department 
and other agencies of the U.S. Government, 


Even in a country such as Chile, where the military traditionally respects 
civilian control, the armed forces still represent a factor which the government 
\ cannet ignore in developing its programs. Recent events, especially the purchase 
of two fairly modern British cruisers by Peru and of U.S. F-86F aircraft *y 
Argentina, have caused the military to bring pressure on the Government w «rease | 
he level of Chile's military equipment. Unless the United States can offer, over : 
period of time, to supply reasonable quantities of surplus U.S. equipment to the 
' Chileans free of charge or on easy terms, there is little doubt that they will 
eventually feel themselves compelled to squander a portion of their limited resourcer 
cn the purchase of military equipment elsewhere. 


In these circumstances, the Embassy is unable to recommend that the MAP Progra. 
] here be discontinued and, in fact, hopes that forward planning will become more 
definite so as to give the Chileans reamnable assurance as to what they may expect 
to receive from us during the next five years. As in the case of the technical 
cooperation program, a more thorough discussion of the Military Assistance Prograz 
may be found in Despatch 292 of October 9, 1959. 


SN 
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The success of the Alessandri Administration in improving the living standard: 
of the Chilean people will have a st-».ng influence in strenghtening democracy not 
only in Chile but in ether countr’ of Latin America as well. Conversely, its 
failure would be a body blow to the principle of free enterprise and gain for 
anti-democratic forces. Consequently, there is no room for complacency in the 
conduct of our relations with Chile. During the next few years we are going to 
have to be alert to every opportunity to improve our situation and enhance the 
prestige of the truly democratic elements in Chilean public life. 


If th: Eubassy is to do these things and at the same time keep the Department 
currently informed regarding developments here, it will be necessary to have the 
proper tools with which to work. The Embassy must be assured of reasonabiec 
stability in its personnel so that painstakingly acquired knowledge of the lucal 
psychology and an acquaintance with key individuals may not be wasted. Our primary 
problea is not more personnel, although there are certain urgent requirements the 
Department has been unable to fill; what we need most is a reasonable degree of 
continuity so that our limited staff can be effectively employed. Frecuent changes 
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| of assignment not only reduce efficiency but lower morale, It is also essential 
that allowances be adjusted promptly and adequately to reflect changes in living 
costs if the United States Miseions are to maintain an adequate level of morale 
in the face of the constantly worsening inflationary pressures felt by all members 
of the govermment staff here end their families. It is recognized that the 
Department faces many difficulties in the management ur its numerous Foreign Service 
establishments throughout the world and that special circumstances will necessitate 
departures from normal standards of personnel administration. However, it must 
always be borne in mind that, the operating efficiency of the U.S. Government in 
Chile is dependent in large part on the maintenance of a reas nably stable and 
adequately compensated start, , 


~ 


7 


o— 
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j The enclosure, "Specific Objectives, Country Programs 


and Other Implementing Operations," is not printed. 
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The President Gena, Goodpaster Presitent Alescandri 
Secretary Herter ir. hasrivy Foreign Faintster Vercara 
Ambassador Howe Col, Walteore Sr. Walicr iiwiler, 
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President Aleasandri opened the conversation by stating that 
all educated men must be grateful for tne tremendous efforts and 
eacrifices being made by the United Statez on behalf of tne entire 
free world, He said he desired to cooperate fully with the United 
States and felt it essential to this end that he explain frankly his 
points of view on various pending problems, 

Disarmament - Presiacent Alessandri then said that, in contrast 
with Bomé Lavili American countries, Cnile was a genuine democracy 
like the United States, the United Kingdom and other western European 
countries; Chile wae proud of its democratic traditions, but as a 
consequence was more vulnerable than certain countries to the on- 
Slaught of Cormunism, He said he fully recognized that the principal 
responsibilities for the welfare and progress of Chile lay with the 
Chileans themselves; at the same time, he recognized the need for 
foreign help and capital. 

President Alesesandri then stated that military expenses were a 
heavy burden to the nation'a economy, holding back the government's 
efforts to develop the country economically. He intimated that he 
was less concerned about the present level of expenditures than he 
was about the possibility of future increases. In some countries, 
he said, the Government was Gependent upon the military for its con- 
tinuance in office and the civil authorities were therefore forced 
to yield to the demands of the military for needless armament, For 
this reason, Presiderit Alessaiidri said, he attached great importance 
to disarmament and requested President Eigenhower to put the weight 
of U.S. influence behind the disarmament conference which Chile has 


called for and to help make the conference a BUSCESS. .— “—\— 
PORERTORNTT AL Ipestdent 
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President Alessandri said he thought that the possibilities 
for holding a general disarmament conference were good, but he 
believed it better to have a preliminary meeting which would 
include all South American countries except Bolivia and Paraguay 
and with the addition of Mexico and the United States to prepare 
the way for a larger conference. He said that several countries 
had already accepted the invitation but that Peru, Venezuela and 
Colombia had not yet replied to the Chilean initiative. He said 
that he would like to have U.S. assistance in assuring the success 
of the conference, 


Aggression 





President Alessandri said he believed it would be most helpful 
if the United States would make a public promise to come to the aid 
of a victim of aggression without waiting for action on the part 
of the OAS. He said this would help a great deal to halt the 
armaments race, resident Alessandri also suggested that an agree- 
ment be worked out among the American States but not others) for 
resognition of the compulsory jurisdiction of the International 
Court of Justice in accordance with Article 36 of the Court's 
Statute, This too, he thought, would be a useful step forward in 
the direction of the limitation of armaments, 


Rearmament 





Turning to a new subject, President Alessandri said that he 


jhoped the United States would find it possible to provide credit 


for the reconditioning of one additional destroyer and one addi- 
tional submarine for Chile. He confessed that this might appear 
to be inconsistent with his previous statements regarding dis- 
armament but the reeson for the request was that Chile had larger 


responsibilities for hemisphere defense duc to its geographic 
Situation than certein other countries. He eaid the Cnilean forces 


were Smell in ‘Bis ze ang that both Poru and Argentina had been buying 
more naval vessels, He suggested that the United States military 
aid program be coordinated so0 that we would not give assistance to 


countries which Bquandered their resources cn the purchase of 
foreign equipment, In other WO! , ho explrined, the wne don't 
waste troncy on unnecessery pu : ld cet more atd, He felt 
that these principles were constsient with Usited States principle 
and would work to the advantesce of all, 

President } oun @ hi i, -A Jn } ident 
Ar« nord'’s reverks ard would 11 Co @ek teo questions, The 
first wos, what portion of th Chi} i Dugcet was devoted to 
de>. ? Press io Als aecrl replied that it. was 14, nad w 

TP 


on to 


CO. bd. vobdont 


wn. Vion ¢ 
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he det inition ve military cx; te wil fod vince y ° 
count: 73 curr. tly itd i 3 j : 4% , i 7 jets ». 2 .O 
disguis TS their ric d sdiiurise i : 29 ; ly Gone this, ut 
he had put an end to tits practice when be uss Hinister of Flrance 
several years aso. 
President Eisenahcwer replied that eaclustve of pensions and 
payments to veterans, the United Si ates spends 50609 of its buiget 
‘on national cefente,. The Pre sfadcnt hastened to add that he did 
nos s2y this in a breeging vay bat merely to tndicate how very 
eympatnetic he was to frei idcnt Aicscanirt's obfectivea, 


President Alessandri sugsested that the problem of armaments 


be viewed as a probicm of protecting the resr cuard of the United 
States. He also expressed the thought that funds saved from 


OS i.2MEs its could be wed for eccnomic developrint ind thet thts 
would help to combat Cor wunicn, 


President Eisenhower e3id that he fully asreed and asked 
what effect the succesa of the dicarmanent conference would have 
on Chile's intention to purshsés more naval vessels, President 
Alessandri replied that Chile's dGesire to a. quire additional é 
vessels was a result of resent purchases by the Peruvians, 
President Eisenhower repeated his question about the effect of a 
successful disarmament conference on Chile's desire to purchase 
naval vessels, and President Alestandri replied that it would 
have a direct effect. 


resident Alessandri went on to say that when he came to 
power he was under great pressure to acquire additional armaments 
because of incidents with Argentina in disputed areas, President 
Eisenhower said he wovld like to take that opportunity to comment 
on his meetings with the Presidents of Brazil and Argentina. The 
President said that while they had been lesa emphatic than 
Alessandri, he was convinced that both were sincere in their desire 
for disarmament. Both had stressed their devotion to inter- 
American friendship, and Frondizi hed specifically expressed the 
hope that the boundary diéputes with Chile would soon be settled, 
While it was trye that Frondizi had wanted more modern arms, his 
purpose in so doing was to reduce his defense expenses in half by 
having smaller, more efficient forces, 


President Eieenhower then said he would like to come to the 
second of his two questions, He asked President Alessandri 
whether the latter believed that each nation iad a right to decide 
its own level of defense for internal and basic defensive purposes, 
rresident Alessandri replied that each nation did indeed have the 
right to decide on its basic defensive requirements, but he saw 
this as no bar to mutual agreements for the limitation cf armaments, 


He-oeeressed .. 
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He stressed that Chile was exceptionally vulnerable, that Chile 
would not attack anyone, but that certain elements in Peru and 
Bolivia harbor revengeful feelings toward Chile as a result of 
19th century conflicts. 


President Eisenhower eaid that he had no intention of denying 
the basic right of self-defenee to any nation but pointed out that 
economic development would be greatly stimulated by an agreement 
on disarmament. He said he felt it would prevent any tendency to 
push disputes to an extreme. He concluded this phase of the dis- 
3sus3sion by saying that he was strongly favorable to the principles 
set forth by President Alessandri and suggested that the two 
Foreign Ministers study the problem of the preliminary disarmanent 
conference for ten countries, 


“DECLASSIFIED FOR PUBLICATION IN 
FOREIGN RELATIONS OF THE UNITED STATES” 


+e ++) OE 








C 1-30 PY¥- 2778 
BEST COPY AVAILABLE 


SUSI=FCT: Economic F: oblecas . 
PO RR Rasp iednmay torte 
Pea fICl. ANTS: U.S. chile 
The President Gen, Goodpaster Prosident Alessaniri 
Secretary Herter Mr, Hagerty forelen Minister Vergara 
Ambassador Howe Col, Valters Sr. Welter Malicr, 
mt. Rubottom Me, Krieg Crilcan Amba jor to 
: hs 7.8 
> eoeres .0: 4S # Uh? Uede 
= G Wt 
~ Cc fecaSyry —Sec. Andersom (Att. Mr. Lennarison) 
at $/P Ageeibeassy Santiago - Amb. Howe 
APRA - 2 hewmbassy Rio de Janeiro « Amb, Cabot 
E ic.ombassy Buenos Atres - Amb. Roaulac 


International Credit 


President Alessandri referred to the joint declaration made 
by Presidents Eisenhower and Kubitschek in Brazil regarding ex- 
panded efforts toward economic development and expressed strong 
approval of this statement, especially of President Kubitschek's 
Sugcestion that the Inter-American Bank should enter new fields 
and not simply duplicate facilities which were available elsewhere, 
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The President said that the United States supported the Inter- 
national Bank for Reconstruction and Development, the Export-Import 
Pank, and other lending institutions and that he did not think the 
IADB would replace or duplicate them, His objective was to com- 
plement not to replace, President Eisenhower added that he felt 
the Latin American countries would feel a greater sense of respon- 
sibility because of the fact that their own monetary contributions 


formed part of the bank's capital, 


President Alessandri tinen referred to Communist propaganda to 
the effect that the United States provided aid to Latin America 
exclusively for selfish motives and suggested that our aid be 
coordinated into a basic plan to overcome the charge that the 
United States neglects Latin America, A little later in the conver- 


Sation President Alessandri repeated this suggestion and urged that 
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a development plan to be carried out within a certain number of 
years be drawn up. He felt such coordination would make the plan 
better known, and recommended that the Department of State should 
answer charges made against the United States and conduct a vigor- 
ous campaign of counter-propaganda, President Eisenhower said 
that he hoped the Chilean Foreign Office would do the same, 
President Alessandri said they would but that the Cormunists poured 
a great deal of money into Latin America. President Eisenhower 
said jokingly he assumed that President Alessandri was not suggest- 
ing that the United States buy a newspaper in Santiago and turn it 


into an official U.S. propacsanca organ. President Alessandri 
laughed and said that of course such was not his intention. 


Copper 


President Alessancri spoke briefly of the importance of copper 
to Chile as a source of employment and as a source of revenue for 
the government. He said there are two things connected with the 
U.S. policy which concerned him: the first was the United States 
excise tax on imported copper of 1.7 cents per pound, and the 
second was the possibility that our copper stockpile might ve 
liquidated, thus causing a disastrous break in world copper prices, 
He said he hoped the tax would be removed and that we would not 
liquidate the stockpile, 


President Eisenhower said he did not know about the copper 
tax and glanced at Secretary Herter and Mr. Rubottom who confirmed 
the existence of such a tex. The President said he did not know 
what the current situation was, that things were generally better 
and perhaps the tax was no longer needed, In any cease, the 
President said he would have that matter looked into, 


On the subject of the stocrpilic, President Fiscnhower assured 
President Alessendri thet it was not the intention of his adminirc- 
tration to liquidate the stockpile. He said that it had been 
brought into existence and could by law only be used to moet 
emergencies; it would never be used to depress prices, The President 


- 


wont on to say that at one tine when a strike hed cavsed a great 
. TA+* 
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for tnis assurance. 


Conclusion 


As the croup prepared to } ik up, rrosticont Eisenhower 
sivested acain his confidence tiatt. >Jerumint’s of Argoutins 
and Brazil were sincerely d¢sirous of maintaining good relaticn: 
with Chile and their other neishbors, President Alessandri 
acknowledced this and in return stated that he desired to five 
the most atsolute assurances of his wish to cooperate fully with 
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the United States, ; 
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svbvariues which she hed expect :d to got under existing 0.5. legislation. 
So far only ene svbaarine has been aut>orised, he ssid, the tvailability of 
tho other cwuurcias end of the two dostrayera depanting on action by 
the Ueited Stites Concgrers. Hs momtio rt Chile's long coartiins, with 
inscmerc>).s chenetls and islands to pst-ol, end added that Chile hes becans 
leferiar in neval strongth te both Peru ond Argentine and is berinming to 
ool wulnergble, doth on the sea and in the air. He added thet da ing 
tho precent century Chile has had aeval svpericrity in teporge ranging from 
tuvoe to eight tines Perurian strength, ‘vt that now the strongth of the wo 
coumteics is just aebeut the sape, The »oguisition of two cruivars by Peru 
fvem Groat Beitela, one of which has alroady been delivared, is a motter of 
eeclcos concern ond the armed forcos sre consequently pressing tho Covevnmnt 
ior ares pore)oeos which it can 1121 afferd. Tho Minister added that showd 
lo comBinne ite presamt lines Ubile ber neighbors continve te crow 


‘ 


Ohi 
wii Ly, 4 point may be reached et which the arned fercos, public opinica 
the Ox 03 Will *ecy semething stiroag". 
rive to the Minister's mention of the Poruviea perchase of crvircrs, 
Ecosvebory said that we heve esowzed thet this paurshese uxe motivated no 
wy The ] cur¢(ay bow>tary sivasticau tna by ery poudlems Para my her 
file. The Ninistor of Defears rejoiced thet Ievaeder be Mtear cretion 
dost re ond, given tas maaitses: akanse of tne Esuadat Pay» 
4 ' i ute 3 ? . 
atoc that iv wor be 2 TTicult te find wore fPrusiweved 
> or we 7¢ vues C Gacus ip so fer as those cues 
moermd, | a thai Con ' de ora tiaiaine the | 
‘ , ‘ine too wow € . ‘lek to jatio » ion. -F 
‘PMU e Of Fean ba: koa us te iis5 % seles to Pare 
et on nr tbat he cammet provert cIvi4u Ovrermoent av-envla 
; ms. At tac ovum Sine, ho vont on, sows af our other Ietin 
wu 4 » thay dave been fair}: ’ oe, "3 avi.csnce4 ¥ 
=f e-4e meee ye ey . 3 bo btanm t24d tht 1 eur’. 
: worl 4 m oF Chal f cont ‘ 
° , j LL ope ¢ * hon As TP bis Le of idee Rha 
' tee ive in im: to > tale ares cvestion ine 
‘ por *cpee ) is one Of the rosh hetrtenIn: Gilags we have soon 3 
' you s hops thot Ab wal ve feoulble te work somtiing oul 
} Sin ths interasn ost oO 2. Meaoslidlo, ir. I 
‘ » i ‘ » Fa Ak » ima SeBbo worvus kaday medo it cicer & 
lo the shield on which tho mations of the Aporiecss cae 
a mw on nn HeorPFOasian for this reason, he ought, 
b bo enebled to racist pstriotic prossures for inmcrossod 
wii > * in thoir ow counts! 
Tho Minister of Dsfcnve then reverted te the cucstion of tae tyo 
destrorers which ware to be wade available to Giile vader the 1950 U.S. 
: be O00 


lorwislation, saying that wits these two destroyers the position of & 
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We have no Quarrel with Cube on the basic question of laad reform, which 
we fully recognize is a matter of rnatioml soversigniy; but trewen:ous confusion 
is octurring in the izaplementation of the Cuben agrarian reform low and this 


= es . 
— confusion leads to doubt as to the intert or the ability of wt Cuban = vernmen’ 
z to prvvide the full, adequate ani effective compensation that is r- ‘uired for 
= American interests affecte4 by expropri -*io., 

The Cuban Covermzant recently scnt us a note, the Secretary the one 


requesting that we enter into discuseions with them, bul conteining the proviso 
that these discussions can only be undertaken povided that the United St. 
lagreetthat neither its Exscutive Branch nor its Congress will teke any vv! 
action which might affect Cube's interests. This is manifestly impossible, given 


4 > | 
wow 

+ ~ 
Vs “ss 
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States to the effect that some action is needed with respect to Cubs, Om 


= the indepersience of the Legislative Nranch under ow govornmsntal syoten. Mororror, 
< our sugar legisliaticn expires this yoar end even should the Congress rereyv the 
~ sugar lerislation in its presert form, this would be definable as a unilateral 
= act affocting Cuba's interests. 
o 
ws The Secretary noted thet a cow deal of opinion is arisiny in the United 
S 

sugpesiion which seems to be gaining sround is tt we buy Cuban supar et tre 

world market price ard put tho difference betweon that price am! the price paid 
es to Cuba under tha quota system in escrow to be usec to pay damages for expropri.+cion 
io or other actions cf the GOC azainst United States interests in Cuba 

The problem of the moment, however, the “cerctery went on, is the guosbic: 


of whether to seni our Ambassador back to Havana or to koep him in Washington. 
There are pros as well es cons on this question. Those who advocate the 
Anbassador's return say that he is needed in Havens in order to provide acces: 

to Castro am thus to enable us to have official contact with him. On the other 
hand, however, the Ambassedor has often had to wait for three weeks or leaguer 


to see Castro and has on occasion had preat difficulty in seeing him at ai. 





=e Ths Secretary envhmsized thet we do not consider the Cuban problem as 
peculiar to the United States but fool that 44 is a Latin Amsrican pr oblori, 
inasmuch as the Castro mystique is beginning to appear in other courtrics. 
Feeling, therefore, & hat this is a Latin kneciean p problet. we would Lik eo to 
consult thereon in order to insure thet in dealing with it we avoid mistakes 

bate gm which might affect the interests of other American countries, the Secretary 

eae added. Hs mentioned parenthetically that the s tatus of the Guantanamo Naval 


A) 


Base has not been raised at any time by the GOC, 


The Foreign Minister replied that President Alessarndri's sympathy for the 


. 3 United States position in the Cuban situation was shown by hie recent statement 
Sn to Senator Smathers, when the latter ssked what the Chilean attitude vould be 
4 if the United States Congress should teke strong action against Cuba. In order 
to give President Aleseandri a moment to collect his thoughts ani reply to thir 
a unexpected question, the Foreign Minister said, he himself had asked the Senator 
> eae what such action would be ani what oconomic effects would be anticipated thercifrom. 


biti 
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Before the Senator could answer, President Alessandri had said: “Ail of our 
sympathies and those of most of the officials of the Govermmnt cf Chile are 
with the United States Government, becouse we understand tie danege which 
United States interesta anid the United States itself have suffered in Cuba; 

but there is a great mass in this country and thet mass is more numerous than 
we are." The Foreiga Minister went on to explain that by his comment the 
President had meant that although thinking people realize the fuli dplications 
of the Cuban situction the uasses are inclined to spplaud the GOO, in other 
Latin Awrican countries az well as in Chile. 


The Minister went on to say that in his view it would be better to try w& 
isolate Cuba than to act directly against it. He considered thet isolztiion would 
not necessarily remedy the situation there or materially change that existing 
in other countries, but thot it would be least likely to make thinps worse 
He described the recont visit of Cuban eaissery Lechuegs to Santiago to obtein 
Chilean agreement to attend the conference of under-developed countries which 
tre GOC is attempting to promote. The Minister said that Lechupa had received 
@ flet refuecl in Chile, but that in Peru tim government did not refuse his 
reouest, due to the influences in the Peivvian Government of the APRA perty throug 


+..4% D _— -_ asg ..% «6 ae fn : Ose — “ve . mee hie s bk az 2 os 

sulin. OIMPTSS. Gs: rouLSsver of roreign Afteirs. If YOu Move Vhs Bivvse. on an 

JD mp yey ha Se Cust ayers ri es _— Sus ’ ‘S4n4 et aw wort ts e+ 

Peru, where the Covermusnm is comervative,” the “Ainistor went on, ou Can 
tan wt wan c ; ,* 2» > he < . he >» wt *) ‘ “ete r c an - ce Tt en. a +s ~o ii 

li Wnewt AS ii im o8 2D OoIeTrs War: 0h CUTBersau.vys GOmMnAVworac.g 

t " P deans 8 ae . 4.444 « Ly. <9 : — 4 7 3 4 Qe . 

in thas situation, tne Minister said, ony strong action by the U.S. Congres: 
seated Bas oant « on ‘ a a tk ’ 044 sa] aes Mies i s 

would be Jinxeiy to be danrerous. The Soest solution would probably be for bt) 

Conp-ves to grant to the Executive permission to proceed in accordance with the 

a* " hel ate 


The Seerstary said thet this authorizetion has been rogussted. He then 
\ whether the Foreign Minister wulc advise our sending our Avbassedor back 


’ + 
to llavan the Foreisn Minister replied affirmatively, saying that it would be 
unfortunate to give the Cubans any opportunity to divert the attention of the 


public «f the hemisphere from matters of substance to matters of forn. 
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Eisenhower Library, Project Clean Up, "Chile" 


Memorandum from the President's Staff Secretary (Goodpaster) to the 


President's Assistant (Persons) 


Washington, March 7, 1960. 


"BEST COPY AVAILABLE 


MEMORANDUM FOR 
GENERAL PERSONS 


During the President's visit to Chile, President Alessandri 
expressed to him very great concern over the impact of our 
copper stockpile on world copper niarkets, referring 
specifically to the fact that it "overhangs" the market, and 
to recurrent rumors from time to time that large releases 
from the stockpile are under consideration or about to take 
place with little or no notice. 


The President stated be would like you to make it known within 
the Administration, and specifically to OC DM, that the whole 
spirit and intent of our stockpile laws is to provide for the use 
of these materials for emergency purposes only. While an 
emergency of a severe character in the economic field might 
occur which would be of the same seriousness as war itself, 
and thereby justify releases, it is not his intent to release 
rraterials from the stockpile with the purpose of influencing 
the market through the normal, commercial effect of such 


releases. 


A. J. Goodpaster 
Brigadier General, USA 
Staff Secretary 


f¥- 272 €7 
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ARH Files, Lot 63 D 65,"Briefing Papers" 


Memorandum from the Officer in Charge of Chilean Affair 


(Phillips) to the Assistant Secretary of State for 


. Inter-American Affairs (Rubottom) 
. Confidential Washington, May 2, 1960. 
sUpjrct: Balance Sheet on Chile 7 


With reference to the note you attached to our memo of April 19, 
following is a brief compilation of what the U.S. and Chile want from 
each other. 


Chile wants: 


l. Credit to cover cost of rehabilitating vessels earmarked for Chile 
under ship loan program. 


2. Economic development loans far (1) construction of Pudahuel airport, 
(2) termination of construction of University of Chile Medical School, 
and (3) survey of natural resources, particularly ground vaters. 


-- 3. A new PL-480 sales agreement, with local currency loan funds to be 
earmarked for financing a savings and loan system to stimulate housing 
construction. 


4. A U.S.-Chilean convention for avoidance of double taxation, including 
a tax-sparing provision. 


5. U.S.-Chilean investment guaranty agreement (convertibility only). 


. 6. Additional U.S. support for a joint U.S.-Chilean program of 
scientific research in Antarctica. 


7. Continued U.S. backing for the Alessandri arms limitation proposal. 


U.S. wants: 


1. Maintenance of political democracy in Chile plus more effective 
action by Chilean Government to restore financial stability and effect 
basic improvements in national economy and distribution of income, 
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2. Adoption of measures by Chilean Government to diversify Chile's 
economy and encourage production through stimulation of private invest- 
ment, including foreign investment. (We also want double tax convention 
and investment guaranty agreement. ) 
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3. Recognition by Chilean Government that its overly tolerant 
attitude towards international Communist activities is creating 
problems for Chile and rest of hemisphere. 


4. To assist in financing construction of Pudahuel airport, tit 
not the medical school or resources survey. 


5. A consular convention with Chile, particularly to ‘eacilitate 
import privileges for non-diplomatic U.S. personnel. 


6. Chile to hold to a minimum its acquisition of new arms, parti- 
cularly naval vessels. 


7. To support the Chilean arms limitation initiative in so far as 
practicable, 
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411.254/5-1360 


Instruction from the Acting Secretary of State to the 





Vv Embassy in Chile i 
Confidential Washington, May 13, 1960. 
C A-185. _ 


SUBJECT: Chilean Proposal for Removal of U.S. Copper Excise Tax 


TQ —She Inerican_Eabassy Sade 7 
In the course of President Eisenhower's February 29, 1960 conver- . 
sation with President Alessandri, the latter expressed the hope that 
the United States copper excise tax would be removed. President 
Eisenhower said he would have the matter looked into. Following careful 
examination of this problem by interested agencies of the United States 
Covernment, the Embassy is requested to inform the Chilean Government 
that removal of the tax does not appear to be practicable at this time, 
_ for the reasons set forth below. 





ty 


Suspension or removal of the copper tax could be effected only 
‘through legislation. Legislation was passed suspending the tax con- 
‘tinually from April 1947 through June 1958, with the exception of a 
brief interval in 1950-51. These prior suspensions of the tax were 
enacted at times when copper vas in shat supply, a situation which 
does not now prevail. The present tax is 1.7 cents per pound so long 
as the United States price remains at or above 24 cents per pound. At 
prices below 24 cents, the so-called "snap back" point, the tax becomes 
2 cents. 


| The current United States market price for copper is 33 cents per 
|pound, making the ad valorem equivalent of the existing tax only about 
5 percent. It is felt that this tax has little restrictive effect at 
present and that the Chileans have virtually full access to the United 
States market. Indeed, a substantial part of total copper imports 
from Chile is reexported after processing, and is therefore not subject 
to the tax. 
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~ 


The present copper market is thin and it seems probable that the 
price will fall in the months just ahead. Removal of the tax might 
accentuate the downward preisure on the United States copper price and 
thus possibly cancel out any benefit which Chile might expect to derive 
from suspension or removal, 





| sn flay vo, 


Drafted by Phillips and approved by Rubottom. 
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Tho present session of Congress might be an especially inappropriate occasion 
to seek suspension or removal of the copper tax. It will probably be a short 
session and the calendar is unusually crowied with items which would teke precedence 


over copper legislation. 


There is sentiment in certain segments of the domestic copper producing industry 


in favor of raising the level of the present tax on copper or the “snap back" price 
or both. This sentiment is reflected in the attitudes of some members of Congress. 
If repeal or suspension were recommonded to Congress it is possible that Congres- 
sional action, if any, would bring about a situation less satisfactory than the 


present one. 


The copper situation is, of course, being closely and continuously studied by 
all interested agencies of the United States Government, and, should future circun- 
stances appear to favor a removal of the copper excise tax, the Administration 
would be prepared to consider supporting an appropriate measure for this purpose. 


The United States Government wishes to reiterate its willingness to discuss 
with the Chilean Government any problem which might affect a commodity of such 
impor.ance to Chile as copper. 


As soon as the above information is given to the Chilean Government, please 
confirm by telegram the fact of delivery so that the Department my give the same 
information promptly to the Chilean Embassy. If the information is conveyed 
orally to the Chilean Government, the Embessy is requested to submit (in repro 
ducible form) a memorandum of conversation. If it is conveyed by note, the Embassy 
is requested to transmit to the Department a (reproducible) copy of the note and 
of any communication received in reply. 


DILLC!, Acting 
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Memorandum of Conversation, by the Ambassador in Chile (Howe) / 


Santiago, May 17, 1960. 


Confidential 
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Eisenhower Library, Whitman File, Dulles-Herter Series 
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»* 


Memorandum from the Under Secretary of State to 





the President 


Washington, June 2, 1960. 








MEMORANDUM FOR THE PRESIDENT 


Subject: Disaster Assistance to Chile, 


With your encouragement, the United States Government 
has undertaken a major foreign disaster relief operation in 
Chile. We have airlifted from the U.S. two Army field hospi- 
tals, each with 400 beds and 210 Army personnel. We have also 
airlifted ten helicopters to operate in conjunction with the 
hospitals and to carry supplies to otherwise inaccessible areas. 
From the Canal Zone and the U.S., we have airlifted communi- 
cations equipment and technicians, as well as large quantities 
of tents, blankets, cots, field rations, and medicines. Those 
expenses of emergency relief operations chargeable to the ICA 
contingency fund are expected to amount to approximately $2.5 
million. This represents the cost of supplies and transporta- - 
tion but does not include the pay and allowances of personnel 


involved. 


Of course, your own direct appeal to the American people 
to help Chile has had a dramatic impact both here and in Chile.f” .~ 
U.S. voluntary private agencies, as well as firms and individ- 
uals, are making generous contributions in cash and kind to 
Chilean disaster relief. The American National Red Cross is 
organizing a major campaign which should raise millions of 
dollars. aking into account the sum tot of foreign contribu- 
tion nc a aT a i 
to be ne ' ubstantial new emergency assistance 


rom the U. S. Gave 


Even before the emergency relief operation is completed, 
we expect to devote urgent attention to Chile's reconstruction 
requirements. Our Embassy in Santiago will soon be sending us 
a communication outlining the Chilean Government's general 
policy and tentative action plan for reconstruction. On the 
basis of this communication, we hope soon to be able to make 
specific recommendations for courses of action by the U.S. 
Government. In the meantime, the Export-Import Bank has made 
available a $10 million dollar reconstruction "Lie — 
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" Dear Mr, President: ' 
* The news of the disasters is southern Chile hes come as « REEZE persoral 


shock }o mm. Through ypu, } convey to the Chilean people the profound 
Se | >.2 , P 


: ayupathy of the intied Stata Governnent and people. 
‘With esvutances of uy pont ining regard. 


(signed) Dwight D. Eisenhower Ga 
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MOECT: “United States Assistance to Chile. . 


: PARTICIPANTS: ' Prestéent Ei serhower og : 





»  , Me. Robert Kerriar, The Mhite House 
4. Ambdessedor Muller of Chile 


~ "tte. Jo Schneider, Special Representative, 
" , Collean Goverment 
~ ir. Byaber}ey, Coerr, of State 
; -. a. 








' to the President's inquiry as te the present 
situatica ih e's disaster saree, the Anbasseéor described the 


ey pele ps of Valdivie. He said it ley slong the Sen Pedre River 
drained Leake Rinihue but had been blocked by an 


7 seetdbatal den Gam that could burst st any moment. He described the . 


Caileaa "s efforts to build temporary dams above the leke 


b while simi ly trying te dig chennele through the San Pedro. 
'. Giver Moe se as to Grain the lake's excess water without 
4 Pleset vie. Im response te the President's question, the 


> conrabe thet the United Stetes Governmasnt hes sent 


- t& angineer whe fs an expert in flood control to assist the 


Galilean Aray ia this job. 


wontons Pas Aabesvetes went on to express his hearty thanks for the 
8 end efficient rican eid thet he seid hed hed 


; Seoeatast A om 

> terrific @m the Chilean people. He read aloud résolutions 
ih ae thet hed just been passed by the Chilean House of 
“s Reet and Senste. Observing thet these resolutions hed deca, 


peteed enenineusty,. he commented thet Chile was « very democratic 
country, that such unaniaity was exceedingly rere end therefore 


: pyidenecs peeeepoct gretitude. 





’ ' Maaaking the Asbessedor for heving read these resolutions 
‘President poeneges | he wes gled to know the United Stetes* sid fa hea 
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He said thet, al he himself was wary of the» 
Over-publicizsing United States aid, some private eitisens 
Calking te bin and urging that sone spectacular de 

érenatise United Stetes sympathy for Chile. Fer need fer 







: sar Rag made to soaestal towns whose ek ys hed beck 
a sedor Gid not indicate any moos De M m 

“3 ‘plants, and said that, with the evallability oF he twe.s -.. 

a, Le ean field hespitals for the lumediste emergency, Gaile had. , 

oe ‘ue serious Grostege $f. ceesors ond murses. ye: 
ae. . 


ees The Prooident asia he hed been thinking thet it rel be 


\ Moeted ‘Tor, the. tae Soveransate, te form « group to s the preb- 
esseder 


Pp«% 
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= 


t 4 would be very much in favor ef' +*- oat M 
Key styie: He seid he would reecemend 
efter the fresideat hed returned from his Far 
President te send a personal resentative 
—- in Studying the reconstruction pr plem, eS 
PRIN sa 
te the President's question ‘the Ambassador pate 
Government eatinated the total reconetrustion costs at about | 
valent to more then 50% of the Governacat’s Pit a 
thet of Chile's 7.5 million populeticn 2.5 mailiien © ~ 
em os: arrileted ares. Kighty thousend houses had been Badly _—~ 
“ama 65,000 had been comiletely destroyed and could net 
fer less then $210 million. He said his Government > 
qt oe problem in the repair of roads, schools, oobags 
: Ste§ —e, ete q. 
¢ P 
“age Ma Ambassador pointed out that unfortunately the naturel 
a 4 @isester had struek t es the Chilean Governmsnt was on the 
) * peimt ef suceess in its efforts to stabilize its currency > K ” 
; peceey of aber The rate of exchange nee aeee st Soe 


i. joe Bo pd ey and cost of livi lest 
~ risea onl 2- as contrasted th 3 im the sleiaas year. 
As a result the disaster Chile would now have te devote te re+ 


 . “eenetructiom the resources it had hoped to devote to development. - 
He eaphasised his Government was determined to echieve reeonstrue- 


-,, tiem while maintaining stability. 


7 «> ie . . 
ve Wedeing his approvel of this objective, the President 
n> Serene pm & the Callean Government would have to mske « 
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std be the inrrus e?*too much euteite - 
seriously threaten to-produss’ 

ation os would obviously be requireé of the 
cries replied that Chileans were used 
acing their own troubles. He added: “Se 


*. 4 


ident said he hed been pleased te read recently | that 
United Statee copper ponpeenete Anscondés and 

heé been completing plans fo new investaents in 
c Iebasooter c said thet this was @ f arte thet 

eon underway for some tine. 


to the President's specific Saat the 4. 


The ene is over; now it is ea question of rebulld- 
spec ly that his Government needed berges for 
“fae coest in the srea. He elgee, 
that in créer te determine the best type of ship for 


be helpful if the United States Navy could send 
cF treined in amphibious operetions whe could ~ 
x robles in terme of his knowledge of available ships. 
eaid tis could easily be done. ° 


i. ‘Wrrien mentioned to the President thet Mr. Jorge Gchneiéer 

ent to Washington by the Chilean Government specifically 

is Saget odtng plens for the basie work of econonle re- 
The President ecmented that now the greatest need . 
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Eisenhower Library, Whitman File, DDE Diaries 
Memorandum of Conversation, by the Officer in Charge of 


Chilean Affairs (Phillips) . 


Official Use Only Washington, September 2, 1960. 


SUBJECT: United States Assistance to Chile 


PARTICIPANTS: President Kisenhower — Malien 
Chilean Ambassador Walter Meshier 
Lt. Col. John Eigenhower 
Robert M. Phillips, puree 














: 7.~ - 

Ambassador ler said he kmew the President was extremely 
busy and had many cupations, but he thought that the President 
might went to hear something nice and which would not require any 
action. President Alessandri hed asked the Ambassador to deliver a 
personal letter thanking President Eisenhower, the United States 

overnmont and people for the generous assistance given to Chile 
following the recent earthquakes. With the President's permission, 
the Ambasse read aloud the text of President my letter, 
es follows Zin transletion prepared by the Chilean Embas 


“Distinguished President and friend’ 


| "I have the honor to address Your Excellency, interpre- 
ting the feelings of deep gratitude of the people and of the | 
Govornment of Chile, for the generous assistance of that 
sistor nation in the sed emergency produced by the recent 
selemic disturbances, tidal waves and volcanic eruptions, 

which have caused deaths and material damages of extreoréinary 
gravity in vast areas of Chilean Seeweteny. 


é "The moral solidarity of your great republic, at a 

. particularly difficult moment of Chilean history, reaffisns 

. our faith in an authentio union among peoples, that‘will bring. 
 Pealisation to the hope for the construction of a better world. 
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- + "The very valuable materiel cooperation thet the Govern- 
ment and the people of the Unitod States has given us, has 
helped offectively to take care of the most urgent needs of 
the victims of the catastrophe and to then undertake the hard 
task of reconstruction of the devastated Zones, 





"Accept, Excellency, the most sincere thanks of the - 
Governmont and the people of Chile for the very noble attitude 
of the Government end people of the United States of America, 
together with tho expresion of my profound personal gratitude 

- end of my very highest esteem and friendship. ii 


President Eisenhower said he was very glad to receive Fresi- 
dons Alegsandri's letter end would send a personal note in reply 
as soon ss possible. Meanwhile, he hoped that Ambassador Mueller 7 
would inform President Alessandri that he (President Eisenhower) 
was even gladdor to know that the situation in Chile was getting i 
better. We wanted to give all possible help to enable Chile to 
recover from the disesters, as evidenced by the t authorization f 
of $100 million in special assistance to Chile. 
askod tho Ambassador to convey to President Alessandri his particular 
approciation for the support we had received from Chile in recent 
intornational difficulties, in contrast to the attitude of some 
weak-kneed countries. Secretary Herter, on returning from Costa 
Rica, had given him a full account of the effective backing the 
United States had received from Chile and from other countries, 


such as Argentina. ' , i. 


f* . 
Ambassador Muglier said he hed not known Chilean Poreign Minis- 

ter Ortizar well, Since he: had beon acting in this capacity only a 

fow months, and had beon pleasantly surprised to find him so effective 
et the San José moeting. He agreed that the Argentine delegation | 
hed been helpful but in a less decisive fashion. Venezuela had 
found itself in a ridiculous position because Foreign Minister Aroaya . 
was going egainst his instructions in trying to follow a line he , 
thought would be profitable.in terms of domestic politics. ' i, 


* The President said the most incomrehensible aspect of the | 
Cuban situation was the Castro Government's attitude towards private ' 
invostment. All the Latin American Presidents and Ambassadors he _ 
had known hed praised private investment for its contribution a 
towards economic development, a contribution much greater than any ' 


governmental aid program could make. 


- Ambassador Mugler said he agreed entirely and citod the . 
enont gi by Chile to-private investaent, mentioning 7 
articulerly United States investments in the copper industry. 
Cuba's irresponsible actions could harm all] of Latin America: by 
frightening off prospective investors who might fear similar 









. Gevelopments in other countries. 





Yon September 8, 1960, at the request of the President, 
Congress authorized the sum of $500 million for the 
Inter-American Fund for Social Progress, and in the same 
bill (H. Doc. 105, 87th Cong., lst sess.), Congress authorized 
$100 million for the long-term reconstruction and rehabilitation 


of those areas of southern Chile devastated by fire and 


earthquake. Documentation concerning the subject is contfilahed (e 
oa 


Je! 
in ary Files, Lot 63 D 85, "Earthquake." 
A 





+ Mercormmmnes! 


Tho Anbassador wont on to congratulate the President for his 
proposed new progrem of assistance to Latin America. The "social 
devolopment" proposals recently outlined by Mr. Dillon representod 
a revolutionary spproach to the problems of economic development.. 
Heretofore practically #11 assistance had been given on a project 
basis and often did not reach a large part of the people. While 
the project approach would continue to be a useful Re a8 was 
ed yi ing to know that assistance could now be given in such 
i B es housing, agrarian reforn, public health, 
arg eto. : 


Seo President cate be theuehs : this type of program was the 
beat answer we could make to the aggressive tactics of international 
and the ssbessater agreed. 


7 
J 
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Foreign Relations, 1958-1960, volume V, Microfiche Supplement 


COLOMBIA 


U.S. Relations With Colombia 
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PARTICIPANTS: The Minister of Government, Brigadier General Pioquinto RENGIFO 


The American Ambassador, John M. Cabot 


General RENGIFO assumed office on January 8, and I today called on him at 
my request in order primarily to discuss the question of the closed Protestant 
churches. General Rengifo had been Governor of Antioquia at the time that I 
had accompanied Dr. Milton Eisenhower on his mission around South America, ana | 
we therefore briefly exchanged reminiscences. 


I then said to General Rengifo that he doubtless knew that the subject I had 
come to discuss was the question of the Protestant churches of Colombia. This 
was a mitter which was of great interest to millions of Protestants in the United 
States since they had sent money for the construction of many of these chapels, 
and other contributions, and many had American pastors or other American connec- 
tions. For decades the Protestant churches had existed in Colombia without any 
serious trouble - indeed, the Presbyterians had been invited by the Government to 
come to Colombia 100 years ago. In the last ten years they had had mounting 
difficulties which bad culminated under the Rojas Pinilla administration. I !ad 
not heretofore pressed this matter due to the many other serious problems facing 
the Government, and Villarreal's resignetion, but now that the Government hac a 
legal mandate from the people it seemed an appropriate time to move ahead. 


I mentioned the assurances 1 had been given since arriving here and described 
my conversations with Minister Villarreal. With regard to the circular which the 
latter had sent to the respective Governors in Sept«:ber as a result of my inter- 
cession, I said that I understood that at least some favorable replies had been 
received. 


I said there were two phases to the question. In some cases the Protestant 
churches iad been closed in the so-called mission territories. The Colombian 
Government had alleged that Protestant churches were forbidden in these territor- 
ies under the terms of its agreements with the Vatican. On the other hand, there 
were a number of churches which had been closed outside the mission territories 
where no legal authority seemed to exist except the arbitrary fiat of the Govern- 
ment. I gently emphasized how arbitrary the attitude of the Rojas Pinilla admin- 
istration had been in this regard, since General Rengifo had mentioned earlier 
that he had been “out of grace" with that administration. I said that we hoped 
that these churches at least could be opened as a starter. General Rengifo asked 
if we had a list of them available, and I handed him a copy of our Note of 
August 6, 1957, with this list. 

I said we recognized that this was a delicate matter and that a gradual 
approach might be better than a drastic one. I did want to say, however, that 


while we felt that the case was clear in regard to the churches in non-mission 
territory we hoped that in due course the churches in mission territory could f 
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" 2¢ Department will note that General Rengifo cave .:c no exmlicit assur- 
ances. and tiiat we say bc faced with further indefinite stailins on this 
quesiicn. ievertheless, he seemed to tale a somewhat more allrirnative 
position tian nis nprec.cessor, and I an hopeful ti.at he wi.. te willing ai 
least iv rec a some of the churches in the ncen-mission territories within 
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} also be reopened. Although the Rojas administration nad claimed that the agree 2 

ments with the Vatican precluded Protestant churches, the text of the agreements | 
did not bear this out, and the Nuncio had informed the Embassy that he did not so 
interpret them. I said that so far as I knew, although some parish priests and 
a few bishops were against the reopening of tne Protestant churches, I had been 
informed by Minister Vi-larreal that the Cardinal and the Nuncio were quite will- 
ing to have them reopened, provided they did not proselytize. I said that I had 
no instructions to ask that they be permitted to proselytize and that I did not 
think that this was by any means as sore a’point among Protestants in the United 
States as the basic question of liberty to worship, which was guaranteed by the 
Colombian Constitution and observed ia practically every country in the world 
outside of the Communist bloc. 





' 
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° 
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General Rengifo said that he did not think there was any opposition to 4 
Protestants worshipping in their own churches. He recalled that there had been | 
a Protestant chapel opposite his home in Sogamoso and that it had been attended 
by very decent, well-behaved people. In other areas, however, they insisted on 
distributing Protestant propaganda and thereby irritated Catholics. I said that 
although I was a Protestant I recognized that Protestant propaganda occasionally 
touched Catholics on a very sensitive spot and that i had even heard that it had ' 
at times outraged Catholic sentiment. I thought the latter reports were generally 
exaggerated, if not untrue, but I certainly did not support anything of this kind 
if it did happen. I mentioned that I had steadily urged moderation on the Protes- 
tant leaders, notably when talking with a number of them in New York in October. 

| 


I seid that there was one other matter which made this problem of particular 
importance at the present time. Every time that we tried to do something for 
Colombia - for example, at the time of the $60 million loan = there had been out- 

' cries among the Protestants in the United States which had bee: reflected in ' 
Congress. In the ultimate analysis we could do nothing to help Colombia without ’ 
Congressional approval, and I feared that some time at a most inopportune mome.t 
this might not be forthcoming. I therefore aoped that Colombia, for its sake, 
would fee] it advisable to do something to correct the situation. I again mace 
a plea for at least gradual action. ks 

; i 
Ve 
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Genera] Rengifo said that as Governor of Antioquia he had been familiar with 
Minister Villarreal's circular, and that he had discussed this matter with our 
Consul. He felt that there were some areas of the country, where violence was 
still prevalent, where it would be inadvisable to act in the present circumstances 
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but there were other areas (such as Boyac4) where he saw no reason why the churches “S$ 

could not be reopened. He told me he would take up Minister Villarreal's circular a 
, and follow through on it. I asked that he let me know when anything concrete ‘Bad 

developed. ‘© 


Our talk was at all times very cordial. , 


"Yhe Departvent, Will note that General Rengifo indicated that a fow churches 
s might be reopened and that he will confirm in writing the oral information which he 
»*gave to me in this regard. Sone governors, however, are unwilling to have the Pro-~ 
~ testant churches in their departments reopened and a nunber of governors, for one~ 
a reason or another, have not replied to the liinister of Gobierno's inquiry. I think. 
it can safely be assumed that these governors are reluctant to reply and will stall . - 
-a@s long as they can before making a decision. I shall try personally to see one or 
two of these governors on for’ Lheorting trips and hope in this way to make further 
L progress in cctting the churches reopened. n ( : ) 
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Memorandum of a Conversation, Bogota, February 10, 1956 


(4 pages of source text), not declassified. (Department of 


State, Central Files) 
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SUBJECT: Colombian Economic Situation. 


PARTICIPANTS: Colombian Ambassador José Gutiérrez Gomez 
Assistant Secretary Rubottom 
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The Ambassador said he first wanted to mention the visit of two offic 
' of the Soviet Embassy in Mexico to Colombia. There has been a lot of loose 
y (newspaper talk about what happened and he wanted Mr. Rubottom to have the true 
facts. The Colombian Covernment is favorable to an arrangement whereby a ~ if 
able amount of coffee can be marke hind the Iron Curtain, and there is talk yi 


Jof receiving wheat, fertilizers certain construction naterials in return, 
which would be very acceptable. But actually no agrvement was reached between 
the Coffee Growers Federation and the Russians, although it is hoped that ons 
can eventually be worked out. There is not the slightest truth in reports of 
permanent diplomatic and consular relations developing from these talks. 
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Mr. Fubottom thanked the Ambassador for this information and said he could “? " 
see that the trade proposed by the USSR would interest the Colombians, if the % 
Russians fulfilled their commitments. Past history unfortunately shows that bee . 
the Russians do not always abide by their agreements and use trade talks as an “ 
opening wedge for attaining other objectives. He was gled to hear that the 


Colombians are aware of this and are taking precautions to prevent any such turn “ 


of affairs. * 
The Ambassador said the economic situation of Colombia is very bad, and -: ™= * 
it is natural for the Colombians to try to find new coffee markets wherever ‘theg D/ Pesce 
can. The next two years are the critical ones. It will take $85 million to <=° a 
service the commercial debt in 1952 and $83 million in 1959. After that, they. 5 
will be over the worst. But with coffee prices falling considerably below the -; 
budget estimates, it will impose an almost intolerable burden to meet all fore=* 
;pseeable obligations. Imports must be held to $18 million a month & order to ay, 
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come out even. The Ambassador did not see how this could be done. 
to 1956 imports were in the neighborhood of $50 million per month; in 1957 they 
averaged $35 million; since October they wave fallen below $30 million, and 
were only $20.5 million in January, but it is impossible to continue at this 
level. It would mean closing down some industries, it would not permit a suffi- 
cient supply of raw materials, it would restrain normal economic develoment. 
He assumed Mr. Rubottom had heard of the credit measures taken yesterday: 

this was a step in the right direction, but only a short step. 


d 
§ 
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Mr. Rubottom said he was very conscious of the difficulties facing the 
Colombians, and could assure the Ambassador of our sympathy and desire to col- 
laborate in solving them. It was unfortunate that when coffee prices vere at 
their maximm a few years ago the Colombians continued spending at such an ex- 
cessive rate. He said he would urge the Colombians to tighten their belts as 

said 
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that over the long term we would bot 

the evidence of our willingness to cooperate which was given quite recently by 

the Export-Import Bank when it made available, in conjunction with New York com 

mercial banks, a credit of $87 million dollars to help in financing the commer- 
) cial backlog. The Ambassador said that he would be the first to recognize this, 
' and Colombia was grateful for it. 
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the Ambassador should understand the facts and inform the Foreign Minister 
accordingly. We have given consideration to the latter's proposal that the US 
finance the purchase of the two destroyers which have been built for the Colom- 
bians in Sweden,}and he was sorry to have to tell the Ambassador frankly that 
there is no possibility of doing this, regardless of any merits that the plan 
might have. ‘We still have hopes that the two destroyers allotted to Colombi 
in the "ship bill" will be made available before the end of the year, howevc-. 


es Mr. Rubottom said he wanted to mention another matter, for he felt that 
; 


2a abet Fe 


Mr. Rubottom added that he plans to visit Caracas and ogota next wees 
leaving Washington on Wednesday, February 26, and arriving et Bogota on Satur- 
day, March 1.A He said his plans were made somewhat hurriedly and he had not 
had an opportunity to inform the Ambassador sooner. The Ambassador said he was 
glad to hear that this trip was planned, and was sure it would have most bene- 
ficial results. 


Peas 
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"Defense and the Navy stronzly oppose paying for the Swedish destroyers. 
_ They point out that the chips wore purchased over strong United States recomen- 
; Cations against such purchase; that in no wey oan it bo substantiated that : 
““ we have any obligation to pry for the Swedish destroyers under our LDAP acroo- : 
‘ ment with Colombia, as Colombia olaims; that there would be no justification ol 
«. om the basis of current MAP objectives to use MAP funds in this way; and that 
wo have two destroyers for Colombia in the pending Ship Loan Bill. 


. 


~ 


"2A agroos timt the United States chould not pay for tho two Swecish 

: destroyors with grant aid funds. If the Ship Loan Bill is passed, Coloubia ‘3 
.. would do woll to try to soll the Swedish moe (but not in the ~ 233 
, ° heaisphere) and chould be encouraged to do so." CAen/wst Files, Lot &2D jot, 


“Yds to Calswcbie.”,) 
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SUBJECT: Religious problem in Colombia. 


PARTICIPANTS: Assistant Secretary imbotton 
Ga - Mr. Verdlaw ) 


OA - Mr. Gerberich 
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he took up with the Foreign 


rst question 
at of Protestants. t 


___ir, -Kubotton said that the fi 

Hinister,on arrival at Borota was the matter of treatme 

Ye told the Foreirn iinister that it was disarrointing that no churches had 
heen reorened excernt two in all the ents tiat have passed since the now 
aiministration has been in rover. Yhe Foreirn Linister said it was danger= 
ous in some cases to reoren Protestant churches, a5 it night develop into 
a question of public o but the Government hed orened some 
additional churches. rresent, said, "I am Sorry, 
tr, Minister, but none of these churches exce 
opened.” The Minister then sroke to his ass 
cussion betveen then, after which he told Mr. Rubottom that he thoug!:t some 

should be reorened. 
. 


of the churches © the list could anc 
nr conversation with Gen. -leve% Pardo of the Militery Junta ' 
up the question ef tne closed churches again. lie \ 


us to talk of economic or techni=? 
treatment of the Pro® 


a 


“yr years 
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Later i 


Mr. Rubot’om brourht 
rointed out thet it is very aifficult for 


7 cal or militery aid to Colombie yhen this question of 


testants still remains unsolved, for some onc is sure 


to raise the questi s 
’ of reopeninz the closed Protestant churches. du 
sure that sone ~ 


7 Gen. Navas saic he was aware 
¢ this, and Mr. Rubottem could be >A 


2 LA; , of the churches will ve 
3 DCR openec. ‘ 
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SUBJECT: Colombian Coffee Problem; critical economic situation. 
PARTICIPANTS: Assistant Secretary Rubottom 


OSA - Mr. Bernbaum 
OSA - Mr. Wardlaw 
OSA - Mr. Gerberich 
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Mr. Rubottom said that while in Bogota he had discussed the Colombian 
economic situation in detail with officials of the Colombian Government, 
and there was no doubt in his mind that the situation is serious. With 
regard to coffee, he said that the Colombians were hoping ardently that the 4 
United States would join the world coffee organization, even if the regu- 

- (-“Tations have tc be i.) He offered some hore but mace no commitment. 


In the discustions of the backlog and the possibility of refunding the 
debt in the United States, Mr. Rubottom was careful to impress on the Col- 
ombians that if they want more economic help from the United States the first 
essential is to rut their political house in order. Mr. Rubottom was satis— 
fied that the Colombians are quite aware that this is a prime necessity. 
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1. First was ite need to finance esemrtial imports. for this they 
sheald turn to the Exintenk. 
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“the Embassy feels that the anti-Nixon and anti-U.S. demonstrations which © **»/<- 
occurred during Vice President Nixon's visit were certainly not spontaneous but 
were obviously contrived affairs led by Communists and other malcontents. Despite . 
efforts to rally mass support, the demonstrations were small-scale affairs and 
attracted no appreciable support beyond the initially organized groups. Advance 
efforts to rally general student support for the demonstrations largely failed, ..: ‘ 
as did on-the-scene efforts to arouse the general public. Thus, we believe that | 
these demonstrations did not represent the views of the Colombian man—in-the- .. < 
street of any social or economic stratum. The public was either favorably dis- . ~“ 
posed toward the Vice President or apathetic! 
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siayecT:) ost Morter. oo. .ve May 2 aevoil and the May 4 elections. « 25 2 
2 fo ait ite latest vee xa) eur Embasev stetc: that the colombian Government was lucky 3 


to dismose of the revolt es successfully as ‘t a fracticelliy all of the Mi.i rs] 
“olice in Sogota and considerable elements sft * National “olice, including their _— 
commanders, were involved. The latter hed vis ty blocks leading into the center ofng ; 
the town, but lcyal troops from Usaquen barracks rolled them uw and disarmed the ~“ 
Police early in the day. BE 


When the >ilot of the charter plane abandoned Rojas in Bermuda and flew tack 
to New York, the revolt was, moreover, deprived cf the leader it had planned to rally 
arceund. The rebels were unable to use the radio stations which they ceptured, as the 
civilien technicians.were ste xed at the roel blocks and orevented from going to 
work. Thus there wes little rabble-rousing over the eirvwaves. 


Col. Hernando Forerc, the leader of the revolt, who is in asylum in the Salv 
ren Embassy, has all sorts of charges -f brutality and murder ~ending against 
including the duminge of guerrilla prisoners out of an airplene, the personal murdeé 
of a civilien and the murier of guerrilla prisoners in Tolima. The Embassy does 
believe the povernment will cive him a safe conduct. 


While Llers- Camargo ~olled only about «-1/2 million votes because of Conservayy 
tive abstentions and e@rathy on the »art of sany of octh rerties who looked upon hiss 
election as 2 foregone conclusion, his victory in seme quarters sas most surprising 
Antioquia, once the stronghcld of the Conservative «arty, was carried by him by a 4\) io 
vote of 9 to 1. The Devartments of Boyaca and Santander, where Alzatiste and fx ji 
strength was greatest in the congressional election, went to Lleras with cosfortabd ' 


margins (in Santander his majority was ever 55,000 votes). Ir Valle, however, Leyva = 

got a much better vote than was expected; our Consul ot Cali reports that in some dis- ¢- 

tricte Lleras voters were ke>t away from the polls by force. Samle returns from J 

such areas are: | ~~ 
Ansermanueva - Leyva 7,000 Lieras 49 oie 
Argelia " 2,592 . 5 ade 
El Cairo " 2,117 . i 


Our Consul remarks, and I believe serirusly, that the »ro-Lieras voters are %w 
marked for death. 


Nevertheless the Junte and Army gave a splendid cemnstretion to have an orto? or" 
election. With the Army cut in force and tronps stationed at polling places, it =) ” 
wasn't necessary to suspend voting in a single munici*vality. -erha>s the surest , 
that ‘the election was generally fair is the fact that Leyva is convinced on the 
of ‘is 585,000 votes that he made a gncd showing and he has decided to agg in 
ombia and contAnue as active leader of the dissident Conservative faction. 
hopes to make a serious attemmt to combine this facticn with the Valencistes on ote ly) 
basis of their common opposition to Laureanc Gomez. The Embassy“reports that Seclge 
tary Dulles' message cf congratulations to Lleras received excel7ent press cover 
So did similar messages from Ambassador Cab-t and former Anbapsador Spruille a 
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Un considerin: further the religaovs question in tuls country ajter the ver } 
helpivl talks whicn i ba: Uurin™ ey consuitstion in dasnington, {1 thouri.c it aut “\A 
be wSelvi vo tne depariant if I pub on papcr .y wWourets reparainy it in tne pres- , 
ent cunjuncivre. . 





l. Wiat should be cur vasic purpose: 





Americans vclieve firmly in tie principle of frreedon of worship. 
‘ that _principie is obeing ilagrantly pty today in Colombia - only ls 
$0 under the present Goveiw ent tha: under tc three preceding aiaiee 
wrations. It ic unquestionabic nc. farm toatl there .as vcen violence 
avzainst Protcstanis, tieir oropert;, an ih ‘r tcciti ate risats and 


inverests oy :rivate inulvicuvals, ' alse i.a@e toe Covmrn onl oy arvi- 
twrarily closing churciics and sci.oo!. on one . revexy or anower or by 
preventing the o «ning 01 Cciwreches ai sciOcas 18 _dejivcrately auter- on 


luring with ircedom oi worship. 





Sirongiy as we are attached to the principle of freedom oi worshi» 
I question, however, whetier it is - prooer suvject in itself ior dip- 
lowatic represenlvations, ani i dovwl tnat it is wise to attack tie 
relicious question irom this anrle. We vo rot, as alter o: proper 
interest, vori: to uphold in other countrics ireedom o1 tne press, 
individual rifirts, and tne other rreat Liverites of a jie wcracic syste 1. 
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It is periccta, .coper tial inaividvals and rrivacve crvanizations shout oe 
Suk to muster ~uolic oO: 1nilon in tis United States ani otner countries -*, 
beninu tue waint nance of Lnese principles. It as doubtlul winter it _. 
is proper, anu at would iiuecd ayecar to ve contrary to the ciiarter o1 oe! 
the United Nations and sar: other international instruients, Jor us as Ro 





a roverment vo seek to upnold Uiese principles in oticr nations, since 
they are norually consider.’ interwas satters. We shovli not perait 
: ovr private sense of oulracc to override di; Lowatic prudence. 





We must then, as I sce it, lala bac... on a second etadd in secKius 
to ueiend Provestant interests in tnis country. -iany of the Frotestant 


ussionaries ana .inisters active in tnis country are Americans; «uch 
y Provestant churen property is owneu vy Averican individuals -anu 
, . 
' , 
j ‘ 
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and co@anies; sany churciucs and schools jicrive a substantial vert of 
their support from Awerican contributions; ani I velieve there are 

cases in which, whiie no immediate connection with the United States 
exists, there is a nistorical and sentimental tie. Since cases in wnich 
legitimate and long standing private Avterican interests exist are so 
large a proportion of the cases which come to our attention, it secms vo 
me that we shovld wre ties the basis tor cur ofiicial representations 
to tne Colombian Governmecnt. We cannot clain that these pastors, churches 
and schools shovlid be persitied to function es a maticr of international 
virrt, ort we can leritirately make representations on their tehalf on 
the basis of comity without raising inconvenient questions of propriety. 
As a practical satter, it seems unlikely that the Colombian Government 
would yieid in the many cases in which United States citizens and organ- 
izations had leritimate interest witnout establishing ceneral rules 
equally applicable to churches and schools in which no legitimate Amer- 
ican interest can be shown. “ithout, thereforc, spellire it out that we 
ary not making representations on tbchaii of trotcstant pastors, churches 
an: schools there ro Anerican interest can vc shown to cxist, I believe 
that our representations shovid be more restricted ani explicit in order 
that we say not lay ourselves open to charges of improper interierence in 
this highly controversial matter. 


what is the present Colombian Government's attitude towards this question? 





The vepartzcnl wala recail that Assistant Secreta:y Nubotton and tie 


wbassy nave becn steauily saring representaticns revarcing Protestant 
sclheocls and churciies ever since tie oew Governiucnt caw to power. Unior 


tunately, none of our representations has accomplisicu much. Ww have 
succeeded in reopening a few churches and in retting a iew other conces- 
sions (such as visas for incoming missionaries and pastors) but the prob- 
tien is almost as unsolved as ever. ‘We have every reason to believe that 
the presént Government is moverate, broad-minded and vasicaily triendly 
to the United States. Why, therefore, has it not acted in response to 
our repeated representations? Tnere can, of course, be no doubt that the 
Government has Some reasons for procrastination. Upg undovotedly is that 
the Government does not wish to take an unpleasant decision; the second 


bb is tnat at is ap orehensive that the reneral reop-nine of Protestant 


v) 


churches and schools would produce very vniortunate puolic aisturbance:. 
The third is that, if they can siaii iong enous, viey probably hope to 
pet out of office before they are forced to reach a uecision. 


I nave reason to suppose that a fourtno, and periaps the most impor- 
tant, reason of all from the Governuent's viewpoint is Unat at some time 
in earch the position of the Catholic Church in tiis matter hardened. 

t+ seems quite possible on the basis of various bits of evidence which 
reach the Embassy that at some time in the month of liarch the Colombian 
Government, anxious to make real progress in the watter of lrinancial 
assistance to Colombia in the crisis it tnen contronted, was prepared, 

as a result of Mr. Rubottom's and my representations, to make substantial | 
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| concessions to us. It is clear that at the beginning of tie wontn the 

Foreign Minister seemed receptive tc such a move. Mien he talked to 
on the eve of nis departure for Washington, it being clear at that tise 
that only American good will (rather than strictly economic considera- 
tions) would induce us to vail Coloucia out financially. the Forcien Minr- 
ister should have been most arxiocus to numor us in matters of intcrest 
to us, yet in point of fact something nad happened which forced nia stub- 
bornly to deienc tne present sitwation. I can think of no iorce which 
would have tne power to do this except the Catholic Church. 


It is also interesting to note the chronology of attacks in the 
Catholic review America on this Embassy. The first major blast appeared 
in the March Uth issue. tather obviously, it did not just happen, and as 
a further point the writer of the article showed no interest in getting 
the Protestant side of the question. It is at icast plausible that the 
Colombian Catholic nierarchy, aware o: oUF pressure to reopen Protestant 
churches and schoois, deciced to mount a counver-offensive in the United 
Siates to stir up tne many aillions oi ow Catholic citizens to protest 
tinal the ocbassy was acting in tne interests of tie Protestant sects 
7 | ratoer tnan tne pation. I think we can tentatively concivde that the 
; present Government will stall for the remaining month that it stays in 


power. 






The ;resenlt povernmont is perhaps not quite so inclined to .aintain 
discrinination against Protestants as would appear irou its failure to 
take remedial action. (As the Veparweont is aware, tic only rexdial 
aciicn taken to wate with regard to -losed clurches and schodls lias bees 
to permit ohe church in Mission verritory and Jive clapeis outside of 
}G55ién Territory to reopen, while scores of churcues, chapels and 
schoois both within and ovtside of Mission Yerritory remain closed.) 

The Foreign Office indicated to us iniormaily that it would have no ob leo 
tion if any closed churches and chapels in Mission Territory were able to 
reopen quietly wits: local permission pending an over-all resolution of 
the matter, anc we have received reports indicating tnat some were able 
to reopen in this sanner. However, this has not proves to be a very 
satisfactory approach, since in mar) of these instances tive Departwental 
and local autboritics have recently re-closed the ciuwrenes and chapels - 
usvally unier pressure fron the vatnolic clerry - on Ue crouwnds that 
tue central government's proiibition on Protestant activity in ‘lission 
Territory still stanis. Anrparently, even where the leparteental or 

docal authorities are iavorably disposed toward a reopenine of these 
churches and chapels, they cannct wit! stand Jhurch pressure without the 
ofticial backing of the central government in the for« of a recision 

i the prohibitions. Wevertheless, there is some reason to suppose the 
present Government tacitly favors local action ac @ means of keeping 

the situation in hand and moving slowly towaru rreater liberalization 
in the treatment of Protestants in this country. 
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3. hat is the exctional ateosonere? 





It seems to me essential that tuc .c-arteent should appreciate the em- 
tional ateaosphere in Colombia (as wll as in tim United States) in aica 
this question must be scttled. In revard their catholic faith, wst 
Colombian Catnolics tend to & fervent, and «zany are Disot. | anc fanatical. 
They belons, in iar too many cases, %© a pencration which has passeco in 
othae coumtrics and wich Woumil wat ‘uc only ‘oo! non-vatholic was a dead 
non-vatholic. ven relatively woderalc Colosbian Catholics wili rationalize 
their bigotry by claining that tney do not want the unity or the country to 
be aifected by religious dispute or b7 saying that there is a linx oectween 
Colombian Protestantism and Jommunis«. A more respectavle argument is that 
the troubles the Protestants nave nad in Colombia in the past ten years 
have werely oeen a by-product oi the munerai atvosrwere of violence which 
has prevailed in lars<« sections of the country durinr that period. Jhere 
is uncovbtedly truth *o nis arrvucent since, avon other thinrs, it is a 
fact that the preat ~ajority of Proves ants are Liverals, avd political »er- 
seculion was cenerally directe:i arainst “iberais. Yhere is also indirect 
truth in it in that, when law and order have larrely vanished, ‘fanatics 
aeonge the wajority have a better clanc« to unleash mob passions against a 
hated minority with whos they would ordinarily live at peace. My iapres- 
sion is, however, tual any cases cannot be exculpated on any such srounds; 
on the contrary, that smch Provestant oppression has occurred in areas 
are Uliere has been little or no violence. vatwolic ;ricsts have in numer- 
ous indtAjces preached violence arainsi frotestants with impunity; socal 
autsorities bave yleiied to Vaiholic pr. ssure ani taven arbitrary, oppres- 
Sive action arpainst ireowstants. In the interesis of iairnoss it should be 
adied that tne Protesvants are by no scans devoid of fanaticism; the Exbassy 
is aware of cases where they nave stirred up trouble. It stands to reason, 
however, that as a tiny deleaguered sinority they Lend to restrain themeives. 


whe America articles mentioned above have wndoubtedly acerbated a teeling 
which is latent avwne Colombian Catholics tnat the real purpose behind our 
epresentations is to cra: Protestantis: down their tizroats. This is ovvicus- 
dy mot a rational reaction, as they would quickly realize 4a' they considered 
that Protestant aissionarics, ciwrcines aod schoolt operav wit. far creater 
ireedot in ail of th otnor 2v Latin Avwrican repwblacs toan here and yet 
that tne peoples of tnoce countries are no iess Caitolic than are ine Colom 
vians. lorevover, the creater part of the food we cive the Voloswbian peopl: 
is distributed throuch the Vatholic clerry. Jlevorthelesc, tie emotion does 
exist, and it would be foolish to disregard it. I welieve that this is a 
valid reason “hy we siould be .ore specific as to our oojectiv.s. if Pro- 
testant orranizations clati: that by doing this we are cutting the ground 
out from under their rect, it would sees lo me tiie best evidence that we 
had been intervening in this matter to an undve degree, thereby laying our- 
Selves open to the very seriovs charge so often made oy Volombian Vatholics 
that we are disrerarding Colombian sovereignty. 


The Departrent shovid nove twat any further representations made by 
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this Seabassy which com to public knowlccdge and any tavorable resulis wuich 
come from such representations will inevitably be considered oy fervent 
Colombian Catholics as proving our desize to Protestantize Colombia. Given 
the emotional atmosphcre in which this .atter wot inevitably be consijdered 
ani the Latin te~weranment of Sellenbiens I believe that, confronted witn 
such: pressure, they will sisly dir thir toes in and pot yield cvea at 

Ube expense 01 crave haru to Slowla. Any such sitvation would no. only 
be directly prejedicial to Averican interests in Colo wis, it would also oe 
very harafui to our basic ovjectives of prowtinr peace, stavility ani pro- 
gress in Colombia. If, therefore, we are to pursue our representations on 
behalt ot Protestants, it scemw to me essential to clear the air sonehow of 
this emotional Colombian beiief. lbreover, we cannot pot tunis message to 
the Colombian Catholic caaesino -- and it is he whom Catholic priests have 
stirred wp arainsi Protestants — witnout running tne risk of some contro- 
versy. I do not man oy this tnat we should engare in polcaics or ake 
controversial state xwnts. I 41 wan tnat we wet ourselves aiopt a swder- 
ate course anu explain in sodcrale tere what it is and what facts lie 
behind it. dc may not cet anpwere oy Such @ course; we may indeci do wars 
by it; but we are, in “y Opinion, less likcly © do hara uy this course 
than oy pursuing our present one whnicn, I believe, will simply a wunt to 
cutting our heads arainst a stone wall. I dowbt this will accom lish any- 
thine, and I sear it will prove seriousiy pre jucicial to our relations with 
Volonbia. we should not twin’ tnat Uy keeping silent we - or I = are goin: 
to avoid controversy; in addition v tue wildly inaccurate ive. wiich have 
appeared in Avwcrica ani been reprinted in Zl Cal Licisw~, usc Vonsul in 
biellin nas just telephoned to say a vicious personal @itac Las anrpcary: 
in i Horaldo, the church paper in tual city, a)) another aAiacious artick 
has apveared in Manizales. 








In consideriaz wiis entire question, we mst resonber that tncre is a 
strong current oi anti-clericalisu in the Liberal Party. The Protestants 
oririnally entered Colombia a contury aco at the anvitation of tne Govern 
nent and Unre are many Colo.soians who, while devout Catholics, are less 
than inpressed with Uc cnurch's arrovance in matters which siovid sot pro- 
perly concern it. ‘he possibility of Juefyine the Church in matters beyoud 
ite proper co pct nc was vividly iiluctrated in tee “arch conrreszional 


* 


elections wixn the Lavr< anats jtas won a. overwiielain? virtom in the Jonserv- 
ative Party despii ‘he Iulunations o| we Catholic nivrarchy. It would, 
ol course, ve iwossivic oe vs to pet ine Protestant case belore we Volon- 
blan poopie to tie extent thal Lavreano Gomez got mis beiere thea, ovt 
nevertheless I suspoc) thal tne Valmolic Church in Colow,ia dcht ve rater 
unhapoy to be saced ovt in ail ats javaticion if, ow weiner no wore thas 
roasonable concessions, it could have peace. it is, in y Opinion, pre- 
“ciseiy tne fear which exists that our objectives «ay ve far sore awbitious 
than they @ppear wuach nas induced twe Catholic vlwreh and tie Volosvian 
Government to take the fire stand they have. 
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) LL. Wat may we expect of the Iuture Colo wian Goveraunt: 

Dr. Lieras Camarno, the President-«lect, is a devout Catholic. He is 
also an able, broad-minmicid Literal. I ave Little Jowbt that he arorecia- 
tes that tne frotesta:'s hav >t » tairay treated in Colonia aad tliat 
he deplores imis. A! sav tin, in seers t > that, even al he were 
far aotter wndcr toe collar revariine toe troeateent of Prowstanis tuan I 
have any reason to oclicve le is, be would stili be most reluctant to take 
any vigorous action in tuo religious question. lic nas ianerited a virtwali; 
bancrupt poverneent, a iricutful situation of widespread violence in tic 
countryside, a country ex.austed by tem years of oitter partisan sirife. 

His obvious oesire is to heal tie wounds of the past ten years ani restore 
the country's unity and prosperity. He wst work in narncss wich his von- 
Survative al.ics anc cai acco isn nothing witsout wes. Ulcer Usece Cir 
cuwtances, are we sucrose taal we is coinct & stir up & bilter coniro- 
vers) . rrp Ned. LOS he realises, vl course, toat be st 
have ovr sv mr. in ar atLiers, < “© @180 roe@liizes tas, civen tue 
alternatives, we bave pracvically no C..0.ce CUar Wan © ive Hla Wet SuD- 
port. The proof of tue puddine is the loan whicu we have civen Volosbia 
following nis election, and the way in which it was given. i dO not aan in 
any sense to criticize this loan; i merely uSe tuss as @ iuriver indication 
twat we wst oursecives Wilh is proe.ces throve... 


It seems tO me provavie under the circusstanccs teat ~ Lieras &@un- 
istration wiil tr m Se woe CL Witter wetr tina Mm oO Un co 
AeS Quilavy. i ton J. Peascouaol Sur. u “Mo Lieras &. If istree 


“a a _ 
- -»* ~~ 


ticn, disxe & reter: cov 2 
weticr., will take re al accion in .w.e flacrrean’ cates, and will wie con 
ccssions from time to timc. 1 dowbl, hiwever, wat wo can exect any dreo- 
tic shirt. lLieras rer incees try lo shove the whole isswe into the courts 
on constilwtional croundis an! therel lay tiers further. 


.ven tre present situation in Volowila, I aiso question wether we can rol. 
fford to press Lieras int @ corner on this issve. The probable alterna- > 
tive to Lleras is chauc, end in the co:ine voars it a: oc quite heru to -- 
revent precicely that. Given the social umest in Jolebia. the amine ov 
so.smmist ¢£ vili+c, ~n!i Volo bia's ra: lLica’ esi enition ovt 
aicw oi wv r LOLS congidera.tcus, scVe Wal We can 
afioru to finver the 1 undes Lieras on an issu ich is mot vital to lin , 
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ther Vigorous represeaotations. We are not likniy, Waresore, to get any * 
imortant resedial ection tron it. 
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{ may not have perceived the iine beyond which the law siiovld have been 
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We shouid not, as i nave alreacy pointed out, aake visorous represcn*a- 
tions during tie early pari of the Lieras administration. «ce say nope that 
the situation wili gradvally improve. .«: may properly wake representations 
in specific cases or press gently when the moment seems propitious,~ but we 
should be careful how tar we go. We sh-v.d try to clear the air of the 
poisonous fumes now in it vy a positive ,rogram or publicity. Ubviously, 
such a progras should be geared to tiie tenpo of ovr representations. If the 
preuise that we shovle fo slow regar‘ing representations is acceptec, then 
our efiorts to clear the air throuch publicity .a) also be oitched in a low 


gear. In sum, I nave the tecling that this is ancther cxawle of what Talley- 


rami meant in his coment about zeal in aiplomatic afiairs. wsike the vio- 
lence which is still desolating the Colombian countryside, this situation is 
one which it may take years to correct, and it can be corrected only as the 
denocratic warp and woof in Colombian life are strengthened. 


we should also oear in mind the possibility of solving Wis religicus 
provlea oy court action. khen the state of siege is Laited, as at presui- 


adly will ve as soon aiter the inavguration 01 the new adainistration as it 
can be without creatin, Lerisiative chaos, Protestant churches and schools 
can seck through the courts to ovtain their iegal rights. Ubviously, it 
would be better from the viewpoint ooth of the Lmbassy and of the: Colomoian 
Governnsent it the problem could be solved in this samer. We would not be 
placed in the unhappy position of Jlying in the face of Volombian Catholic 
prejudices and of being accused of taking action far beyond amything we in 
fact contemplate. ‘The Colombian Governent, in reopening churches and 
schools, could say tnat they were simply resnectinz court decisions. sore- 
over, if tue rrovestanis can secure their riehts oy covri action, it wouic 
then be oF devbtiul propricty for the 2 wass, to continue vo rake ro oresen- 
tations, at least until a deniai of justice Lada occurred. 


However it must ve borne in mind that many Colombian judges doubtless 
Share the lervor of Ue general popuiace in tneir Catholic predilections 
and some mignt, thereiore, yielding to Catholic pressure, tind legal 
quibbles or devise encless delays by whicii Protestants might in fact be 
further oeprived of their riyhts. Un the valance, nevertiuciess, it would 
appear to me that this course shovid be urged upon the frotestants as soon 
as it is clearly open to thew, despite the danvers which it involves. “If 
it swould prove impossible through the Colombian courts vo secure Protes- 
tant rights, it is also trve that ir -wst of the Latin American republics 
an American co: pany cannot be entirely ¢ure ol securires its rights. I 
question whether we suould go iurther to secure Protestant rights, even 
vhere a legitimate Ancrican interest is clearly involvea, than we should 
in securing any other American richt which uas been violated by the 
Colcabian auvtnorities. ‘“e snovid pernans remember tnat our oraginas 
re presentations were witn rerard to violence visitcd upon Ancrican 
Protestant «issionarics, their cnurcnes and Schools when requests ior ade- 
quate protection were ovviously a duty as well as a rirsht, and that we 
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invoked before we made representations ._parding tae allegedly arbitrary 
actions of Colombian authorities. Uvr ririuts and iuties in this maticr 
are precisely the save as they would be in the protection of any legitimate 
Arerican interest, and we shouid not be swayed in it by enotion, or bdeyond 
the vounds of crudence or propricty by our devotion to the desocralic 
principle of treedom of worship. 
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 wrancv ol Conversation - Varios SA, Deo SacvAUANLA, roreign ‘inister, and z 





John .1. Cabot, American Ambassador, on July 9, 195u :, 4 


The Foreirn ‘tinister mentioned’ to me that he wisned 





quently secured an appointment at » o'cloci. on Wednesday,’ July “9th 7 OF 
the rorei;: ..inister first referrcd to the r-ii-iovs quection. lh read te 
ve and tinn hanw. we @ WO pronocine the. a co. .ission of two Awricans, onc 


~~ 


Cairolic ana one trotestanl, be sent to ti.is countr, wo investigate the entire 
religious situation and render a report. ‘ais ote and a transiation thereol arc 
ehitlosed.\ I did not coment on tie Note at this tix. ‘ie Foreign Minister men- 
tioned tiiat he had no objections to my sugrestion tuat the comission shovld 
include Catholic ard Protestant representatives frou viner nations ii tnat were 
consicered convenient. 


} 
| 
| 


: 

' 

: The soreiga linister then relerred to ie cafet:: ia mttur which i ua. ruis- 
B co Wits. iii in ow previews conversation. «< gu* eb wo uad consult... bhlire 

| ef tne co .cittes of Lauics wo has orvanices anu wei. runing toe cal.ccrias, 


ani tinat tncy nau Platiy refused vO avolisi. Uhe ii Contbavo Cnarvre. “icy nad 
informec tia that they would rather ciose tue caivicvias tuan Jo this. ‘The cale- 
terias were organized as a social project ravner inan as a charity. Under pres- 
ent conc.tions "any seli-respecting tanilies were siwly unarle to get the food 
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> which thcy neec.c. They did not want charity but i: they couid get foou for a 
® no.«inal charse it supplic® a vitai need for thes. Dy, on tive other hand, tie 
) cafetcrias were freely orenci to all comer:, the ocit-respecting eleacnt wovla ie 
~ be driven out, and the caletcrias would be taken owr uy verrars and paupers. gba, 
So far as the cc. mittee was concerned, pur. charit: 1. r’ was in tiie hanes of * « 
a paricn priests and umey did ms Wish te invas ic fiett. “he Yorcien Jine Ein. 
Frlsier poanted cul tinal “Li csna" nad a der:vaiory «a iit in. ieabia. It 
hoc Livy was esscniial in eaci: country to tac that coun ry's idosyncrasies into 
eccount. We siculd not insist on rigid rules on a rliewide vasis. 4 
nm . " 
The toreirn ‘inister tien provosed that sicus be ; osted in tne cafeteria, 't 
wp Spelling ovt tuat the wil: and flour were *iven oy tie Unite: otates, aud ae " 
sami that it could even oc spelled out that the Lotai cost o1 Uw Meals was, 


““sdy, lu contavos, o1 which so much was given by ‘the’ United Simvcs, se wen vy 
avile Coitee Federation, avi so iweh paid by the LU centavo ciarge. I said that 
“the Department oi Agriculiure had rejectea this ior via wnen I proposed it 

insisted that no charge could be made in connection witi: food civen by the-rin 
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The action office mest return thie permanent with an endorsement of neteertiken 
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| Staies. I said tnat I did nut see now the . osivion ci tue lasics' comiutice anl | 
the Depart.rent of Agriculture could ve reconcited, vui I teit a formula -wst be 
found. I was sure that he acrecd witn mc that if it wore not, a grave social 
crisis would resuit. He said that tnis was true, cut I did not get tne impres- 
sion that he was as concerned as I was. (I do not believe that the upper clas- 
ses in Colombia fully appreciate how close Colombia is to social revolution. 
They talk much of this with their lips but I doubt tra they really feel it in 
their hearts). 





The roreirn ‘linister then saii ne wanted to discuss with ze threats to we 
pubiic order and that he would be as frank as he had always been. He nad re- 
ceived a series of messages which indicated tnat a vast plot was being organized 
‘to overthrow the governments of various American republics and establish dicta-~ 
torships. (He skipped from one point to another and the following is ‘therefore 
a synthesis rather than a direct account of what he said). 


with regard to Colomoia thore were indications tnat fojas Pinilla was 


again planning to return. ‘ne rorsiza -Lnister reicrred to tae letter wnicn sy 
Hojas Pirilla hai written to tne arw:d rorces.f{ ic said that tne loyalty oi the \/ 
armed torces was questionable. ue Junva was convinced that tne arved frees 
were Loyal but tnen they lad been similarly convinced vefore iiay 2nd. The For 
eign Minister taen got out a series of telegrams, apparently most or all of 
which originated in the Colombian cabassy at Cuiuad Trujillo. co to 
these telegrans General “rujillo nad sugzest*. to tuc Pan ..sanian Military 
Atiache' (Aved?) that ne organize a coup avainst the present Panananian Govern- 
‘ment. Another message reoorted tnat Peron planned in conjurction with opposi- 
tion elcuents in southern brazil to yo vo southern Brazil or possibly Paraguay 
with the cventual purpose of re-en*tcrin« Arrentina ar overti.rewing the Sovera- 
nent there. ‘he roreign ilanister tnougnt tuat comwnists aig:.t ve included 
anong tnese opposition ele ents. I asked wiuetner Peron was supposed already 
to be in southern Brazil and the roreign Minister said ne did not know trom 
the telegram. With regard to Sa-wel Moreno Jiaz, xcejis Pinilla's son-in-law, 
he had arrived in Cuidad Trujillo. He nad been mot at the airport by protocol 
officers and taken to the Hotel Paz, which was a secomi-class notel owned dy 
the Governient. There he had received many telephone calis. 





4 


The roreign Minister then sai‘ 





hat “here had 
been a creat deal of arms smuggling recently to furnisi weanons to disciient 
elements in various parts of the country. He said that ne had looked into it, 
and was convinced that tne actual si«uggling was purely comwrcid vut that 
didn's alter the tact that tne arms were retting into tie hanis ot disgruntle 
elesents. I said that we, too, hai reports of arus s:weglinc, particularly 
tron Panama, and that we had been looking into tiis «satter to see if tire were 
anything we could do to cooperate in stopping it. He saia that they also knew 
that arms were coming in from Panama. 
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The Foreign Minister then said that he thought it wouid be an effecsive | 


of 
Vio copy of the letter described here wis found in Department of State 


files, 


yY™ referenced telegrans were not further identified, 
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nounce that we were sending a special missicn to the Lleras inavzuration. In 

*'.e announcement, he sugsested that we underscore tiiat we were sending 
the mission in order to express our great satisfaction at the return of Colombia 
to democratic government, and say anything «lse which would indicate that we 
would take it decidedly amiss ir Colombia were not returned to democratic govern- 
ment. I said that the idea of a statement seemed to me a good one. Un previous 
occasions I had indicated to xey military men that in the even’ of a uilitary 
coup Colosbia could exmect no further help from the United States. He entius- 
iastically agreed that this was a wise wve on wy part shce Anerican ail was 
obviously essential to Colombia in the present circumstances. He suggested that 
the military might be furtner impressed if a military fisure were included in 
the special mission. I said that I saw the point of sending a special nission, 
but it was slightly emoarrassing for me; I had discussed this matter with 
several of my colleagues, and since I understood that Lleras aad not wished 
special missions to be sent to tne inavruration, I nad indicated that we were 
somewhat adverse to sending one uniess we found that everyvody else was plan- 
ning to io so. The Foreign -finister said tnat it was a reversal of his position 
also. However, he telv that the circumstances warranted it. 


The Foreign Ilinister then said that since we were talking so frankly he 
wanted to tell me about his experiences on the morning of May 2nd. He had got- 
ten away trom his apartment at 5 A.M. with Jorge Mejia (Minister of Agriculture) 
before the ailitary police had picked nin up, as tney iad other high government 
officials. ‘ney had been stopped vy a patrol (ne did not specity whether it 
was a military or police patrol), and that at tnat soment Lticy saw the car ot 
General Paris (ne said "not the Junta wemver, bus nis vrother"), and Santarnaria 
hai said to .lejia in énglish, "Let's set invo tunis sititary car". ‘hey had thus 
sately reached the barracks at Usaqven. Santamaria and .«jia arreed tnat if 
tney found the military had also risen they would simply get arrested a itew 
hours before they would be in any case. They found a scene of wild confusion 
at Usaquen, since no one knew what was going on. Apparently "sone 5 cfricers" 
were undecided what to do. He had hastily haranguea then, pointinz out that 
if Colonel Forero thought ne could run the country iu the face or pvopu.ar 
opposition and tne inability of Voloubia to get “one dollar to rinance iports", 
he was greatly mistaken. ‘he ofiicers appeared impressed wits: tais arguaent 
and eventually he was taken to General Gomez Arenas, wno was by Liat time 
organizing the counter-attack of the loyal forces. 


I then said that since we were talking so intimately I wanted to ask hin a 
direct question: wily had the Government done nothing about the other officers 


who were xnown to be implicated in the May 2nd uprising? (I wentionec no nanes). 


The , Minister smiled taintly and said he didn't know; tue Junta had 





The roreign iMinister caid tnat he was seriously concerned at the problea« 


of communism in Venezuela. He had heard trom various Venezuelan triends that a 
very dangerous trend had developed in tnis direction. He particularly mentioned 


L Lp ay, sod —— 2 of - “7% 
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| sas "endoza", obviously wie forser se.ber c. tic Junta, ma? vold hin now dis- 
turbed he was. 


The Foreign Minister incn let me read a long draft Note which he was 
paring to send to the OAS with revard to a .. *tinp of roreien Ministers. / ‘The 
Gaie of the meexns was, as the roreiyn .iinisver pointed out, purposely iert 
very vague. ‘ne rurpose would be to discuss the wile Guesiion 01 ecomoxic Coop 
eration in tne Hertispherc. I vic not like cne pfencra) tone of the Note and 
mentionec to the roreicn tiinister trat I di-u't thin.. ue woulda be altopesher in 
avrecoment witn hin, but ina. ne of course hal tne rircat to express iis am views. 
I particularly took exception to a pararranpn suggestine that cooveration has not 
been as close and ample as it shovid have been. The roreign ilinister immediately 
said that he had not intended this as a criticis: of the United States but 
rather as a statement of tne undeniable fact tiat the Latin Anerican republics 
have not cooperated asonz thesselves. He wovid re-urait this nararrapi. anc 
malice tnis clear. 





I sail viicre wore sevirai war's waici: I would lise to tae up with aia IT 
Yirst asked wuctt.cr he had ascertained whetuer Llcras inicaded definitely to 
decline tic President's invitation to visit “ashinzion in Novewer. ‘he Foreign 
Minister said he had unfortunately failed to ask Lieras this the one tine ne had 
seen him, but he would telephone we and let : now. 

I then referred to the fact that tne Banco de la ..cpuvlica was kiting us 
have onl, .1l. :-csos to is: dollar on money which we a. drawiy apains* pay- 
ments for arricuvl.ural sureluses. Uncer tin present «x-Lanre System tuls sec.cea 
to «w in clear contravenvion of the ters of our acre. oni, an. I Loped wat 


instructions wousc oc isSsuc.. Ww tie Yanco uc 1a " vii ca Ww pa) vs in accorde 
| ance with these vers; i.c., cerviiicate rate plus lu... Liv roreign iiinister 


ee oe 





said that toc lU,. matter wus vein andled in Washi a and i arreed to this. 
I noted that the Colombian Governacnt was now collect it * tue lv. from purchases 
of surplus products. He acrecd to take this satter up. 


I then said that I diu not wisi. to discuss tue er tre relizious question 
but therc was onc aspect of it waich ) did seriovsly concern me. ‘he Catholic 
Church was anparently prvttin= on a syste wtic cawairn against the Labassy an. 
tine Consuiate at vali in connection with tiis question. I sain that I was 
aceustoned to avlacks amu’ ocr didn't worry «, and t. 2b it was of course tie 
priviler: of the catholic clerrcy to say what it wanlec. lowever, it seaned te 

Soa wly injudiciovs uncer tne oresent circu.stances vo wash all of vhis 

y linea in public. tm attacks completely aisre,re onved vhe positlon of 
ee e “Embassy and the vonsuiate. cacy alleved that we weac tryinc to Prevostan- 
tize the country by distribivtine ico1, whereas the iu.ct sas tnal we wer. dis- 
tributing tiie foou throuvha tie Catnulic ders. sisho: Alvarez Jostrepo sad 
dDecn particulari*’’ active, evidentiy as A «anc Ooi set in’ Gane “rotestan. ise 
Sionary oul of it tow oc Supid. i would think teat wn catiolLics shoul, 
realize that the only people wno could profit fro. a quarr. i of tnis Kia were 
the Communists. I, on sy part, nad repeatedly urced :cieration on the Protes- 

| tants and their statements, and I feared that if the Catnolic attacks contin- 
| ved the Protestants wouid join in tne iray. Yat woul be no atiosphere au 
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whicn to vet anything done in tiie reLigiovs question. 


The Yoreign Minister saii tnat ne knex that Bisnop Alvarez Restrepo had 
been deeply offended by ms conversation wits the Consul in Cali. (Why,—I-can't— 
imasine - one of tue two consular oificers ww spoke with ain is 4 Jathclic, 
ami accoriing to their account Alvarcz Nestrevo comletely misrepresented the 
conversation). le thousit that he irlt speak to ttx Wuncio and suzresied I 
Go the sae. I arreed that tis sist o¢ Lvlpivui. 


the whole conversation lassie. ai vour an! a nali. 
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Embassy beiieves considerable of Avianca opposition to bis 
lateral sit agreement stems from bitterness over failure of 
CAB to take acticn coumection permanent permit Miami/New York 
route. [5 question Avianca permit could be settled rapidly, 
thie complicating factor in Colombian Ccugress consideration 
of pact weuld be eliminated, If CAB decision favorable to 
Avian:a we could expect less oppusition ivr bilateral from 
this influcutial airline which presently way fear US with- 
holding sdverse action until ratificatio.. achieved. Inasauch 
as it: appears bilateral will receive couyii-sledding at best 
in Cuagress, failure CAB clarify this poiut creates unnecessary 
complicatic: in congressional corsidecativn and the impression 
CAB “heckling” Aviuwnca. Even in unlikely event CAB decision 
adverse. and thereiore ratification fails, would serve to 
remc.« any grouud for subsequent contenti n US reserved this 
surprise util after Congressional action. If Colombian 
Congces® rejects agreement, after permit granted they could 
not allege we were responsible because CAB had not granted 
Avianca pexmit. On other hand, if permit granted and agree- 
ment then rejected, we understand (DEPTEL 107) that pernit 
would autematically be cancelled, 


Therefcre urged Department attempt to beiug CAB decision to / 
head secmiet te chbtain final resolution Avianca permanent 


CAbOT 
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Reference is made to 4 letter dated Noverber hl, 1955 fron 
Mr. H. Gardner Ainsworth requesting that, in view of the facts sot 
fcrth therein, the Board exedite consideration of the pending ap- { 
plication of AVIANCA for a foreign air carrier permit. ,-— iS 
Go 
- 


— eipenee ad 





\" 


The Board is comvinced that the concern of the Colombian ss 
Congress this case is due to a misunderstanding of the 
nature of the action being taken, ard that such misundorstanding 
has been fostered by AVIANCA. A fuli explanation of the Board's 


position was set forth in an instruction to the Embassy early this 2 
year (No. A-139 dated February 1h, 1958),) 0! it is recommnded \ 
that the Dmbassy bo requested to reiterate tu the Colosbliins ti- 

points mode therein, 








The Board has dome its utmost to emedite this case. The pre 
hearing conference on AVIANCA's application was held on 4uqust &, 1957, 
at which time counsel for AVIANCA requested deferral of furtner proceed. 
ings to enable AVIANCA to obtain from the lmoartment of State ao legal 
interpretation of article of the United States-Coloniia Air Jrensport 
T ~~~ ,oreement.) Thereafter, notes were exchanged between tiv United States 

and Colombia relating to the Board's action in the light of the pro- 
visions of Article | and the commitrents mde during the necotiation 
of the Agreement. In February 1956 unon the representations of 
Ambassador Bonsal, it was agreed that, in order to expedite the case, 
the Board would disnense with the usual hearing on the aplication and . 
would enter into a stipulation with AvIANCA with respect to the facts oy’ 
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wiich would have been covered in the hearing. The Board staff mide s 
repeated efforts to obtain from AVIANCA counsel an agreemmt to dis- RS 
cuss the nature of the evidence to be submitted but the ‘'atter sppeared ely 
most reluctant to cooperate, However, the matters on whieh informtion ae 
_ Was to be furnished by AVIANCA wore finally arreod and in Nay 1958 a 4 
list of the questions to be answered was forwarded to AVIAWCA counsel, ae 












Two months later, on July 9, 1956, AVIANCA subcitted documents purport- 
ing to be responsive to this questionnaire, Slortly thereafter, the 
Bureau Counsel who had been handling this case resigned from the Board 





4 
- ‘, COL ~~~ ~—— po ce - 
" . ee : ks oe” * al ie z= Pe. o a »* -_ . 
tee er Se Oat EDF id, te Se a as Se ee 


—-.) 





LNT BIN PD we, Se TE ERS aia an aa aie oe 





+ > ‘ * 
, 7. 
‘ ‘ 
= . . . * - . ,* 
- * ‘, . , 
> - ~—_ o . . . oe oe - i a 
‘ ‘ 
. _ * : - .* r r ". . " 
al ~ . - as 
e 4. * yA - ‘ * 
_ s - o . a 
¢’ . > 








8Y- 2790 


i 
‘ i 
} 
i 
6 
. }. 
c 
ot 7 
t. 
Be ee) 
* , 
, th. 
y > 
a ; ‘ ‘ 
Be 
¢c 
E » | 
te 
x $ % 
i ye 
<r ‘ 
r 3 3 
i . 
s,;ci kh | 
-- ‘Ss : 
me . . \ 
N 
| Ss ~sS : 
~ 





. 
wS3lV1S G3LINN JHL 40 SWOILV 138 NOI 3804 
NI WOILYDITENd YOS GILIISSV1N30,, 











8¢-279/ = 
Se BEST COPY AVAILABLE a 





_ Serer ee: 


and a new Bureau Counsel had to be assigned, Due to shortage of = 
personnel, the vacation period, and press of otimr matters, the new 

Bureau Counsel was mot able to review the AVIANCA subuission until 

October. Om October 27, 19, AVIANCL counsel was notified that the 

AVIANCA submission did not respond adequately to the questionnsire and 

he was requested to file the necessary additional information at the 


earliest possible date. As of November 15 AVIANCA had still not _ 

supplied this information. be 
You may be assured that the Board has no intention of delaying 

completion of this case until the Colombian Congress has ratified the ; 

Agreement. As soon as AVIANCA submits the information necessary for ‘ 

the Board to reach a decision on the application, the processing of -s 


such data within the Board will be exvedited, 


Sincerely 
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Diswuictin riiors of :.voluticmar, Ictiin- in Colonia. peel tma | 


Concral Gustavo JAS Pir els ws cycrt! row ac dictctor=<te 
of Colombia on imy 11, 1957. Jor a year bh wus in exile in thc Canary 
Islands. On October 127, 1°SC, des dite wari -s from the Colodian Gcvern- 
mont he rcturned to Borot/, cvowedlr to “vi»iicate his horcr®. his 
prescnee in Colomoia has ocesricncd concic r-ble plotting, sor of it 
overt but most of it covert. fojacs :i-celf '.s been icficant and con- 
tenntuous tomard ic Coverment, wich is np ising to brin hi: to trial 
on Deca: ber 15 ona serics of clur-.s rc.is fren violation of the 
Constitutica and Lews to “indi-nitics". ‘ihe scmte Ims been comimeting 
bearincr om these clarres Jor come tinc, ani ias its case arcinst hiz 
ready; to -rescnt. 
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pRe| 


Car .cbascy tas frct, the woment of Rojcs' return esmrcssed concern 
at the course evonts were cldn~: and the da- «¢ of a viclent ov«rthrow of 
the dacesatic Sattenad Union Govermmont ix:ced uy or. Alberto .LORA} 
Caar 0. ‘he wiosey ins tascd tits cone ra en the tccti cuy cf sources 
close to Rojas, ut dojas Piiw.lf loc not ‘com Socitant adout dceclarinc 
ovenly his cc.cetction tmt there will ve atogicin inhis “vor. One 
sowce claims tht 70 of whe Armed -crecs, 1: slucin the Corz.ncer 
General of the Jsmcd Yorces and the Commies of the Air foree, are 
inclined toward Rojas. Sources of «© cowli..octial agumy aay this, 
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re g alafium, of tact in. ieste Rojas wouts a showle 
tit his sifeort rs are "rcady” in six or :<v.n cf th: fourteen states 
of Colowbis, and tint rorale is dicintc retin; in the Amy. It showd 
clso be ncted tit ecrtoin & bases courees tir’ ferucrir “icecunted the 
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posribiiity ef viclence luv: nov revised <leir o,inicn. ~ 

The next tax vecls tr; be critical in “clo. ened if Use Arued Forces he 
arc loyal, there is no dancr. if ti* tease; 's covsecs ere truthful, and * 
net Suct -ro «-amicts ond alarmdsts, it ::y - aitc:s lt, if not Smposcible, °*.*, 
to brine 2ojas te trial on! convict iia (witch would acubtlcss mean ex= “. 
pellin lin fron Lin country). lds om sve oA state. nts in prévit> to 
the Seerctast cf “he Sonate — that rivers .~ Vloed will Slow end wut ee 
there will not be cnouch lcnpvosts 1. dc otf for all there desipnte 
for han ing — show plainly cnow-h tht hic «wm int<clicns arc cvil. 7, 


Ve shall have to <: pect a contimacnce of . ‘ac maietin informticn until 4 te 
th: crisis is rasscd, on or about Decerber a — cei * 























not-tion on t-e source text, initi-llecé by “ur: cy, read 2s folic.s3 
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Dear Dick: sta rs 
I am writing to pass on to you a couple of items which I think dy 
you may find of interest. 


, The first is that exactly a week before President Lleras announc- 
<}y ed the Government's drastic measures to forestall a I had pri- 
/ wately warned Foreign Minister Turbay of what we several 
Wi sources was impending. Two nights ago Turbay told me that our inform 
ation had been very useful. You will recall that I did the same thing 
with Santamaria in the case of the May 2nd coup but, unfortunately, 
they did not pay adequate attention to what I told them. I suppose Y 





that this is interference in their internal affairs, but my impression 
i is that both Santamaria and Turbay were very appreciative. In any 
case, it would have been a major disaster for Colombia and for our 
relations with Colombia if either coup had succeeded, so I feel that 
it was wise to pass the information along. I believe that you agreed 
with this thought in the first instance. 






The other matter which I wish to mention is that we are begin- 
ning to move very quietly again on the religious front. I have just 
suggested to Lazear of the Presbyterian Colegio Americano, Executive 
Secretary of the Evangelical Confederation of Colombia, that, in my 
opinion, it would be a good move to send one of the Colombian Protes- 
tant leaders to see Amaya Ramfres, Minister of Government, and find 
out whether the present Government would be willing to relax further 
the restrictions on Protestant activities in Colombia. My reasons 
for feeling that the time to move has come are: (1) violence is very 
mich diminished, thereby str out the pretext which has been given 
heretofore for doing nothing; (2) while the state of siege has tempo- 
rarily been restored, I think it will be raised within a few days; 
(3) with all of the talk about human freedoms in Colombia, it is cer- 
poy, Ay anomaly that freedom of worship should still be restricted; 
and 
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the Government has removed restrictions against Commmnists, and 
it is therefore strange that they should be maintained against Protestants. 








SRR ere ete eee Ee te ee eS 
* = * * * 
. . - . ‘ . 


%«g * 
. 














or less spontaneous protest against the maintenance of restrict- 
against Protestants. If we can possibly get the Government to 
ssure from Colombians, I think we shall be very 
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Tarbay Ayala 


February 1959 


Bogota, Colombia 


Place: 
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SUBJECT: Political Situation in Colombia; "Altermation” issue. 


As yo Imve s en, the trial of i the Lomate bes orded with 
his conviction on two clmrves, violation of ‘he Constitution and conduct 
unbeccuin: a president. After the Semte hus ecntenced him he will presumably 

be tried before the Supreme Court on criminal charges. The most the Senate  7- 
car do is deorive him of political richts anc pension. I? convicted on 
criminal clarres the Supreme Court ca: theorvtically jail hin or exile Tyme 


re 










bs 
The in -lorious showins made by sc jas at his trial and tie polic MHethy 
with the preceedinrs have already rone far toward removin= him as « sc €us 
threat to ihe.stability of the Iatiomi Unien Goverment, whose cnerie , Foped 
the trial would discredit it bevond redumetion. A more soricus issue Ztmmins 


—e 









to be rerclved, the ratter of “"alterration” of ihe presidency, coupled ‘ * 
increasine opposition to Lleras amon st leftist Libcralc. it 
t >* 

At the time of the plebiscite in Decumber i957, to amend tre Co — 





to provide for parity between the two partics in the Goverrment, the jcfr 
catviidate ius ‘willermo Leén Valencia, a Conservative. it was svbsequen’ 
demonsira’«a th.t Yalencia did not enjc: the svnport of a mijority of hi¢ 
party, amc as c result Lileras, the iiberal, becume the eindidate ‘yw orreerment 

between ih. siberal and Conservative directoratcs, ami Valencia voluntarily 

withdrew. This necessitated the introduction cf a new * islative act ‘o — 
succeed the lerislation already in force, so as to provide for a) ternation hag 
of the presidency, berinuine with a iiberal instead of a Conscrvative. It a 
was also arreed between the two party uirectcrates that the ect would provi 

that the aitermation provision should run for li years, instead of 12, as : 
ori rinally ap roved uy the plebiscite. - 
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The new Act provides the followin: 


(1) ‘The Presidency shall alterate betveen the two particr from 1°53 
to 1°74, « iiberal followed by a Conservativ: in 19@-1° (6, then a Liberal 
a ain, an!) fimlly a Conservative fron. 19°70 to 1°74. 


(2) The perron woo shall replace the Precident in office (the desicma 
or other official as provided by the Constitution) simll be of t!« same 
party as the President. 


(3) Parity in lerislative bodies as previ ied in Article 2 of the 
Constitutional Keform of December 1, 1°57 plebiscite shall be extended to 
1974. 

















“ae 


According to the Constitution, an Amendment mist be missed in two 
consecutive sessions of Conrress and be publishec in the Disarjo Oficial 
nromptly in order te be effective. In the August, 1958, session, the 
Amendment breezed throurh both houses (122 to 3 in the House, 75 to 0 
in the Sencte) and is pubdlishai in the Diario Oficial on Aurust 30. It 
must now come up again after Concress convenes in July. «After it fas 
passed both houses and hes been si~ned by the iresident it becomes law. 





Pa! 


Opposition has arise: to the altermeticn prevision in the Liberal 
Party. The so-called leftist -roup, cspecially former followers of 
Geitén, want the Liberals to keep control of the Goverrment, since the 
Party demonstrated in the last election tmt it controls many more votes 
than the Conservatives. Moreover they do not trust Laurcano Gémez and 
his followers and fear the Conservetives will perretumte themselves in 
office if they pct in arain. Lileras cannot permit his party to take a 


stand arainct altermtion; to do so would be to deny his own handiwork 
as co-founder of National Union. 


Reet 


A Wational Liberal Convention hus been called to fi-ht this isruwe out, 
and it hes been in session since Farch 16. Alfomsito Lépez just returned 
from semi-cxile in Kexico, who is said to be suprerted by hir> father, ex- 

sident Lépez, is leading the fivht apainst alitcrmtion. Carlos Lleras 
Restrepo hes resirnod as sole chief of the Liberal Party, feeline thet his 
leadership is nct beinr supported. Alfonsiteo Lépez is maid to have described 
him as an “oligerch" and “autocrat” and wints idm replaced by a mn from his 
own faction. ix-President Santos has come stronrly to tie defense of Lleras 
and his det«rnimtion to stand by the National -ront and daxmnds that he be 


urred to reconsider nis resi nation. Tids seems to align Santos and Lépoz, 
the two cx-i'residents a;ninst each other. 





Be) 


President Llerus has also been havin~ some trouble within his cabinet, 
for which the factionalisn within both rarticr is partly responsible, and 
also diffcrences of opinion as to how tc deal with transpcrtation, labor 
anc the recent cemonstrutions a ainst raised |us fares and prices cf food- 
stuffs. All his cabinet officers and overnors have now resimed to rive 
him an opportunity to appoint wen he car rely upon. 


FE] 


a 


The bitter feudin= between followers of Conservative -x-Tresiccnts 
Gémez and Csvina has alruady been a cericus »relvlem for President Licras 
te handle. It will be «2 worse headache if he ms to cope with a feud 
betwoen the two cx-Precidents of his owr. party cn their suporters. Mecn- 
while thcre are rworr of Rojistas and Communists -eitin~ torether to oppose 
Wation.1 Union in every way possible. Lleras es 1 stormy situation cone 
frontin: hin, but predictions are that he will ride it out. Lis reecnt 


threat to resivn office if the alternation provicion is defuated will cause 


his opponents, as wel] as “neutral” Lib.rals, to pause before forcing hin 
to tiis decision, 
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7President today pointed fact two years since overthrow 
cictetorship had been ones of austerity and economic 
presstres on populace, Colombia inherited many burdens 
from dictatorship but has nevertheless met its obligations 
end repaid all it could on outstanding indebtedness. Serious 
danser exists that if austerity too long continued Colombian 
people will lose faith in democracy. Under these circun- 
stences Presicent asked whet I thought prospects were that 
Colombic could s secure large " development. exredit (he mentioned 
$200 million) for economically justified projects. He 
entioned one difficulty this connection which Colombia's 
inedility within budget to provide pesos for Colombian share 
of projiects, end he naturally does not want to print then. 

@ said government is now drawing up broad plan to present 

in Washington if atmosphere favorable. 




















i seid I knew high prestige Colombia enjoyed in Washington due 
excellent financial record post-dictatorship government. Under 
cireuustances I thought possibilities getting development loan 
fairly promising provided Colombian representations convinced 
loan agencies Washington that plan is economically sound and 
loan can be serviced. I suggested that when plan elaborated 
in sufficient detail it be informally discussed in Washington. 
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problem raised reftel re development credits. If you believe further 


by Eubassy is necessary, or if question again reised by President or other 


a 


officials, you could take sympathetic an’ cautiously encouraging iine, deing 
careful not to srouse exaggerated hop... 
Specifically, folbowing points should Le mick in any further discussion 


this subject with GOC: 


PFRESNES 
rae) 


(1) Re “broad plan® nertioned bj Presidunt, U.S. ix.ncics appreciate v 
of -unsible overall prorrar *=t & rv > , “wh rectice of under- 


writing suc programs or fixed percentage thereof. Long established policy 


eS 


rather to consider developrwnt credits cn project by project basic. 


FYI. In any case $200 rillion is overly e~bitious in terms of available 


. res 
End : 2 
“"*?7 


~ ""“"€2)- Sound high priority projects within Colombia's debt-servicine 





° 4 
- wesources of U.S. lenuirce ocencies ind current «conomic position of cohorbagy rf 
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capacity will receive careful consideration on uvidence of maximum self-help 
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[ FYI. Exinbank has taker this position in contacts with Colonbian officials tor | 
several months. End FYI. 
(3) Re local currency requirements, Cole~bia ust look tc own resources, possibly 


supplemented by PL 190, Title I proceeds. Policy of DLF is to finance local costs 





fonly if it is clearly demonstrated that there are no other ways to finance such local 
costs without seriously Jeopardizing the econo-y's financial stability".and to require 
dollar repaynont ween, in opinion of LLF, borrower's situstion warrants. 


(u) Stress rf ropeetem, commitment can be made pending receipt and thorough 
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Copetc),and Franco,; resented Cxiniank detailed estimate [08 


balance of jayments defic!t July 17% Uirowg) becerber 1y60. In 





3 
tentative terms Copete broseched possibility following treatment: $20 rillion” 





rv 

by use of DF resources; $25 millicn frm U.S. commercial benks; $23 mil} ich, 
by rescheduling 1960 payments due Exirtank; 3 ilJien new Eximbank credit 

fcr trucks, bwses, taxis; §20 rillior *) use «f Colasbia's oem foreign NA - 

exchange reserves. In addition to above, considering possible new $15 xillici™ 
> 

standby arrangerent with UF. — 


Eximbank has axj ressed wiliingness discus. ;roblem further with 


Colerhians but has pointed cut ite rcuuctacce .cotinve enrace in balance 


pepiant oO; : <ticns. " : ’ ; : TIS wy s¢ la : v) first 7ors out ) ate 
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drawings anc standby. 
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SUBJECT: Bilateral Air Agreement with Colombia 7 


~ 
PARTICIPANTS: Julio César Turbay, Colombian Minister of Foreign Affairs 
José Gutiérrez Gémez, Colombidn Ambassador 
(r. Rubottom, ARA 
Mr. Silbersteir,, WST 
Mr. Gerberich, WST/CO 



























[ Dr. Turbay said that, as we were -ware, the Colombian Conpress. as not yo | 
ratified the Bilateral Aviation Agreement, signed in 1956, which entered pro- 
visionally into force in January, 1957. He said that he has encountered oppositi 
to it for the following reasons: (1) it was nerotiated and signed by the Rojas 
Government; (2) it provides that the Agreenent enters into force provisionally 

' from the date of signature, whereas under Colombian law al) agreements enter into 
| force from the date of ratification; (3) tmere have been some questions raised 
regarding flight frequencies. On this last point Dr. Turbay was not at all precise. 





Mr. Rubottom said that we have been concerned with the failure of the 

y Colombians to ratify the Agreement. We have believea all alonp tha’. the neroti- 
ations were carried throurh to a successful conclusion after 411] legal and consti- 
tutional provisions had been carefully consicered and obserVed. ‘‘e have been at 
preat pains to satisfy the Colombians when they have raised anv questions in 
connection with the Agreement, the wost recent of these beine our activity in 
urging that approval of Avianca's landing permit be expedited. ‘“e urged that the 
Foreign Minister take whatever steps he appropriately could to urre ratification 
by the Colombian Congress. 


With regard tothe specific questions raised by the Foreign “ind pr 
Kir, Rubottom offered to arrange for a meeting between the Colon bians ar 
aviation technicians before Dr. Turbay returns to Colombia, It was ac 
decided that Department officers would meet with the Foreign Minister ang t 
Colopbien Ambassador at the Embassy residence at 5:30 P.M. on Friday, Seen 
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‘The Foreign Minister tien said that he wanted to be in as rood a position as 
possible to answer his Congress when presenting the Agreement and requested an 


official memorandum 
(a) Pointing out that the crreement is similar to 52 others 


(b) Explaining the spirit of Article 4 

(c) Outlining how the U.S. would view investments and loans, in so far as 
ownership and control are concerned; and 

(d) The U.S. view on frecuencies, 


It was acreed that such a memorandum would be made available to the Colombians 
in the near future." (1 . ji, /o. 
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SULJSCT: Proposed Program for Assistance to Colombia's 
Agrarian Reform Procram Au i 
\ , 
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Whea Colombian Fresidont Lleras Camargo makes his official visit > 
to Washington, Anril 5 - 8 shhe is expected to infcru us of his strong 
interest in obtaining U.S. Government assistance for Colczlia's 
land reform program. We believe we should respond very sympathetically 
looking toward the possibility of subsequently extendin; a loéa or 
loans to assist Colombia in its land reforia prograu--more specifically 
in prograus of land development and settlement. 
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pane 
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Wu 
= a ssi 
zB Pd a? ly, 
“oe pe 1. In Volombia, as in other uador-develoj) cd Latin ascrican 
5 is countries, the basic economic problem in which progress is essenuvial a a | 
-—z 4 to the achievement of U.S. objectives is two-fold: (a) How to . 
So~ WM increase the national incowe; (b) how to achieve its more cquitable 
= 26} distribution. x & 
= . 
> 2. The bulk of cur economic aid--granis, loans, technical . , 
Sy assistance--is devoted primarily to probles (a2), to increasing the 
_e national income. However, a greater peril to our objectives many rt 
a lie in problem (b),- in the potential popular reaction ayainst the ; re 
u inequiteble distrivution of income and in the populer identification Pia 
Yo of the United States with the wealthy. lio matter how wuch progress P) ae 
<z governmental and private capitel may make in raising the national bee 
= income, thet very progress and our basic objectives will remain in pe. 
a & grave danger if gross disparities persist in income distribution. - re 
a While coutinuing our efforts to promote economic growth, we need to * oer By - 
AN 


devise ways through which our aid may be more effective in achieving 
progress toward a more equitable distritution of income and.in 
identifying the United States with legitimate popular cconomic 
aspirations. = , 


3+ Heed for Proyram: 
a. Colombia's urgont need. On one hand, Colombia has much ; CY 
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arable land not in economic use--govermacntal lands that are under- 
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developed and generally difficult of access, aud private lands that 
are under very light use cr campletely in disuse. On tie other cand, 
Colombia has huadreds of thousands of cwall farmers working tiny 
infertile plots or dispossessed from their lands by guerilla violence 
and idle in huge festering urvan shanty-tovns. Our ubassy reports, 
and we agree, that the "fundamental question facing Colaubia end, 
therefore, the Lleras Administration is whether social and econaic 
betterment for the large underprivileged majority of the Colombian 
population can be achieved sufficiently rapidly in an evolutionary 
manner to avoid an attempt to achieve the same ends by revolutionary 
means," and *. . . a major front. ..is.. .». land reforu." 
Coloabia needs agrarian reform both politically, to decreese the risx 
ef insurrection, and economically, to increase agricultural production. 


b. Erasident._Llarsa-venie_pasistanss.- President Licros has 
told our Dabessy: a) The question of providing land to the millions 
of poverty-stricken peasants in Colombia was a crucial and urgent 
one; b) the danger of Communist exploitation of this situation was 
groat and imsinent; c) the Colombian Goverment's financial sources 
for mounting such a program were very limited; d) U.S. assistance 
in an ayrarian reform program in Latin America vould make a tremendous 
impect throughout the continent, and the United States should pick 
some country for an example (ensayo); e) such assistance would insure 
the moderate evolution of acrarian reform end avoid the coxtreuist 
solution from exploding as in Cuba. 





c. § i : ‘ scnth 
Qeouired 19 U.S. interests. Castro ageate and Cuben Comuunists are 
working with their Colombian fellows among the peasants, selling the 
Cuban type egrarian reform which, in effect, invites land "reforu" 
by violent takeover. Their activities could nrecipitate insurrection 
that would lead to unsound Colombian lan?’ reform and to a political 
defeat for the United States. USC’ ~—orts Communica is 
“capitelising on the fact that mam, «aseaw eve nowhere to zo while 
large tracts of land are held by city people for purely cpeculative 
purposes." [resident Licros has about 2-1/2 years leit in office in 
Which to dasonstrate his moderate goverment's intentions and ability 
effectively to tackle Colasbia's basic problous. it is essential 
that we eficetively help him to deny to the Communists the monopoly 
of hope. 


dad. . . Tr : o 
Speaking to the Tenth Session of the FAO Seaferense in Rome in 
“WioVember 1959,ihir. Horace Henderson, Deputy Assistant Secretary of 
State for In tionel Organization Affairs, reaffirmed our 








rm 
? 
2 








OF THE UNITED STATES” 


PUBLICATION IN 


“DECLASSIFIED FOR 
FOREIGN RELATIONS 


Wi ee 


« 


~ 


“eet 


recomendation "that sase land reform or agrarian reform is in same 
countries essential to econamic and social development. We reafiira 
our support for the concepts of land reform as aabodied in resolutions 
of the General Assexbly of the Ull, the Jconamic and Social Council and 
the FAO Conference." With regard to Congressional opinion, two 
Senators who recently visited Letin America heve reported as follows: 
®. . « we should be catirely sympathetic when 3 South Ascrican Uovorn 
ment which has formulated a just and equiteble land reform progran 
needs capital to provide compeasation for the lend” (Senator Morse) ; 
". . « the United States should adopt a more rcalistic lending policy 
« « « in regard to losns for social reform or welfare projects, 

as . . . land redistribution" (Senator Aiken). 


e. Colombie alroedy is attempting 0 sound spyroaci to 
Screriean roform. President Lleras Camargo, internationally respected 
leader of Colombia's governing alliance between liberals and con- 
servatives, both of which are economically conservative and regarded 
in Colombia as "the oligarchy," is pushing land reform efforts on 
several fronts. by tax inducamont he is attempting to stimulate the 
greater utilization of private lands. by legal provisions making 
available some deposits of commercial banks and savings funds for 
agricultural credit, he is attempting to increase production under 
existing ownership. Through the Caja de Credito Acrario (Agrarian 
Credit Institute), he is attempting a program of resettling landless 
peasants on govermmental lands. Through the application of « seldoa- 
used law of 1936 providing for the expropriation of private lands that 
are not being and heave not been used for over ten years, the Caja has 
expropriated (with compensation) some few private holdings. ICA has 
been assisting the Caja with technical assistance and Pl 460 funds. 
However, the efforts so far have only bogun to scratch the surface of 
the problem and there is considereble need for additional assistance. 


4- Proposal for U.S. Aid 


Meaninsful agrarian reform involves much more than providing 
the landless with land. Almost invariably it involves c,ricultural 
credit, and it may involve the develojment of adequate land classifi- 
cation, land title procedures, rural facilities such as roeds and 
schools, and even markets. last but aot least, it requires an unusual 
degree of goveormmental edainistrative capacity. Thus, it is first 
necessary to work out detailed plans for agrarian refora. Perhaps a 
high priority project would be the preparation of farm sites and the 
settlement of landless peasants on selected areas, including the 
construction of roads and the provision of credits to facilitate 
crop cultivation. At this time Colasbia neods assistance in the 
preparation of such plans and it is proposed that the U.S. Government 
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be provided from internal in order not to burden the debt- 
carrying capacity of the coun the jucice of other forms of economic 
Recommendation: development which require the import of Equipment. 


3) would be prepared to consider a request to participate with the 
Government of Colombia in carrying out studies which might develop 
specific and constructive projects to that end, (4) would be prepared 

tly to have sound projects considered for financial assistance 
either by U.S, Government financing agencies or by international 
institutions, provided such jects met appropriate criteria of these 
agencies or institutions, (5) to the extent that the naticnal currency of 
Colombia micht be accwwlated through PL 480 prozrans or in other ways, tic 
United States would be prepared to consider requests from Colombia that this 
national currency be used in connection with the agrarian reform progran. 
dhere tne resuircsent is for foreign currency, loan requests woul? be con- 
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} ~/~ DEPIEL 442) 
fe arrival Valer{anod)I contacted Alberto Gonzalez 
Secretary General presidency requested permission bring 
Valeriano with we in ay farewell call upon President 
today. President sent word due lack time unable receive 
Valeriano but would be glad have me present preliminary 
féport\which I did today during half hour private talk. 
President listened attentively to my exposition but made 
no significant comments on substance of report or on question 
GOC ability and willingness to finance recommended prograus; 
nor did he comment on offer of helio-courier plane. He 
stated he would read report soonest and possibly would be in 
position to give we some comments upon arrival in Miami April 
4. I1 stressed our desire for his early reaction indicating 
that both Colonel Valeriano and Charge Wells would be avail- 
able at anytime before his departure for further discussions. 
(Obviously, Lleras preoccupied with post-electiodA problems 
and preparations for US visit). In circumstances Embassy 
will not attempt to press hia further for reaction ore his 
departure. 
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As for Eabassy reaction I consider preliminary report good 
-staff study violence problem for internal US consideration of 
basic question whether we willing take political decision pro- 
vide GOC with MP assistance on grant basis for internal b— 
security. Embassy has always understood primary mission 

Survey team was facilitate our determination this policy issue. , 
Therefore, we less than enthusiastic at presentation this 
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preliminary docugent President Lleras before we had reached 
this policy decision, especially in burried circumstances F 
unlikely permit adequate discussions with Lleras re significance 

and scope recommendation. 





This connection I point out first, report start on inaccurate 
premise that Lleras requested US expert assistance when actually 
he asked for certain MAP equipment and material re grant basis, 
< and accepted our offer survey team with some hesitance (see . G 
~./” Eubassy despatch 1 July 1, 1959)and previous). Secondly, as i — ail 
report itself states, reveals nothing new as regards probles 
nor any new methods not already being considered raised to 
some extent by Colombians themselves. Thirdly, recomendations 
seem imply package assistance deal with heavy emphasis on 
assistance in form US advisory personnel with little attention 
te initial Colombian request for MAP material. Acceptance by a 


Lleras of large number US advisory personnel may present hia 
with tough political problem. Fourthly, as regards financing 
program, should be recalledthat basis for Lleras original re- 
quest was alleged inability GOC budget handle cost military 
equipment needed. We therefore appear in odd position asking 
him now whether GOC can afford costs program we recommend. Do 
we contemplate defraying entire costs advisory groups? 
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As to intrinsic merits of report, while it generally accurate 
I have impression that it missed some nuances and sensitivity 
to Colombian picture. For example recommendations three and 
four imply assumption army political. While army not now 

in politics and demonstrating no present inclination enter in, 
it is still potentially capable political action and is 
largely conservative in orientation. Hence entirely possible 
that neither Lleras nor liberal party would wish beef up 
army's political potential through psychological warfare or 
civic action programs, however intrinsically logical this my 
seem from pure violence problem viewpoint. 





lt 


Second impression is that recommendations would heavily 
involve us in internal operations, as for example having 
civil affairs advisor “take active part in planning and 
implementing regional rural civic action type programs". 

I note also that we would be perilously close intervention 
insensitive sectors judging from Annex page VIII of working 
paper. While I appreciate merits of utilizing Colombian 
institutions as suggested in Annex I page VIII of working 
paper, careful thought must be given long range developments 
and political wisdom this course. We will be closely 
identifying ourselves with internal Colombian policy without 
really knowing what will happen in two years or how long 
.friendly or sympathetic elements will continue in government. 
Such internal involvement could come back to haunt us. 
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eve of adaption to new political balance as result elections 
and this situation will undoubtedly cause President take more 
time in assessing recommended program in relation domestic 
situation. Working paper could not of course reflect subtle 
shifts now taking place, and in fact probably not possible 


assess these for few weeks yet. 


Am surprised and disturbed that working paper dated February ist 
which was available in Department since early February was not 


sent to Embassy for comment. 
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SUBJECT: Secretary's Call on President Lleras Camargo of Colombia 


PARTICIPANTS: President Lleras Camargo of Colombia 
Tne Secretary 
Ambassador Carlos Sanz de Santemarfa 
Ambassador Dempster M Intosh 
Assistant Secretary Rubottom 
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im The Secretary asked the President whether it would be worthwhile from — 
his standpoint for a joint communiqué to be issued at the end of his stay 

in Washington. The President thanked the Secretary and expressed approval 
of the idea. It was agreed that the Department would work with Ambassador 
Sanz de Santamarfa on a draft which could be presented to the two Presidents 
for consideration. (Later President Lleras expressed the hope that the 
draft could be ready by Thursday afternoon. —_— 


The Secretary expressed concern about the deteriorating situation in 
Cuba. Mr. Rubottom referred to the direction that the Cuban revolution 
was taking, offering only a short term, emotional panacea to the problems 
of the people rather than constructive sound solutions which would give a 
firm foundation to the Cuban economy. He also stressed the interventionist 
role of Cuba throughout the Hemisphere, citing incitation to revolution by 
Prensa latina, the role of some of the Cuban Embassies where a number of 
officials have been declared persona non grata in various countries, and 
of certain Cuban “tourists”. 


A 





» aan 


- eee 


+. Sates 


“DECLASSIFIED FOR PUBLICATION IN 
FOREIGN RELATIONS OF THE UNITED STATES" 


ae 


President Lleras said that he had been disturbed by the apparent 
renunciation of the Rio by Fidel Castro. The Secretary said that 
ye also had been shocked a - He added that we were got sure whether 
Castro had meant the Rio Treaty or the Caracas Resolution jgltheugh the 
principle was the eame. He recalled that the Cuban revolutionary government 
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hed announced its intention to carry out the country's obligations to 
such treaties prior to recognition by the United States and other countries 


had sent an instruction to all of the 
Colombian Exbassies asking the Ambassadors to consult with the host 
governments on the question ef the Castro statement regarding the Rio Treaty, 
but there had not been time to hear from the Embassies prior to his 
departure for the United States. He said that it would be appropriate 
to have this question raised in the OAS, thus focusing attention on the 
political and juridical problem represented by an irresponsible Cuba, 
rather than on her disregard for property rights and other similer problems 
bearing down most heavily on her relatiens with the United States, even 
though these subjects would have to be treated eventually. 


The Secretary expressed complete agreement vith this approach through 
the OAS. 


At this point the group left the President's Guest House for the 
Waite House. 
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SUBJECT: Call on the President by President Lieras Camargo 
PARTICIPANTS: The President 


President Lleras Camargo of Colombia 
Tne Secretary 
Asbassedor Carlos Sanz de Santamarfa 
Asbassador Dempster McIntosh 
Assistant Secretary Rubottom 
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President Lieres Camargo greeted the President and th nked 
him for the pleasant occasion of the dinner and music2! pre vam 
tie night before. The President thought that Berusteln’s «usic 
had been very good, especially his rendition of Gersiwin's 
Rhepsody in Buuwe, a favorite of the President's entire fanily. 


The Prec.dent said that he had just been talking to tio 
Secretary of Commerce and members of the latter's ctaff alcut 
_ certain probiews connected with the enormously expensive puvlic 
' highway construction program in the United States. He referred 
to certain alsunderstendings on the part of the Couvress regardi:- 
that portion cf the cost to be borne by the municipsilities tliroug), 
which the Bowy will passe He made joking reference to the 
problems cf ‘'« Executive's relationships with the Congress "ii: 
any real demccracy." President Lleras arreed and added that he 
hed the sane problews with the additional factor of having to 
obtain e twoethirds majority for his programs, in a Congress which 
under the "parity" plan was fifty percent Liberal and fifty percent 
conservative. Auavacsador McIntosh referrea to the freat prestige 
vf President Lieres as being the ores reason wiy the "parit,” 
plen was functioning. President Lleras seemed to doubt that tle 
plan would last the full 16 years foreseen in its inceptio: 
since the country may Insist on returning sooner to the rule of 
the mijority. 
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The President recalled his philosophical discussions wich 
Secretary Dulles on how our ow systexz of gowernment might be 
changed constructively, incorpora some of the best in the 
parliamentary system. They had f decided that they would 
have to start fresh, it be very difficult to graft on any 
changes to cu system. President Lleras thought that the . 
universities should fill the role of philosophical review of tho 
function of government, except that nobody listens to their vee: , 
The President thought t another experiment in Utopia migh~ 
be worthwhile carrying out, under controlled conditions, of curs: 


President Lileras mentioned that Colombian Cabinet Ministers 
could go te the floor of Congress and engage in debates. The 
President said that he had come to the conclusion that the 
U.S. House of Representatives should be elected for the sane 
term of office es the President, four years. We also seid ibst 
the President should have the i veto. President Lleras 
said thet he hed that power which could be overruled only by 
two-thirds vote of the Congress. 


To the President's q about the size of the Colombian - 
buiiget. President Lieras that it was approximately two billivo 
pesoc ($300 million). Again responding to the President's questicn, 

' he said that defense items consumed about 20 percent of the 
above amount. but this included countryewide police. 
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With respect to the loyalty of the senior military officers, 
President Liecas expressed no concern, adding that he feit that 
military coup d’etats were usually the fault of political leader, 
seekiug intervention by the military rather than the ambition of 
the letter. He recalled that General Rojas Pinilla, who became 
the Lane of Colombia, had been openly welcomed by most Colcmhians 
when he seiced power in 1953. President Lleras said that the 
| United Stetes, quite different from the Latin American countries, 
had had long experience in self-government prior to its revclut. » 
and that this had been a tremendous advantage. 


The President inguired about Colombia's program cf sc ‘ail 
and econemic reform. President Lleras said thst he hed institut“ 
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m good progras end that it was of tremendous importance in view : 
of the wide public appeal of the Castro~ program. The bas 
Prosident declered that agrarian reform to be carried out 


with proper land utilization and sound planning, rather than ty 
mese seizure of lands already under cultivation. President LWora: 
agreol. He said that Colombia had state lands where effective 
re~settlement could be carried out. Their principal problem is 
that of dealing with the many tiny, inefficient parcels of lani 
(minifundia) as well as how to provide the necessary credit for 
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the small farmer. They have a good agrarian credit bank, already 
thirty years old, but they need additional resources. Ue - 
estimated that 80 percent of the motive power in Colombian ‘ 
sgriculture vas provided animals. The President referred to 
the need to train personnel to use modern tractors and fara 


machinery. 


Res ing to the President's question about Colombia's 
financ reserves, President Lleras said that they now totalied 
about $220 million but they could not use this money freely yet. 
All bankers say that Colombia is "sound" from an economic 
standpoint but her problems are still "grave", said President 
Lleras. Ambassador McIntosh referred to the good financial 
record of Colombia and to the excellent borrowing record which 
Colombia has with all of the financial institutions; he ssid that 
most of the exporter credit loans with the Export-Import Benk 
were 5 to 10 years. while some of the project loans with the 
World Bank, totalling about $130 million, ran up to =O yeagse 
President Lleras discussed Colombia's needs in the field of 
education, especially more elementary schools. It is hard to 
maintain a functioning democracy without improving the social 
and cultural lovel of the people. 


With respect to Cuba, President Lleras said that the 
problems regarding that coun should be handled in the OAS, 
and not the United States alone. He told the President what 
be had told the Secretary earlier about his instructionste 
Colombian Embassies arcund the Hemisphere to inguire of the host 
governments as to their reaction to the Castro renunciation of 
the Rio Treaty. He believed that Cuba should be asked about thir 
in the OAS Council. 


The President expressed agreement. He added that the OAS 
| Should be given all possible a ey | to build up not only 
ite respect in the Hemisphere but to add to its authority ani 
area of responsibility. "If the OAS is to be a living reality, 
it must take on additional responsibilities." [t is not inbibite’! 
by the hostile action of certain countries, like the Unite! Nations. 
The President stxvessed the juridical and moral equality of the 
nations cf p~v»erica. He thoroughly approved of the "politiv«) 
approach” tc the Cuban problem suggested by President Liers;. 
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SUBJECT: Conversation Between the Secretary and President Lleras of Colombia: wt 
ee. da-~ 
b 


PARTICIPANTS: President Alberto Llcras Camareo 
Ambassador Sanz de Santamaria of Colombia 








Secretary Jierter Mr. Bell, U/MSC 
Hr. Rubottom, ARA Mr. Mau, $/S-20 
Mr. Mann, E Mr. Coerr, ARA/wST 
_ Ambassador McIntosh 
Comas-to: 
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Sri Declaring that his Sovernment was most grateful for the support f the ! 
rz | United States in the development of the Coffee Study wroup,( "bassador Sanz fr 
S-3 said it was now time to start arain the preparations for continuing ti study 
a= group beyond its first year of life, du> to expire in Cepte:’ r 190. He 
sé said that Brazil's heavy surplus of coffee creates « most sericur proh.en,. 
> % Mr. Mann apreed, pointine out that the surplus is being augmented in lirazil 
=u both by price suprorts and by the fact that the world price is % cents per 
=> pound, whereas Santos growers can make money at ll cents per pound. 
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SUBJECT: Conversation Botwem the Secretary aid President Lleras of Colonia: 


PARTICIPANTS: President Alberto Lleras Caxargo 


| 


10N IN 


OF THE UNITED STATES” 


“DECLASSIFIED FOR PUBLICAT 
FOREIGN RELATIONS 


a 













Afrarian Reforn,. 
yer 


Anbassador Sanz de Santanarfa of Colombia 


Secretary Herter Mr. Bell, U/MSC 
Mr. Rubottom, ARA Mr. Mau, $/S-RO 
Ambassador McIntosh Mr. Coerr, 


Mr. Mam, * 


COMES TO: ! 





[ President Lleras declared thet land reform is not only a snecific and . 
pressing need in ‘olembia but is also of orofound creneral concern to the 

inited States. Ti 'nitod States needs to identify .tself stronrly with land 
reform so that the landless and underprivilered occasants (sic) of Latin 

America will reco,mize the United States as their friend to a de-ree far 

preater than the \nited States has achieved by other prugrass, such as invost- 
nents in power projects, that benefit them less obviously. The peasants, 05 
percent of the population, are in a state of "turbulent unrest" (see he.orandua, 
same conversation, "Role of the Military"), aceravated by Co.minists, priests 
and arricultural and nutritional technicians who are tellinr tien, "You don't 
have enough food". The peasants feel the ecvernuent has deliberately abandoned 
and left them in misery. Their growing susceptibility to the appeal of Castro's 
land "reform" heirhtens the urgent need for effective Colombian action with U.S. 
help in sound land reforn. 


President Lleas said Colombia is attexptine land reform of two types: 
(1) Colonization of Sovernment lands, as in the Mardalena Valley; (2) "parceli- 
zation" (purchase and redistribution) and resettlement of private lands that 
are both rich and idle in areas "where the minifundio (small holdine) problem 
is terrible". In such areas varcelization is "politically indispensable". 
In contrast to Castro's prorran, Colombia's is sensible and responsibdie and 
is implemented ty a well established and reputable agrarian bank (state entity). 
For any private lands that it purchases, Colombia makes prompt. and fair payment. JB 
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€ President Lleas emphasized two difficulties that are impedine Colombia's 
development of sound land reform projects: (1) Projects are complex, (2) They 
are costly. It is not enough merely to move peasants onto vacant land. They 
must have credit for tools, seeds, fertilizer, and commmnity facilities such 
as roads and schools. Colombia has plans for but docs not yet have under way 


a single pilot project. 


The Secretary said he fully concurred in the desirability of Colcnbia's 
land reform, as described by President Lieras, and the question was to determine 
how the United States could most effectively help in it. Mr. Rubottom declared 
the United States would be elad to study ways in wich it could assist with 
maximum economic and political effect, and Ambassador McIntosh said that if 
President Lleras were to desire it the "mited States could make available 


experts to help in preparinr a sound pilot project. 








—+ 


Kr. Mann observed that, in view of the population explosion, the United 
States possibly had-teen placing too much emphasis on industrialization and 
should shift some of this emphasis to increasing employment coportunities on 
the land. President Lleras heartily agreed, pointing out that Colombia 
annually has at least 120,000 newly employable persons seekin= jobs in the 
cities, that industrialization has not and cannot provide enough work, and 
that Colombia must provide more inducements and opportunities for productive 
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SUBJECT: Conversation Between the Secretary and rresident Lleras of Colombia: ' 
PARTICIPANTS: President Alberto Lleras Camargo 
Ambassador Sanz de Santamaria of Colombia 


The Dominican Republic. 
Secretary Herter Mr. Bell, U/MSC 1s 


Mr. Rubottom, ARA Mr. Mau, $/S-RO 
Mr. Mann, E Mr. Ccerr, ARA/dST 
Anbassador Mcintosh - 
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Mr. Rubottom, recalline that he and President Lieras had conversed about : 
Cuba, said he thought it would be helpful also to discuss the Nominican 

Repablic. Mr. *uwoottom said there are many signs ti.ct chance is insifent in 

the Dominican "enuwblic, and that "‘rujillo is groping for a way out. it is 

possible that chanre will come peaceably, but this «.11 be most difficult to 

achieve, because Castro is poised to intervene. The Dominicans should have 

the chance to achieve an orderly transition without outside intervention. 

At the moment “ominican dissidents are discouraged b; the attitude not only o° 

tLe United States but also of the (reanisation of \rorican States. Trujillo ; 

is engavine in severe repressive tactics, ag_evidenced by reports currently -_ 
before the Inter-\merican Peace Comuittes. hi. Rudottam sugvested that while - 
in .ashineton :resident Lleras sight like to inform himself on the current al - 
sitwation. Ambassador Sanz said (without elaberation) that the OAS s. ould 

taxe a strong position immediately, and the Preside.t of Colombia voiced 
agreement. 


“To 


ION IN 


IGN RELATIONS OF THE UNITED STATES" 





Oe SE of er ot ee 


“DECLASSIFIED FOR PUBLICAT 


FORE 


ee 


ee 








@-” 


IGN RELATIONS OF THE UNITED STATES" 


“DECLASSIFIED FOR PUBLICATION IN 


F 
e  & 





SUBJECT: Conversation Between the Secretary and President Llerss of Colorbia: 


Role of the Military. 


“Be 


PARTICIPANTS: President Alberto Lleras Caarro 7 
Ambassador Sanz de Santamaria of Colcubia 
Secretary lierter Mr. Bell, v/MSC & y 
Mr. Yubotton, iA Mr. Hau, S/S-20 y 
Mr. Mann, E Mr. Coerr, ana/ast a 
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President Llaras said that the Cuban revolution was fannine Colompian 
pecsants® "turbulent unrest”, not only by the allure of its land reforn but 
also by its defeat of the ‘atista uniformed forces. Tse Colcowian peotle 
know that after ten years of civil war tne “clombian epiformed forces put cow 
vhe guemillas, Yul that it. Cuba tow eucmillas wou quickly. Tue next ven years, 
he predicted, would see a “widespread flowishine of ruewilla forces in 
Colombia among the peasants - 65 percent of the population - uho “have nothing 
to lose". 


President Lleras saic it was imperative that the 'nited Jtates re-cricent 
ite militery missions in Latin ‘mcrica by instructing them to teach tue Latin 
American military to concentrate on the new internal danver <f gue#illas, 
rather than on Une outdated external danger of arrvresiion. The "nited States 
with ite missiles will de"end Latin \merican countries arainst exira-continental 
attack. The Latin American courtries' internal security is in far ereater 
Gancer than their territcrial interrity, but the Latin \nerican military, 
inspired by whe linited States military, are "so classic". ‘noassador janz 
commented that Latin ‘merican officers find it repurnont to titink of tveir 
role as anything but international war and are reluc: ant to tnink of thenselves 
as policemen. 


Mr. Yubottom apreed in the desirability of adjusting the United ‘tates 
military progran in Latin ‘merica to «ive priority t internal security. He 
pointed out, however, that such an adjustment would possibly encownter 
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[ oyposition within the United States defense establisiment and very probably i 
in Congress. 


President Lleras added that Latin America naval departments are ..adle 
te pressure the civilian officials to purchase ships, by allecing that the 
United States naval missions say the shins are necessary for hemispheric 
defense. It was pointed out to fresidemt Lleras that we do consider that 
Latin American navies have roles in hemispheric defense, such as anti- 
submarine warfare, but that many Latin America. nations have snips far in 
excess of these needs. Mr. Pubotton confessed he had been set back a little by 
President Lleras' remark on the previous evening, to Senator “ulbright at the 
white House, that President Lieras had had no personal knowledge that Colombia 
was about to receive a ship loan destroyer from the tmited States, especially 
since interest in the ship had been expressed several times by the President's 
rerime. 





Mr. Rubottom observed that in Conrress the idea is stronr that the Latin 
merican military serve primarily to support dictetorships. ic said he 
thought it important that there be more recopnition of the important role of 
the military in supportinc, with proper euidance, constitutional governments 
and in makine vossible the orderly transition from dictatorship to democracy. 
Ambassador Sanz said that Colombia furnished an example of the military's 


playing such a role. 
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SUGIECT: Conversation Between the Secretary and President Lleras of Colombia: 
juemilla Problen and Survey Tea. 
£PR.ST 
PARTICIPANTS: President Alberto Lleras Cacarco 
dnbassador Sanz de Santamarfa of Colonbia g 
Secretary tlerter Mr. Bell, U/MSC eo ~ 
“ Mr. Rubottom, ARA Mr. Mau, S/S-RD J ft 
Ambassador McIntosh Mr. Coerr, *®A/éST 2 = 
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“© President "leras said he had bes: tryinz to moc rnize the Colombian aray 
See te deal with the dangerous ruemilla pp": olew (see Nem randu, suse conversation, 
Zz "Pole «{ the Military”), anc that he nad thourht of creatine two or three 
special battalions, out tmat his mililary o:ficers wore arch-conservative in 
= ' tneir outlook and methods. 
ros He said the United States had sent a survey mission that had, in its 
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preliminary repcrt,] "recommended some conventional metnods tiat I don't think 
will solve the problem". He said ne would ce glad to see tne final report. 


President Lieras empnasized the Colombian military's need for rapid trans- 
port. To be effective, anti-rvemilla forces :ust arrive at Ube scene of dancer 
or viclenc? reridly, not "two days later to pick up the deau”". iic had thought 


of nelicopterz:. Mr. Rubottom said he understood thet helio-ccuriers, with short 


take-off and neavy carrying capacity, were less vulnerable than helicopters and 
more suited to he work in Colombia, apart fron beine far cheaper. ite said one 
had been offered to the Colombian Government on loan, anc was waiting orders at 
Brownsville. 


President Lleras acreed with the preliainary rerert's e mhesis on he need 
for*improving the Colombian Sovernmment's intellicence. ie surrested tit 
Colombia micht send up some men for trainines, and he was assured this could be 
arranged, After another mention by Mr. Rubettom of the availability of the 
helio-courier plane, the President indicated willingness to have his Government 
receive it for trial > 
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PARTICIPANTS: President Alberto Lleras Camargo of Colombia, Under Secretary C. 
Douglas Dillon, Assistant Secretary Thomas C. Mann, and Ambassador 


Dempster McIntosh 





L President Lleras welcomed Under Secretary Dillon and Assistant Secretary 
~/ Mann to Colombia.) President Lleras then expressed opt/mism regarding results 
from the current neeting of the Committee of 21. 


The current economic situation in Colombia was then discussed and both Pres- 
ident Lleras and Under Secretary Dillon emphasized the necessity for carryir: 
out social programs in addition to strictly economic development. -resident 
Lleras in this connection referred to the necessity of financing p: jects which 
would tave an inpact upon the mass of people. 


(#7 


Assistant Secretary “ann referred to the present citvation in Cuba and 
commented that, although Fidel Castro is probebly not an actval Communist, the 
present government in Cuba is definitely under Comaunist control and direction, 
that the Communist Party is presently the only legal party in Cuba, and that 
Cuban Government spokesmen are required to follow the Sormunist Party line in 
any statements they may make. President Licras said ne did not doubt tit this 
was a correct analysis and mentioned that the Colombian Foreign Minister, Dr. 
Turbeay, during the early part of the meetings at San José, Costa Rica, Ind a 
discussion with Cuban Foreign Minister Roa, during which Roa indicated « very 
reasonable attitude in connection with relations with other Latin American 
countries. The following day nine additional Cubans arrived by air from Havam, 
(President Lleras commented, preswnably carrying gunc) and apparently talked —= 
to Roa, with the result that when Turbay lator had another discussion with him 5 
the attitude of the Cuban Foreign Minister had changed completely. This indi- 


1 


cated to President Lleras that even the activities of the Cuban Foreign Minister real 
are directed by and are wader the control of the Cornmmists in Cuba and that = 
no Cuban Government official can remain in office unless he follows the Communist we, 


| Party line. 
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Ambassador McIntosh mentioned to Presiaent Lleras that he Imd read thy 
statement in the Bogot4 press that the Government of Colombia had requer © the 
recall of the Cuban Ambassador and asked if this were correct. President Lleras 
stated tint what had happened was that Foreign Minister Turbteay at San José had 
told the Cuban Foreign Minister that Colombia did not like the present Cuban 
Ambassador at Bogotd, Adolfo Rodrf{guez de la Vega, that he was very rude, and 
that the Colombians would be pleased if he were to be replaced by another, more 
suitable representative. Roa told Turtay that the Cuban Ambassador would shortly 
leave for Havana and Roa would see that he did not return to Colombia. However, 
it developed that the Cuban Ambassador made a very short stey in Havana and ac- 
tually returned to Bogotd prior to the return of Roa to Havana. Upon nis return 
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to Bogotd, the Cuban Ambassador took exception to re:arks made by the Colombian 
Minister of Labor and wrote a note to the Colombian Foreign Ministry which the 
Colombian Government considered highly objectionable. In addition, the Cuban 
Ambassador wrote an objectionable letter to one of the Bogotd newspapers, and, 
furthermore, released the text of his note to the Colombian Foreign Office 
shortly after ite dispatch without awaiting a reply from the Foreign Office. 
Following this, the Cuban Government recalled their Ambassador to Colombia 
wethous eniting any ettiete? Camas fee ule recall by the Colenbies Sovera~ 





President Lleras asked Secretary Dillon for his comments regarding the 
current situation between the Soviet and Red China, referring particularly to 
the newspaper articles indicating considerable friction. Secretary Dillon said 
that he thought the differences between the Soviet and Red China at this time 
were not seriovs and possibly had been exaggerated in the press, but that, never- 
theless, the differences could become much more serious in the future. 


President Lleras referred to the present political and economic situation 
in the Argentine and said the situation appeared to be highly unfavorable and 
quite critical. Some comments were exchanged regarding the difficult situation 
faced by President Frondizi. 


President Lleras expressed his appreciation of the assistance being given 
to Colombia by the United States in the form of the totel credit of $70 million 
just announced by the Export-Import Bank and the Development Loan Fund. Sec=- 
retary Dillon told President Lleras tmt we were very glad to cooperate with 
and help Colombia and that the United States admired the manner in which the 
Colombian Government was attacking its problems. 
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Memorandum of a Conversation, Bogota, September 16, 1960 


(2 pages of source text), not declassified. (Department of 


State, Central Files) 


An attachment is printed below as CO-36A. 
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Letter fron tae Anbassaior in Colombia (MeIatos:) to the Special Acsistant 





. ur 
in the Bureau of Inter-Arerican Affairs (Devine) \7 


OL Pi As 


Secret Official-I:for-2l Bogota, Ssotesoer 15, 1%, 












that the ideal solution would be to come wp vith = 13 
mutually sccopted ; rogram on the basis of vhich 


: § determination for uso of the necessary funtis cculd bo sought. 

wy 

ad However, it 

= aypears tat the Departeent aust take the Te - me): an 
xT assistance ;rogras which, on the one haal, will '» res,orcive to . resident 
> SE Lleras’ request and, om the other haad, will fcrm the basis tur rewucste 
Se> dng Presidential determinstice ca tte ase of HAF, " 
7] Beda ess eee ) : 
on: Urgenty is of the essence. The Coloublan Covwernment officially ‘) ee 
3s SORIRRES Coy COORED GENS SD anathe Cae Cur only answer te date has . > 
S* been to send @ Survey Team to Colombia for the dus] purpose of ascortain- aor 
“*» ing voether the violence situation justified our scching a i residential sp i 
Su! detercination for the use of hutual Security Act assistance ani to cose .* 

Zz up with peesible rocamesdations for eventual use by tho Colorbian Ss) 
oe Covernasnt in the anti-querrilla cavpaign. “bile the ((C coo,c rat. t re. 
is fully and vhole-hwartedly with the Teaa, oni the Teas cor cluded its Se 
” ee field eurvey last December, we as yet have not iniics%.1 cur Jecision ¥ 
2x on the specific request for aid nor bave ve suluitted to President b.. 
fe Lleras Cer the OOC'’s sossible guidance and recormendstiors pursuant to ae 
rs , ow 


—_—_ =-2 . 





V + ie sour ce ext is 1 w-'s@ bon cory ei: ing y ‘bas 1 {or “cant 48 i's typ ; 
‘ * e . 7 
er | Ce 


% wot fo.nt in Tecartnent of State files, 
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oie Te the Survey team svaty. Therefore, I believe it is urgent that v2 nov 
.: take a decision one way or anotber and so inform President Lieras. 
»hether the recomeenied »rcegraz will produce the desired results wi thin 
his tera of office is of secondary consideration, His goverment, in 
ary case, vould reesive rolitice] credit for any successful rrograx 
launched unier his administration. Also, I covsider it urgent that 
we fulfill our commitment to give President Lleras a resort of the 
» Survey Team findings = that is, goneral observations en recosw.nda- ee 
“ . , tiene fer the O0C's consideration <- apart from the question of essie~ - iow5s 
*t~ * " @auee from up im the fora of training and asteriel. eee 


1 think it is desirable at this ;oint to review the history and 


nature of Lleras' request for assistance, for this rurpose I refer by 
. a thy the Exbsasy's Dessatches 864 of June 24, 195 0 y i, 
| £559, jene e latter of which transmitted the CCC's request for certain 


terlier resident ileras bad urged that se provide heli- ; _ 
eaptetee His request was essentially of two arts: (1) a request ser eee. atin RE 
*., spacifig materiel and equipment; and (2) « request thet we review our 2. + <j.) 
petbey of ebisteny Sontesence 00 Lathe Ansshe Yaee mains Cihemts “Ser' 
with the idea of removing restrictions on the use of eae has 
YAP fer internal security yurposes. fresidert ileras exjressed to us 
on several occasions, both here and during bis official visit to 
waslington, his belief thie our ;resent jolicy of silitary assistence 
for purposes of bemisphere defense only is outmoded ~ that it wouli be 
a better jolicy to reorientate training of latin Acerican nilitary 
establishoents toward internal security and counter~guerrille warfare , '* >» we 
te cope with aovesents such as that which took place in Cuba < the atte * 
sort of thing most likely to threaten the stability of Latin American - 
goveramects in the future. It night be added that this idea is .” Sie 
p—Srovirg in Colembien military circles (see Ecbassy's despatch 624 of — 


wa 








Bra 

of Hay 2, 1960)) Be 
with the fore ete, 

fF ee 

ce 

that, as between the tro prosesed | e 


seper should be adepted es the basis for a 
Colombia to combat the violence situation, 


Se vn 
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This ¢ Teas recommndation is based on our considered view that ss a 
i the vielease lem is esuentially a national problem which has aT as 
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2. rr 
3 ' @eveleped to the extent that a military action by the arned forces is *s.. a 
aod required, Thus, this is « uilitary rether than a police problem; and 

suppression of violence is priverily a :ilitary task in which relice 

action should be the secondary role of -sintairing orler in pacified 

areas and of j;articipating in Jirect anti-gverrilla action only where 

bandit activity is sporadic. Anoth«r consideration is thet the Defense 

Departasnt proposal is ~ore resjonsive to tresident Lleras' rejwest, 


~¥ beth as regards equipeent and as regards recrientatien of our military - 
et ' gpaistance pregres ia general. in none of the nuserous conferences Par 
+ Qetwoen' Presicest Lieras and U.S. officials vas it ever euggested that ee 
~- be bed is mind the ue of the Nation) Felice in connection with the ewes 


<3 
: 
Fl 


assistance. (nm the contrery, he initiated the fer-al request 
in the chiefs of our three military missions, at wich aect~- 
military ;ersonne] were j;resent but net Cescntatives 
1 Folice (Desjatch 864 of June 24, 1959). ‘WDriae tis 
t meetings on the subject, | resident lleras has 
tary assistance end the need for removing the re~- ~~ 
use of KAP for internal security. Not conse has the . be. 


é 
es 
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quer 
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te 
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of utilising the Kational Pelice as the primary uedius for — Or 


The “ebassy always has thought thet any assistance snould be »endled 
through our established military missious end thet « separate anti- 
puerrille mission would be questionable {roa a ,clitical as well as a 
practical standpoint. 4 police mission sould adentify us directly ith 
the issue of internal erder, whereas our efforts to the sane end would 
be less obvious if undertaken through our present allitary assistance 
programs. Cur MAP is being reoriented slong tie lines suggested by ... 
President Lieras vith sore emphasis being placed on anti-guerrilla 
training and wateriel. The armed forces, while boing used to solve the 


| 
i 
i 
i 


STATES" 


et OP ee Oe 


’ violence problem, are, at the saze tire, being better prepared for 
their hemispheric defense aission by reason of their training and use in 
€ direct enti-guerrillas action, which contributes to hemispheric defense, 


The Country Team also sees other porsible cbjectiors to the use of 
the haticral Police as the chosen medius. Tio political visdon cf 
essigning U.S. perscorre] to the Nations] folice on a specific jro'ect of 
violence suypression is very questionable, recariless of whether the 
Kational Police remains under military control or is transferred to 
civilien cootrol. Another complicating, althourh net overriding, 
factor is the presence of # Chilean yolice mission which has been 
-employed as an advisory group for a nuwler of yoars. Also, the jree- 
tige of the \ational Police is relatively low; conversely, the ailitary 
reputation in the eyes of the public is better and the military establish- 
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eas concurs in the observations contaired in both 


that roved intel) would be of great help in the sclutica 
ae 4 ~ the Kational iolice, DAS, ond 
we 
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erecial project of rel.abilitatios 
Rather, I think eur efforts 
contesplated ICA, DLF, and 
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@, the $70 alllion in credits recently approved by the 21mm 

DLY ard the continuing flew of crejits froe the IAD ani 
Lave every reason to thick, in the light of the resi- 
U at the Condittee of 21 l'coting here 
in the future. 
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Hewever, fren all information available to te Eabassy, including the 
opinions of our Kilitary ission and Areed Scrvice jcrscnmel, light 
aircraft are of doubtful usefulness in anti-Landit ojerctions and 
certainly are not considered to be sdequate by the ccloubien «ilitary. 
In fact, the only support J have encountered fer the use of light 
aircraft came frea certain seubers of the Survey feax, Admittedly, 
the cost factor is of iapert. However, would it not be « waste ef 
monsy te provide aircraft that would not de the job? The question of 


techzical ene. it is significant, I think, that the 
in th: Survey Teas rerert and the mterie] criginally requested ty the 
‘AS (Despatch 1, July 1, 1959) are very sicilar. 


All whe have stulled the ;reblea agroe thet what is reoield most 
ia transportation, cenranication and possibly ecner s;cclalised 
materiel. A few small obsolete helicopters now in tle Jolonbian Air 
Fores heve been used successfully im a mmber of anti-bansdit ojera- 
tions, ani no doubt if they were available in eufficient ow vore ani 
with sufficient lead and altituie capability the Colembian nilitary 
would have the mobility badly needed to meet viclence when tnd where 
it ceears, regardless of terrain. 


“oth perers recognise t!.c reel .f a publle erletions pregran to 
help civilise understending and gy yert in viele <v aretse wen 
program would supplesent the work of the iquipos ivolivaleutes. ‘e 
agree in principle on the need for a ooorlinated public relations 
effort in th ~nti-violence campaign. iowever, President Lieras has 
indicates a ;crsonal aversion te govermacnt prepagania (perhaps be- 
Cause goverment ;ropagandsa has so frequently bee: discredited in the 
past) and I heve reasonable doubts that he would acce): ‘‘@ j roposal for 
a public relations adviser per ae - csjecially ff the lattes were to 
be a foreign national, Also, I think it vould be politically objection 
able for the U.5. to te direerly an! cvertly involved in this activity, 
i think any atvice we five on public relations at relitel to Ue anti- 
vielence ;rogran, shoul! te confined to such recomendations as can be 
given in @ report to the [residert and to such ad ruidatce @8 can 
be givon through our established U.S, aissions to Colowia. 


I agree vith your ;ersenel reaction that neither ci te te jajers 
seems to repiesent a very com rehensive ;reserntstion. for your iniemea- 


tion the vilitary \dvisory Group to Colosbia ot the direction of tho 


Coreander in Chief Caribbeon (steminy froma DCD request) is ;reporing 
recommendations for equipment and training under the MA? progres for 
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FY 1961 te combat this benditry preblee, these rec-rertatiens cre bring 
coordinated with « Colecbien 4rned forces plen to combat banditry. Is 

csking these recom-codations every effort 18 Lrins vale t iosere thet 

the «nele Colcabian Cerermoent, esjecially “« \ecy and sir Toree, vill 
coordinate in using the e yalfoert ageinet Lentitry in en orgenitedc and 
coordinated canner. ihese recom -cndatices «iil \e clecrel with ce tefore 

going forward through wilitery chennels. It is exyectod thet these 

2 rooemeendations will form the basis for a specific OL propesal on how a 
— help Colombia and that they will be appropriately coordinated vith © a 





of thie letter. ‘evertheless, the history 
® such thet | thine the above coments 
at this time way te helpful to you ard to these in the Sepaerteont Jirectly 





5 
3 
$ 
3 
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taken ae @ basis for « presosed trogram which way be sulaitteld prowtly 
Risenhever fer his deternination on the use of necessary 


aad chat recomendations for public relations, 
verce, and civi tion sur) lerentine che ,cegrea be locluded in 
rerert ct te vurvey teem for delivery to «vesivent .leres, inde, wdent 
t ecticn ve tase on the WC request for assistauce in tic fera of 
materiel] and training. 







Im recapitulation, 1 revcamend that the dcferase Vopartment payer be lame 
Sincerely youre, = 
t 


Vempster . c.utesh 
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supject: Colombian Excess Sugar. , z 


Mr. Rourk, Mrs. Mulliken cnd I have about exhausted all possibilities 
for helping the Colombians to dispose of the 40,000 tons of excess surar in 
the United States. We have investigated the following: 





1. Purchase under the Sucar Actey (Colombia has never joined the Inter- 


i 
A 
— national Suyar Acreenment ) . 


’ . 

‘ 
2. DLF financing. 
3. ICA purchase. e 
kL. Purenase for stockpile. 
5S. Purchase under Defense Production Act.. : 


The results of these investigations herve resulted in the conclusion that 
there is no legal way in which we can buy this surar in 1960. 


There remain, apparently, only two alternatives: 
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—< 1. Colom-ia to finance its excess stocks until next sprinc, manvwhile bere 
se takin: steps to join the ISA. Althourh trere is a strong cossibility ~ 
& & that we can buy Colombian sugar under the Sucar Act, when it is renewed “>. 
=. on March 31, it is impossible to guarantee this. A 
“ z= ’ >. 
sf | 2. Colombia to sell the sugar at world mariet prices. Bee 
— ® -« 
ed , 
an It is recomended that “r. Mann tell this to Ambessador Jantamsria, Pai 
2a ~if he has not already done so. -_ .. a — — ' “5 
- 3 ee > 
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Determineti-nas under Sections 195(b)(L) 
end &S5k(a) of tue :utud Security Act of 
. ‘AGS, pas aucuded, permitting the iurnishe 
ing of wilitary assistance tc Colombia 


Ud LTS 


The purpose of this meuorcendusn is to recouaend that 
you uacé tne requisite detomainations under Sections 
105(0)(4) end USL{a) of the ~utue!l Security Aet of 195k, 
@s ancnded (hereinafter referred to as "the Act”), to 
permit tas curnisning of militery assistance to Colombia, 


The croposeé military assiste:ce ls ::cedec prisnarily 
to enable tic Colewbien Government to sapa: ad its ca-vaiyn , 
Opainst organized bandits and ,verrillas, vor tons past » 
decade, thess bandits awi ,uerrille: neve «sused a: avpale y 
lin, loss cf iife e.¢ destruction of property, ani tao yy , 
capauiliticy of tre Colostlean “overnasn® t. walataia prea 
socurity « i. to resist external a, "ession . rosrezcively 
have been woskenésd, cCormstuniat intlusnce recortedly is > 
Lucrensing i. tic areas infested b, .snulls, agua a orte of v 
the Castro Vovermacat in Guba &re@ kicwnh to o¢ activo anon: 
entie,overntent groups, Im these cJrcuasta ces, it 1s cone 
sidercd to be important to the security of the United Ciliates 
to promote stability ln tae Caritbens area vy furnlsolog 
military ascistcrce to Voloubia fur its internal security 
upon a detur.ination under Seation 195(bd)(i) of tre Act 
that Loternel securlty requiroxac.ts way pe ts oasis of tiis 
pro;raa ard, cursgeunnt to Section uSile) of the Act, witneut 
regers to tic reguireté.t of th: first sente.ce of  eotion 
205(6)() of tue Act that euer sesistance in the fora of 
oGuipaent aui materials pe fucntore! oaly in furtooracnee of 
eestéern leulaphere defense ~lasiuns, 


ig 


omelosed in a detailed staten,.¢ of “4 Cech, vounc ard 


Justification of tuls srovram, tiie fapleu. cathoa os wniob 
 —_ . 
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is estixated to require the cxpenciture of up to $1,752,000 
of funds available under tne Act for allitary assistance, 
of which up to ¢1,500,900 may be used to furnish equipment 
end materiale. A small amount of excess equipmest and 
materials gay be included, 


It is conelidered thst the furnieniny of the proposed 
assistance in the fora of sqguipsent a:d seaterials aad the 
use of funis availcile therefor usier the Act are in furthner- 
ance of the purposes of tie Act anJ are important to the 
security of the united wtates. 


IT IS, ACCU tal, AavUansDNond Guat .ou aiyn the 
enclosed menorenium which cuutaice tue deteraiuationa re- 


ne Act in — to carcy out such military 
‘Usistance to Coloabtasy 


lis 
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meebbiary aseiataute Pus Selo wvia 
soyulrliu,, Jeternalaations, Jadur the 
Mutual Security act os 1y¥S4, 
a3 S.2wadeu 


Tav AUSLG twice proposed Por voanw Lik L..civivs Aritiui 
Ojuipud..t ani relubeu servviews acd f.v6s8laica wraluing for 
tie Coloaviau aliltary @stadilsauus at ad cHlisated total 
Cost Of ftigl>dIgUroe ~Gulpmens to vo surnished duuld Lue 
Ciude vehicles, Comauu.Caisousd @Guipzent, aud air transport 
equipacnt. It is expected timt the equipment and sateriale 
portion of ‘the yrupogued acsistance wili cust up to 
gag DIDI, ‘DHeVO wisl be @ Gui Buliy Wouest siviual 
Peygultwsient Lor seéiuteudics ad uperes, But it is oAipected 
tumt tis Colv sbi#aa Guvecnsent will te aole to finance tiuis 
continuing cost itself. A simll emount of tue initial 
equipuent ard materials may cone fron excess stocks. 


Traini:., at @n estinated cost of £25,320, would be 
provided by unites States training acvisors or at selected 
United States inustallatio s in auch subjecte as countere 
guerrilie warfare, intelll,ence anc countoreintellizence, 
Civil arfaire, »sycholopicel warfere, public «4 troop 
infor .etion, si0 criminal Investivation, 


Ta 1945, Lollowir, tus assagsinacion of Jor.e liteer 
Caitén, leader of tne Liberal Party, tne Liberals aitenpted 
to overthrow t.o Jonagurvative gevernaent. Failing in this 
effort, Lidvral lesdurs and many of tuisls Sollowers fled to 
tne @lacat .i.n-cunalvle raral ersas oF Uslowia., Tuey sute 
eequoctly avre joined o7 otiner Literals persecuted uy the 
Conservatives in trat party's attespt to extirpate tne 
Liberals 68 4 wajur political foxree, vy crisinal elc.cnts 
desirous es rasan, ~efsvca. advaniape froa tye political 
cheos attend! tie c'vil warfare tust ensved, and by sub- 


versive cleuents interested in promoting the vavse of Intute 


natiovgl Corcunisen, ‘ell organized and weli equipped cans 
of bandits and esuerrillas preyed upon isoleted pessants aid 
small villa;es, disrupted comuunications feciiities, and 
laid waste extousive areas of Colosbia's a, ricultural land. 
between 1942 and 1953, it is esetinatad that over 204,000 
persons lost tieir lives as a direct result of banditry asad 
guerrilla warfare end property dace.e tutalled hundreds of 
millions of dollars, 


In 1956, with Colomble's status as a viavle political 
entity in doubt, Liberal and Conservative lcaders arpreed 
to merge their differences in tne interests of national 
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unity. President Gustavo Hojas Pinille was deposed in 

May 1957. Wollewing an interim governzent presided over by 
a military junta, the Liberal-Conservative coalition inple- 
mented an wiufusle-althoush so far workable--furmulia for 
governing the nation, Under the cuidance of Alberto Lileras 
Camargo, now Presidcert of Colombia, toe Liberais and 
Conservatives arreed tuat for s period of 16 yeara they 
would collaborate in a bi-partisan parity governuent called 
the Naticnal Front. 


The Liberal-Conservative rasprochsaent has not meant 
an end of organized banditry or guerrilla activities. Gangs 
of bandits and ;uerrillas etili roas tircughout much of 
rural Colombia. Iu five provinces martial lew is still in 
effect. Im rece::t montis, bandit activity has spread to 
threes provinces hitherto untoucnued. Most of the gangs are 
comprised of criainal elescnta for whom banditry nas become 
away of iife. There is inereesin; evidence, however, that 
Cowsunist anc pro-Castro elaeents beve penetrated many of 
the gangs and, in sone cases, the gangs are acting under 
direct Coununist leadership. 


The Colombian arasd forces bave bteon uneble to eradi- 
cate the bandits. JT: sy heve devoted ti sir main effort to 
restricting thaac to tne mountainous réegious in which trey 
are strou-est. ihile ineldents of violence have sininianed 
consideradly during the two years tuat Lleras Ceusrgo hes 
been President, tne problem actually ss grown sore acute. 

The fear of rosidents of bandit-infestsd areas that they will 
be killed if they cooperate with the ferces of law and order 
restrains a laryc sepuent of tie population from ccoperating 
with tne -overnouvent in its efforts to solwe the »orcblen, 
fiefugees froma banditeinfeated rurel ercus have flocked to 

tne clties where ticy create a ssrious eocial crobleu, They; 
are easy prey for Covaunist end pro-Castro esitators. Lleras 
Canargo is of ts opinion, whies is supported by United 
States Covernment representatives in Coionbdia, taat his 
governsent's efforts to resolve svse of Goloutia's begic social 
are etononmle problens within e democratic fra-ework are doomed 
to failure unlecr tic bandit problen is resolved, 


The Colombien militery estabiishsent bas orcwullent per- 
socnel. its professionals have sacellent training in alli- 
tary theory but linited practical training in sield operatious, 
particularly countereguerrilla activities. iIt lacks field 
equipment, both individual enc orgenization, and it is shart 
of transportation and communication equipment. In June 1959 
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sider assisting hia in attacking the bandit erd guerrilla 

probvlez. In “ovenber-Decexder 1959 tois wovernment sent 

to Colovubla a tee: of antieruerrilla warfare exoorts to 

gurvey tae orotler, Vhs tena's reco tendations were mainly 

for steca tne Coloubians tnewelves scvld tave, witn United 

States technical ssststance, *#.f., to develop soecially- 

trained antiegverrilln forces, to establisn effective 

intelligence and inforzation services, and tv uncertako « — 
prograx to instill confidence in the armed foress. ‘The tean ie 
also roconutenied trat special wateriel be provided to enable 

the Colombian srued forces to combat tne averrilles in the as 
fiela. The tesa's reco rwnerdations prsve been accepted in 

orincisle by te respongible United States Governseat repre- 
gentetives in voloxbie, 


Praside nt Lleras Camargo asked tne United States to con- Be 


Spon receict of asaurence fron tye Volowbian Coverncent 
troat it is in srreecent with ecertein courses of action which ~— 
ere te bse submitted to it fer consiceretion by the vaited ? 
States Covernnent, ant on receist of s fornupl recuest for e 
United “tater eects ‘tance, the YVererte-ont of otete enol the 
eoartiient of Osfenre racorteed tist tie United jitatesa be 
prepared t- offer greavt ailitary arxeleteaace in the iors of 
cquiptert, saeterials, releted services, enc irsiaineg. 


It te cr: ehvered to be li the writed States interest to 
erevice Colo-bta vith tre ailitery eculpsent, caterialse, and - 
services described above using up to 61,500,000 of funds - 
available for military arsieterce tn isenl year 1901. Tre 7G 
furnishing of ullitery eeristarece on a ; rant bestia vo any ~~ 
Latin Aterican cation !s svbject to peveral conditions, . 
riret, uncer Cectloos 105(ea) ead lit of the Act, tne ~ 
“resicert svst tetermine tne the trercased «hbslity of the sr 
notion te dofr’d liself te dere. ta, t to tne cecinityv of the th 
“eited otatec, en that the Corpnmie'.tie, of Arco ansletance - 
wS1ll strenz tien the security of the Urited States aril orasote 
world -eace, ‘eecnd, “cotloen 195 (6)(4) of tie Act provides 
tiet military ecvipoent ard matertets say be Lturniesust to a _ 
Latin Acsrierr oetior only in furcrerance 91 mitsilons directiy _ 
relaticg tec tne conmnon defense of vee weater., vexnis -nere and ** 
that, unless tie Preaide:t determiner othorwise, internal be 
eoecurity recuiresents aball not be tie baeta for allitery 
nasintanca prorracs t* Amerieen neni’ tier, Third, pursuant 
to Sections Li) and Ly2la) of toe Act, orior te tne furnishe 
ing, of equioaert or materisis, the recipient netion must have 
oferta? to the rntertakings: which are «vcecified by Seotion 
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I> 
military assistance aprectont. Fowl, under Seetion 511(c) ca 
of the Act, any nation receiving military equipment cr 
materiais on a . rant basis must aa!l.e errangsuenis for the 
return to the United States of any such equipcent ana 
zaterials wien no longer required for tre purposes fcr which 


furnished. 
The first condition has been satisfied. in the r 
J President's message on the Mutual Security rro,ras of ] 
€ y 19, 1956,Athe necessary findiags were confirued 


as to the countries for which militar: assistance was then 
proposed or hed been furnished, Colowbia bei: anon such 
countries, 


Tne second condition re vulres « rresidential determinae 
tion uncer Sections 105(5)(&4) and &bl(a) of tue Act to per- _ 
wit the proposed pro;ram, Tue allitary assistance sroposed -_ 
to be furnished would be «i tiout reference to cestern Be. 
Kenisphere defense mletions ai would streu; tuen tre Internel : 
eeccurit; capability cf the Colouvinn arued forces ar te 
used for internal seourity purposes, Therefore, it ia cecne 
sidered recess ry as bt: tie c.ulpwent and satorials sigue: t 
of tue propose! sssistencse caly to rey.cst & .b tie sioslécnt 
waive tec first of t uw two @Loveeventioned requlresc:ts of 
Section LUS(b)iL) of tue Act and mere ive deterniuation req 
quired by tre tiled sentence of Section 1UD(t (4). ‘Tue — 
first eentence of Section 195(bd)() is cot e pliceble to ~ 
aszistance in toe for, of trsinir, of otuer eervices, and, 
as to training, tre function of aakin, tie detormisation re- 
quired by the tuird seutence of Sectiun 105(t)\4) hes been ey 
Golegatou to tre Jecretary of ‘tate, . 


The third aus fourth con: !tions have been satisfloea 
also ty a military anelisterce a,rceant effecuss ty an ro 
exeharme@ of notes on April 17, 1952.fi.owever, tiie allitary Va 
Q@ssiatance a.ree.cit does not avply to the aasistunce norein | 
proposed, nauely, the lurnisning of militery oguipaent, , 
materials and services t> assiet Colombia to -ainteia its 
internal security without reference to weater:: hemlephere 
defense missions. Yherefore, a turtaer aprecno.t «lil be 
sought with Volosahia to entisfy tr.c conditions required by 

* Sections 14l (second sentence), Lytle) aed Sll(c) of too Act 
with respect to tie assistance proy.ranm ucrein proposed, 
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Foreign Relations, 1958-1960, volume V, Microfiche Supplement 


COSTA RICA 


U.S. Relations With Costa Rica 
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Editorial Note 





Costa Rica held general elections on Fepruary 2, 1958. Mario 
Echandi Jimenez, candidate of the National Unicn Party (PUN), won 
the presidential election with 102,851 votes, 46.4 percent of the 
total 229,543 votes, defeating Francisco Orlich, National Liberation 
Party (PLN) candidate, and Jorge Rossi chayarri, Independent Party 
(IND) candidate, The Embassy at San Jose found the "elections 
remarkably free from violence and bitterness despite frenzied 
activity to round up voters;" and it said about Echandi that "we 
can safely assume he is fundamentally friendly to U,S. and free 
world »olicies and certainly oriented toward stability business and 


investment," (Telegram 159, February 3, 1958; 718.00/2-358) 
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Editorial Note 





President-elect Echandi of Costa Rica made an informal visit 
to Washington, March 26-29, 1958. On March 27, he attended a luncheon 
in his honor with President Eisenhower at the White House. Under 
cover of a memorandum of March 26, Secretary Dulles sent President 
Eisenhower a briefing memorandum on talking points for his luncheon 


with President-elect Echandi. (Eisenhower Library, Whitman File, 





International File) Echandi also met with Dan Throop Smith, Deputy 
to the Secretary of the Treasury, and Assistant Secretary Rubottom, 
Memoranda of his conversations with Smith and Rubottom are printed 
herein, He met briefly with Vice President Nixon and also with C, 
Allan Stewart, Deputy Director of the Office of Middle American 
Affairs, on March 28, Memoranda of these conversations are filed 
under Department of State decimal number 718,11/3-2858, The Costa 
Rican Minister-designate of Economy and Finance, Alfredo Hernandez 


Volio, and Minister-designate of Agriculture and Industries, 
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Jorge Borbon Castro, who accompanied Echandi, met with World Bank 
directors; and Echandi met with Export-Import Bank officials. 
Documentation on these meetings was not found in Department of State 
files, 

Echandi left Washington for New York on March 29, He also 
visited Boston, where he met with United Fruit Company officials; 
and Texas, where he arranged a cattle sale to Costa Ricans, No 
documentation on these meetings was found in Department of State files. 
Echandi returgnd to San José on April 15. He had a news conference 
on his trip at San Jose, April 19, which the Embassy reported in 
despatch 592, April 23, 1958. (718.11/4-2358) For additional 


information concerning Echandi's visit, see the Department of State 


Bulletin, April 14, 1958, page 614. 
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Briefing Paper for Visit of Costa Rican President-Elect Echandi 


Confidential Washington, undated. 


j Anticipated Subjects That President-elect tchandi May Discuss: 





a, 
(1) The Costa Rican Financial Situation R . 


Costa Rica's international reserves have declined from $22 million 
at the end of 1955 to $13.3 million at the end of 1957. This drop has ’ 
been occasioned by a substantial deficit in the 1956 balance of payments 
arising from a decrease in agricultural production for both export and 
the domestic market, a rise in monetary income chiefly from expansion in 
domestic credit and a continued high rate of imports. Although 1957 
foreign exchange receipts were high, imports and other payments continued +e 
their upward trend, and 1957 ended with no appreciable increase in the 
country's reserves. In a recent report made by the International Monetary 
Fund, it was concluded that Costa Rica is not prepared to withstand major 
downward fluctuations in the international prices of its main export 
commodities (coffee and bananas) nor to cope with adverse developments in 
export crop production with the present level of exchange reserves. 


Within the country the government has experienced difficulties with dy 
its budget and there is a likelihood of a sizeable fiscal deficit for 1957. i, 
Up to 1954 the fiscal policy offset the expansion of credit to the private 
sector, but since that time the government has competed with the private 
sector for available bank credit. If the excess of current goverrment < Ni 
expenditures over revenues continues to increase, and if bank credit to Ne 
the private sector expands at the rate of the recent past, the loss of % 
exchange reserves will pose some very serious problems. Y 
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Indications are that Echandi is very much concerned over the future 
financial condition of his country. In a recent press conference (March 5) \ 
he said, "our country is facing an economic situation which can be serious, 
above all if coffee prices continue to drop". He has indicated that he will wh 
try to improve existing financial practices and future government revenue. 

In this connection he has announced that foreign capital could come to Costa \ 
Rica and work on even terms with Costa Rican capital. ~! 


te  & 
(2) Coffee I ¢ 


The Costa Ricans are very much concerned over the possibility of an 4 
additional future drop in world market coffee prices During 1957 coffee iar 
export prices dropped from an average of $0.70 per pound to a low of $0.50 y 
per pound. The decline in coffee prices induced Costa Rica to become a “s 
very active proponent and signatory of tle Mexico City coffee pact last 7° 

~« October} which called for withholding a portion of their 1957 - 58 coffee ie 

\ crop in an effort to stabilize coffee prices. Mr. Echandi has already Bs 
stated that coffee prices constitute a vital problem for Costa Rica, as f- 
unfortunately the economy depends fundamentally on the price of coffee. : 
He has announced that he is in favor of the Mexican agreement and believes ~ 
that if the coffee producing countries do not defend themselves against the - 
trend towards low prices, the consequences to Costa Rica's economy will be 
t disastrous. 





V/ this paper was attached to a memorandum from Henry L, Taylor | 
of the Office of Middle American Affairs to Assistant Secretary 
Rubottom, March 25, 1958. 

\7 

’ An English translation of the Convention of Mexico City, 
i signed October 18, 1957 is enclosed with Foreign Agriculture Service 


Report 27 from Mexico City, October 28, 1957. (820,157/10-2857) 
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The 1957 - 58 Costa Rican coffee crop is expected to be a record- 
breaking crop and the withholding from the export market of a sizeable Ta 
portion of this crop (the excess over 80 percent of the average of the 
volume of the previous two crop years available for export) could prove 
to be an overwhelming financial burden for Costa Rica's limited resources. 

Our Enbassy estimates that approximately $35 million will be required dur~ 
ing 1958 to finance the 1958 - 59 coffee crop and the 1957 - 58 hold-over 
surplus. 


Possible Question: 


[oa -ce 
In view of (1) and (2) above, Mr. Echandi may ask what assistance ie 
his country might be given from the United States in the event of a depletion 

of foreign exchange reserves stemming primarily from a decrease in world market 

prices of coffee. 


Suggested Reply: 


If this subject is raised, Mr. Echandi could be informed that sympathetic — 
and careful consideration would be given to Costa Rica and that every effort 
to give assistance commensurate with the then existing financial problem would 
be made, provided that the Costa Rican Government had taken or given evidence 
of a resolve to take all measures within its power to cope with and reduce 
the scope of this problem. In this connection, it could be pointed out that 
Costa Rican imports have been at a relatively high level; that these have 
been stimulated by domestic credit policy and government deficits, both of 
Which may be further curbed; that the need for action in the field of credit 
and fiscal policy is accentuated by unfavorable prospects for earnings from = 
coffee exports; and that in the event such measures proved unsuccessful in 
stemming loss of reserves Costa Rica enter into consultation with the Inter- 
national Monetary Fund. In regard to our position on coffee it is suggested 
that Mr. Echandi be informed the United States is prepared to participate in 
discussions and studies with coffee producing and consuming countries on * 
problems of coffee trade. We have been pleased to note the initiative a,t 
by the Latin American countries in organizing at Rio/Conferencefat which 7 em 
the United States was represented by an observer to discuss and formate an ch 
active program in an effort to resolve coffee trade problems. 


(3) ‘Establishment of Branches of Private Banks: 





The nationalization of banks took place in 19,8 and a Central Bank was 
established, endowed with typical central bank functions. The nationalization 
decree as it now stands permits the setting up of private banks with permission “* 
ef the Government but prohibits them from accepting deposits, as it stipulates 
only the state may "mobilize deposits of the public". 


Mr. Echandi has expressed an interest in inviting American banking and 
insurance companies to open branches in Costa Rica. He has said it is not . 
his intention to propose measures which might destroy the national banking 


system, but that he thinks the existence of a private bank operating with its 
own funds will help solve the growing lack of facilities to increase loans 





\/ Reference is to the International Coffee Conference, Janus». 


‘ 
ee 
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f* 
Commerce Weekly, Feb!’ 24, 1958, p. 3. \ 


20-27, 1958. For a Report, see Department of Commerce, Foreign 
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, to farmer and indistrialists. He has also recently expressed his firm 
belief in the necessity of extending security and support to private a 
initiative, limiting the intervention of the State in the field of 
economic activities to the absolutely indispensable. 


Suggested Position: 





That Mr. Echandi be encouraged in his desire to further economic 
development through increased private investment. It could be pointed out 
that an increase in private institutions would not only bring new capital — 
into the country's money market but also capital investment in industry aad 
agriculture, and would also add to the government's revenue in the form of 
taxes, without the necessity of the Government to be financially obligated 
for development and maintenance. 


~ 


It could be suggested that Mr. Echandi, while in New York, get in 
touch with various banks concerning his desire to permit private banks to 
operate in Costa Rica. 


(4) Costa Rican Armed Forces: K 








a 


Mr. Echandi has announced to the press that Costa Rica will abolish 
the Army and sell its armanents to buy farm implements and medicines. He 
does plan to keep the Guardia Civil for safety and police service. In this 
connection he may express interest in having United States assistance in 
establishing an engineering construction unit, the same as is now being 
established in Honduras. Our Embassy has recommended that such a battalion 
be established. 


Suggested Reply: 


If this subject is raised, it is suggested that Mr. Echandi be informed 
that we are very much interested in any disarmament proposals for Latin 
America, as well as plans any individual country has for reducing its arms; 
and that a reduction in a country's expenditure for armaments leaves more 
money available for expenditures on constructive economic developments. 

With regard to an engineering unit, Mr. Echandi could be told that careful 
consideration will be given to his request. FYI: In this connection mich . 


| 
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depends upon available funds, and comparative priority needs of other Latin -. 
American countries in relation to our overall policy objectives. End FYI. . 
(5) Loan Projects: re. 
: World Bank: In January 1957 Costa Rica negotiated a loan with the ay. 
IBRD for $5 million designed to finance the importation of capital goods “s 
for agricultural and light industry development. The Central Bank of Costa 7. 
Rica now has a second loan request for its capital goods importation program 
oe E 
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in the amount of $5 million with the IBRD. This application is now under 
consideration. 


The Costa Rican Institute of Electricity (ICE) has a preliminary 
loan application with the IBRD, the amount as yet undetermined, to finance : 
the Rio Macho hydroelectric project. Tiuis projected development would have 
a generating capacity of 24,000 Kv and the cost is estimated at $.1 million. 
Whereas this was to be an autonomous government agency project, it may be 
that Mr. Echandi, in line with his thought concerning private investment, ie 
eo 





may have an interest in trying to have the American and Foreign Power Company 
develop this project. 


Develo t Loan Fund: The Government of Costa Rica has expressed 
interes ° a million loan from the DLF for augmenting the 
capital available to the rural credit boards for promoting agricultural 
development. Preliminary discussions have taken place between officers of 
the Department and Costa Rican officials, but as yet no formal application 
hes been made. 


Suggested Position: 





TRE ens .. 


If this subject is raised, Mr. Echandi can be informed that the DLF 
is considering each loan request on its own merits, and that he can be | 
assured that when a formal application is submitted, it will be given every 
possible consideration. : 


| 
i 
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Increasing Proportion of United Fruit Company Profits Subject to Costa Rican 
Taxation. 





ye 


Mr. Echandi has informed Ambassador Woodward that this is one of the 
subjects he wishes to discuss while in Washington. He is interested in 
obtaining a larger amount of taxes from the United Fruit Company. He has in 
mind eventually working out an arrangement (principally with the Treasury 
Department) by which a larger proportion of the profits of the banana producing 
and selling operations, which pertain to Costa Rica, would be allocated by 
Treasury to the operations of the producing subsidiary in Costa Rica in order 
that the larger proportion of the profits would be taxable by the Costa Rican 
Government. 
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There is now in effect a forma established by Treasury by which 
approximately one-half of all the profits made by the United Fruit Company 
and all its subsidiaries are taxed as profits mace by the home company and 
therefore taxable only in the United States at the regular rate for corporate 
profits of 52 percent. The remaining half of the total profits are considered 
to be profits made by the subsidiary producing companies in the various 
countries where the country produces its product. This half of the profits 
divided among the operations in all producing countries is taxable in each 
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Mr. Echandi has informed our Embassy that he is authorized to discuss 
this method of increasing revenue on behalf of the Presidents of Guatemala 


\i/ a Tommres:) I 
Suggested Reply: 


It is suggested that Mr. Echandi be told the Executive in the United 
States does not have the authority sometines found in other countries to 
modify tax liabilities of taxpayers. Taxpayers have well settled rights 
under United States laws and the regulations that are issued to implement ~~ 
those laws. Consequently, we cannot give an opinion as to whether the 
method for allocating the income of the United Fruit Company can be changed. 
However, to the extent that the present method may not adequately reflect 
the regulations and the law, the Treasury would be prepared to discuss 
the question with the United Fruit Company. 


producing country now at 30 percent. " 











It could be suggested that this matter be worked out between the United 
Fruit Company and the Treasury. Treasury has informed us that there would . 
have to be a detailed study before any decisions could be made on this proposal. m 


Suggested Subjects You May Wish to Discuss With Mr. Echandi: 





(1) Inter-American Highway: 
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a. 
It is suggested that you point out to Mr. Echandi the importance of the . 
Inter-American Highway to Central America. In this connection Mr. Echandi's 
attention could be drawn to the expected increase in United States automobile 
traffic to Central America, with resulting additional revenue for the Central aa 
American countries and a closer tie between the people of the United States 
and the people of Central America. Pd 
a 
to 
Qn March 17 the Legislative Assembly authorized the Costa Rican — 
Government to negotiate an increase of $l; million from the EXIM Bank for 
completion of the highway in Costa Rica. 
(2) Elections e : 
You may wish to comment on the orderly, honest, democratic Presidential . 
and Congressional elections which took place last February second. The Costa »° 


Ricans have taken great pride in these elections as they were intent upon 
showing other Latin American cmuntries how free democratic elections should be 
conducted. As President Figueres! party will have a plurality in the new 
Legislative Assembly, any comments Mr. Echandi has concerning how he expects 





\V Miguel Ydigoras Fuentes and Ramon Villeda Morales, MEspec “ve 
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to get his program through the Legislative Assembly wili be of interest. 
(3) Exiles Residing in Costa Rica: 








Since President Figueres has been noted for his leniency with regard " 
to permitting entry of political exiles into Costa Rica, and since Costa * 
Rica has been considered by President Somoza as a sanctuary for Nicaraguan - 
exiles plotting to overthrow his government, it would be of interest to 
sound out Mr. Echandi as to what his policies will be regarding admission 
and activities of political exiles. It is understood that Echandi, on his 
recent visit to Nicaragua (March 10), assured President Somoza that he . 
would control the activities of Nicaraguan exiles in Costa Rica. It could 
be indicated that strict control of exile activities would tend to create 
harmony and political stability among the Central American fountries. 


(4) Communism: 





Mr. Echandi has indicated to our Embassy that he will express an 
interest in hearing any suzgestions the United States has for combatting 
Commnism. It could be pointed out that Communists are permitted to travel 
freely in and out of Costa Rica and suggested that more control exercised 
over their freedom of movement would be effective in reducing their activities. 
The effectiveness of Communist propaganda could also be counteracted by 
anti-Commnist propaganda forthcoming from leading business groups, teachers 
and the clergy. 





Effective implementation of the provisions of the Caracas nesctution—\/ 
particularly those concerning the exchange of information on Communist travel ae 
and activities, would be one of the best means of combatting Communism. The 
presidents of other Central American countries have recently indicated their 


desire for increased cooperation in controlling Commnism. Emphasis should be ag 
placed on each country getting its own house in order and establishing effective pc 
‘ 
we 
re 
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Cormmunism in Labor Unions: internal controls. —®% 


The Pacific banana zone, the largest concentration of workers in any 
one enterprise in Costa Rica, presents the continuing problem of a Commnist- 
dominated labor union (Federacién Obrera Bananero y Anexos - FOBA) enjoying 
the strongest position, with a membership of about 5, rs, among the 
farm workers of the United Fruit Company. Another union (Federaci6n de 
Trebaiedores Bananeros x Anexos - ea with about 1,050 members among 

e Company's r op workers, has been known to be non-Commnist 
but has entered into a cooperative working relationship with FOBA during a 
‘the past half year. A third, minor organization, the Rerum Novarun, has . 
about 100 members in the Company's facilities at Golfito. : 


None of the three unions supported Echandi in the recent election. 
Rerum Novarum very definitely supported the National Liberation Party and 
Both FOBA and FETRABA, according to the Embassy, overwhelmingly demonstrated = 
they were in the Calderonista-Conmunist camp. 





\/Re ference is to Resolution XCIII adopted by the Tenth Inter- 
American Conference, March 28, 1954; for text, see U.S,, Department 


of State, Tenth Inter-American Conference, Caracas, Venezuela, March 





1-28, 1954: Report of the Delegation of the United States of America 








with Related Documents, p. 156. 
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Problem: 


i Echandi administration handle the problem? Harassment 
for oe of Danan can strengthen the Commnist position. Indifference, 
if it is felt to be an area not worth courting, could do likewise. spn oP 
an ORIT-ICFIU campaign, now being contemplated, could be permitted to opera 
it is carried out on a strictly trade unicn, non-political basis 
designed to diminish Communist influence. 


Additional Subjects President-Elect Echandi May Discuss 
(1) Change of Authority in Awarding Contracts for the Inter-American Highway: 





It is understood that President-elect Echandi is interested in having 
the Government of Costa Rica take over the awarding of the contracts for 


the remaining work for completion of the Inter-American Highway in Costa 
Rica. 


Our Position: 





In view of the advanced stage of construction of the Inter-American 
Highway in Costa Rica it appears to be a poor time to change the procedure 
for the operation and final construction of this highway. In addition the 
United States is not aware that the Government of Costa Rica presently has in 
being a highway department which could adequately handle the letting and 
awarding of contracts on the highway. The United States does not believe that 
it would be advantageous for Costa Rica to build up a highway department to 
handle this project as the Inter-American Highway is a much larger project 
\\han any future foreseeable projects in Costa Rica. Therefore, it w seem 


to be to the benefit of the rapid completion of this project not to undertake 
to change the methods of operations at this time. 


The United States through the Bureau of Public Roads is willing to 
cooperate with and assist the Government of Costa Rica to build up and train 
a highway organization capable of carrying on and maintaining the highway 
after its completion and the Bureau of Public Roads engineers leave Costa 
Rica, (Prepared by Mr. Russell in REA and cleared with Bureau of Public Roads) 


(2) Desire to Sell or Give Away Excess Armaments: 





Our Embassy has informed us that Mr. Echandi wants to keep only sufficient 
armaments in the country to meet the needs of the Guardia Civil for police 
purposes, He has expressed a desire to discuss the sale of Costa Rican excess 
armaments to the United States, and in the event the United States cannot 
purchase them he proposes to give them to this country. 


Suggested Reply: 


The Defense Department states that it would not be able to purchase 
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any excess armaments from Costa Rica nor would it be able to accept them as 

a gift. It could be suggested that Echandi through his country's Bobassy in 
Washington make arrangements to sell the armaments to private entities such 

as INTERARMCO. It might be well to point out that we would not like to see 
Costa Rica sell any of its armaments to countries which would be prone to use 
them for other than defense purposes. In this connection we certainly would 
not want to see them go to Cuba. FYI: In 195 Echandi vigorously opposed 

the purchase of a relatively sizeable quantity of arms. His desire to dispose 
of excess armaments may be due in part to vindicate the position he took 
regarding their purchase in 195i. End FYI. 
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718,11/3-2858 
Memorandum from the Chief of the International Tax Staff, Department 


of the Treasury (Gordon) to the Officer in Charge of Costa 


Rican-Nicaraguan Affairs (Taylor) 


—— 


Washington, | March 28, 1958. 


SUBJECT: |. cting »etween President Echandi oF Costa Rica and Dan Throop >2itz, | : 


IN 
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/ For text of the Tax Convention with Honduras, signed at 


. 


Washington, June 25, 1956, see 8 UST 219; with Japan, signed at 


1954. see 6 UST 113 and 149; and with Germany, 
7 


signed at Washington, July 22, 1954, see 5 UST (pt .3) 2768, 


Washington, April 16, 
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OAP Files, Lot 61D 7, "Memorandum of Conversation: Costa Rica, 1958" 
Memorandum of Conversation, by the Officer in Charge of Costa Rican- 7. 


‘Ceus, Affairs (Taylor) 











Confidential Washington, March 27, 1958., 
, —_ 
SUBJECT: COSTA RICA: Visit of President-Elect - 
Mario ECHANDI Jimenez 
— 
PARTICIPANTS: Roy Re Rubottom, Jr., Assistant Secretary vy, 
William A, Wieland, Director Middle American Affairs ’ 
C. Allan Stewart, Denuty Director Middle American Affairs 

: Ambassador Whiting Willauer i 

” Arbassador Robert F, Woodward 

— Herbert B. Leggett, Officer in Charge, Central America = 

< and Panama iffaits we 
=" Henry L. Taylor, Costa Rica Desk Officer 
7 Ww 
= = Mario ECHANDI me pepe: President-elect of Costa Rica 
ae Jorge Hazera, Minister Counselor of Embassy of Costa Rica 
S~ ERS OF HCHANDI OFFICIAL PARTY 
ot = °o ne ez 
Ss Sr. Jo¥ge Borbon Castro 
os Sr. Joaguin Vargas Gene 
Su Sr. Tomas Federico Guardia Herrero " 
~z 
S — IES TO: ARA(2), IRC(2), MID-lir. Gawf, WiD-ur. King, MTD- Me. Hoyt, he 
Amb. Willauer, Aub. Woodward, Amb. Newbegin, Amembassy COSTA RICA 
aw REA. E NICARAGUA 
2 = , HONDURAS 
=P EL SALVADOR 
Sa QUATEMALA 
a ‘PAN AMA. 

on =. 


Mr. Rubottom extended a warm welcome to Mr. Echandi and the nembers of his official 
group. He congratulated Wr. Echandi on winning the Presidential elections and commended 
costa Rica for the democratic manner in which the Presidential and Congressional elec- A 
tions were held last February 2. Mr. Echandi repiied that he was honored and pleased 
to boa in Washington and expressed his appreciation for the magnificent attemtion he and 
the members of his group were receiving. The visit lasted one and one-half hours, during wes 
ahich time the following subjects were discussed. of 


Economic Conditions 





Mr. Rubottom said it appeared in general that Costa Rica's economy was in fairly . 
good condition. He said, however, he realized a reduction in world market coffee ‘* 
orices—Costa Rica's principal source of foreign exchange--could cause severe economic 
repercussions to the country’s economy. Mr. Echandi said this was correct and that he 
was concerned over the possible drop in coffee prices. Mr. Echandi expressed the need 
for his country to diversify its production, increase its production of basic food crops, 
and reduce wherever possible expenditures for imports. Mr. Rubottom pointed out that 
we are aware of the difficulties that a drop in coffee prices would cause to Costa Rica 
and other coffee-producing countries. He said that we were looking into what could be 4 
done to help increase the consumption of coffee, and that there were at present several 





’ / This memorandum of conversation was prepared on March 31. 
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ways that a country could obtain aid if necessary. In this connection he pointed out - 


that such institutions as the World Bank, the EXIM Bank, and the International Monetary > 
Fund are available for giving objective advice and assistance upon request. He slso 
stressed that a country should make efforts on its ow behalf to take necessary steps 

to put its economy in good order, even if this involved some sacrifice on the part of 

the people. 


Armaments | 





Mr. Echandi said that in keeping with Article 12 of the Costa Rican Constitution 
he desired to get rid of all excess armaments. According to him, he wants to keep only pe 
those arms necessary for use of the Guardia Civil for police purposes. He said that 
he would like to sell the arms to the United States and use the funds derived therefrom 
to buy tractors and other agricultural equipment. Mr, Echandi stressed that he had no 
personal reason for wishing to be rid of the excess armaments but since Costa Rica did 
not have any real Army of its own, and did not desire one, he could see no reason for 
keeping any excess armaments. Mr. Rubotton said he did not know how the United States 
Government could purchase the armaments but that the matter would be looked into. Ir, 
Echandi stated that he 1ad no intention of selling the armaments to any country which 7 
would be likely to utilize them for causing trouble either within its own country or e* 
that of another. Ambassador Willauer stated that he in the past had had a great deal - 
of experience with arms and that he had some ideas regarding the sale of the excess 
armaments which he would pursue when he took over his post in Costa Rica. Mr. Echandi 
also emphasized that his country was not an aggressive one and in keeping with Article 
12 of its Constitution did not need arms for any other purposes than policing. 


THE UNITED STATES" 


Inter-American Highway 





Mr. Echandi said he wondered if a section near the Inter-American Highway, between 
El Coco Airport and San RamOén, covering approximately 40 kilometers could be included 
in the Inter-American Highway project. Mr. Rubdottom informed him that at the present 
time it seemed best to concentrate on completing that part of the Inter-American High- 
way running through Costa Rica rather than attempting to reconstruct an additional Ls 
road as part of this project. He pointed out to Mr. Echandi the difficulties of obtain- ¥" 
ing sufficient funds from our Congress in order to carry on the Inter-American Highway Ls 
project without attempting to obtain more funds for the construction of another road 
not really a part of this project. Mr. Echandi did not press this request but said he one 
wondered if a change could be effected in the present agreement for constructing the i 
Inter-American Highway. He stated that it would be desirable for Costa Rica to control . 
the awarding of the contracts for completing the unfinished parts of the road rather 4° 
than to continue letting the Bureau of Public Roads control the awarding of these € 
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contracts. Mr. Rubottom pointed out to Mr. Echandi that when construction of the 
Inter-American Highway was first begun Costa Rica, owing to lack of an adequate Road 
Department, had requested that the Bureau of Public Roads assume the function of award- 
ing the contracts. Mr. Rubottom indicated that it would be a poor time to change now 
as the final stages of construction are being entered into. He said that of course 

the United States, through the Bureau of Public Roads, is willing to give technical 
assistance to training Costa Rican road technicians. 


Communi sn 





President-elect Echandi said that he was concerned with communism in Central America, 
and on his recent trip through the Central American countries had discussed ways and 
means of combatting communist activities. He said that these countries desired to form 
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a united front to combat communism and were willing to cooperate with an exchange of 
‘nformation regarding movements and activities of known communists, Mr. Rubottam - 
indicated that the common efforts of the Central American countries to eradicate communism 
had merit, but stressed that the first thing to do in this comiection was for each 
country to concentrate on taking care of its om internal situation and establishing ' 
its own internal controls against communism, He said that the United States would be ; 
willing to exchange information on movements of communists and indicated that we would ' 
give assistance in combatting communism compatible with our foreign policy. He said : 
that it was well known that we do not follow a policy of intervening in the affairs of 
other countries nor do we approve of other countries so duing, He tien asked Mr, Echandi 
about communism in Costa Rican labor uniomy Wr. Echandi said that there were some 
communists in the labor unions as well as a number of leftists, Mr. Rubottom then asked 
him whether there was much communism in the banana unions, Mr. Echandi replied that 
there was communist infiltration in the Federacién Obrera Bananera y Anexos (FOBA) and 
indicated that it was something that had *o be dealt with, Mr. Rubottom then said t: 
thought could be given to the role that ORIT could play in combatting communism in t 
the labor unions. rs 
: 
' 
> 


Political Exiles 





Mr. Echandi stated that he would follow a volicy whereby political exiles could 
continue to reside within the country in keeping with Costa Rica's democratic principles, ~ 
out would not tolerate their engaging in subversive activities within or outside the ; 
country. He stated that political exiles could continue to find a place to live in | 
Costa Rica and provided they lived there peacefully as law-abiding citizens they would 
not be molested, 4 


Political and Economic Philosophy 





Mr, Echandi stated that he was a strong believer in democratic principles and 
private initiative, He stated that it was his desire now to unite the various political “ye 
parties within the country in looking towards the best interests of the country, He 
said he was making an effort to have his Cabinet composed of representatives of the 
various parties and in this respect he had offered Rossi (the Independert Party can- 
didate for President) a Cabinet post. He said that it was not his intention to change Fr. 
any of the government autonomous entities already functioning, but that he hoped 
additional economic development would be carried out through private enterprise by 
beth foreign and domestic capital. 
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President~elect Echandi said it was his desire to see private banks established 
in the country. He said that he hoped while in the United States to talk to some 


I. 
Banks . 

: 
bankers with the idea of interesting them in setting up branches in Costa Rica, He *, 


thought that private banks within the country would help provide needed loans for the iz 
agriculturists, such as the coffee growers, and for small industrial enterprises, b 
Mr. Rubottom asked him if it would be necessary to change the law of 1948 under which = 


the banks were nationalized before private banks could function within the country. 
Mr. Echandi said changes in this law would have to be effected. 2 
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Larger Share in Taxes of the United Fruit Company | 


Mr. Echandi said that he hed talked with Treasury officials this morning in regard 
to his desire to obtain an increase in the portion of United Fruit Company profits 
subject to Costa Rican taxation. He spoke appreciatively of the way he had been re- 
ceived by the Treasury officials and seemed pleased to mow that his request would be 


given every possible consideration in accordance with United States laws. 
the Treasury. 


| 
tax He 
indicated that the United Fruit Compmy would endeavor to work out this matter with 








Mr. Rubottom asked Mr. Echandi if he had any comments he would like to make con- 3 
observations ef the Central American countries he had so recently visited. 

Mr. Echendi said that dn El Salvador the situation looked fine to him and that the 

‘goverment was well in control of political conditions and definitely appeared to be 

. With regard to Honduras he believed that Villeda Morales } 

He said that there were two governments in’ existence - Villeda's 


} 
| 
\ 





and the Army. He also remarked that as far as he could determine subversive attivities 

were being carried on by political exiles and that apparently Villeda was not able to . 
control them to the extent he should. In connection with Nicaragua, he said everybody >) 
was aware of the situation there, that the goverment was stable and anti-communist,. . 
He appeared to believe that Nicaragua offered no political problem. In regard to “4% 


Guatemala he said that Ydigoras was getting his government well organized, that he | 
appeared to beve things under control, and was very much aware of the leftists within i 
the country. In connection with the latter, he said Ydigoras had already expressed 

himself against communism and believed he would in the near future take appropriate 
action to curtail communist activities. With the exception of Honduras he apparently y 
felt the Central American countries had stable governments, 


Attitude Towards Development of Electrical Power 
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a 
Mr. Echandi said that he favored the development of eleettic power by Instituto -~ 
Costarricense de Electricidad (I.C.E.), leaving the distribution to private companies — 
such as the American and Foreign Power's Subsidiary. 
“ 
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Memorandum from the Deputy Director of the Office of Middle American 
Affairs (Stewart) to the Assistant Secretary of State for 
Inter-American Affairs (Rubottom) 


Confidential Washington, | May 30, 1958. 


¥ 


SUBJECT: ax Benefit for Countries in which United Fruit Company Operates. 


In a conversation with President schandi of Costa Rica on Ma) 11, fhe \Y 

." stated that the Costa Rican Government's possibility of balancing its budget = 

for the coming fiscal year depended on an increase in revenue from taxes on 

the United Fruit Company operations in his country. It will be-recalled ~~ 

~ that Bchandi appealed to the Treasury Department during his visit to the 

United States for a greater share of the tax returns from the United Fruit 
Company. At present the taxes collected by the United States are based on eO\ 
an arbitrary division of fifty-fifty which is explained briefly in Unbassy | 
San José telegram No. 303 of May 20.) President Echandi told me that if “fi 
Dr. Milton Eisenhower could inform during his visit to San José that the 
Treasury Department had modified its determination in favor of the banana 
producing countries he would score, as he put it, a home run, Echandi claims 





Lie Oe Ee ee 














c to have obtained approval from the Governments of the other Central American 

: countries where United Fruit operates to undertake to obtain increased tax 

3 returns from the Company, Whatever benefit Costa Rica received would, 

‘ naturally, extend to Honduras, Guatemala and Panama among the countries that ~ 


Dr. Eisenhower plans to visit. 


Sam Baggett, Vice President and General Counsei of United Fruit Company, 4) 
: was a guest of Echandi at the inauguration ceremonies in San José, I had ' 
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two talks with Baggett and he informed me that hr. Dan Throop Smith, of the 
Treasury Department, who would be the person responsible for recommending a 

change in the tax system, appeared to be favorable towarc Echandi's request, 

I was present when Echandi talked with Smith in washington and I was impressed \ 
by the Costa Rican's reasoned arguments. Baggett told me that Smith also was 7 
favorably impressed at that time. Since then, Baggett informs me that he has 
talked with Smith ard found him receptive to tre idea of giving Costa Rica, ~ 
and per se, the other banana countries, a better share of the tax returns. 





oo 
ff i } 


Me 
‘ Since my return from Central America I have becr told that che Echandi propos- ", 
al is now under study by the Bureau of Internal Revenue. i 

7" 

I asked Mr, Baggett to send me a memorandum outlining in detail the { 7 
Treasury Department's system of assessing taxes on the United Fruit Company ~E 

and he promised to do so after a brief vacation that he is taking in Costa w% 

Rica, However, woe have correspondence from Ambassador Woodward on the whole SS. 

«matter and it is rather complete, . vh. " 

\ 4 e. 

Mr. Baggett says that he does not believe that the basic principle used j — 


by the Treasury in assessing taxes on all foreign business done by Anerican . 
companies would be affected by a decision to cl.ange the percentage in so far 

as the United Fruit Company division of taxes is concerned. For tris reason, 

he does not think that the Treasury Department would be setting precedent 
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W cabin left Washington, May 5, to attend Echandi's inaugura- 
tion at San José on May 8, 

\/ It reported that a Treasury Department determination in 1950 
allowed the producing country to tax half the company's profits. 
Willauer believed that the increased cost of capital equipment 
raised the producer's share in the value of the marketed fruit, 


possibly justifying a revision of the 1950 determination, (961.6218/- 


5-2058) 
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that would necessitate a revision of the whole 1950 arrangement. This has oe 
since been confirmed by Mr. Gordon, Legal Adviser in Treasury. However, if ~~ 7 
you concur, I should like to talk with Mr. Smith of Treasury to get his 

ideas on the matter. 


t.f ey 
wh ee. ¥ 





Although President Echandi has made the request of the Treasury Depart- 
ment, I think a decision to grant the countries in which bananas are produced 
a greater share of the United Fruit Company's taxes would be considered a J 
voluntary gesture on our part if done around the time Dr, Eisenhower visits > 
Central America, Actually, Costa Rica is the only country that has made the ~ ~ 
request. According to Hr. Baggett, the Costa Rican Government may anticipate 
a greater tax increase from the United Fruit Company than the Treasury is . .f 
willing to give, and this might cause some disappointment to President Echandi. 
However, our taking the initiative in this action might prevent long, painful 
and unsatisfactory negotiations between the Governments. President Echandi 
indicated to Mr. Smith in his conversations in Washinton that he preferred 
to discuss the matter with the Treasury Department and arrive at a mutual 
understanding rather than have the Costa Rican Government arbitrarily set a , 
price on bananas delivered alongside ship at Costa Rican ports which would 
be the basis for taxing the Company. A move of this kind, I understand, 
might put United Fruit Company in the middle of a disagreeable tax situation. 


UP PRB 





An announcement of Treasury's willinmess to allow the banana producing 
countries to receive more of the tax revenues from United Fruit Company would 


undoubtedly assist in making Dr. Eisenhower's visit to the Central American 
countries more succeysful if we decided to publicize the gesture, "en, a 





provide the countries in which United Fruit Company grows bananas to receive 
more tax returns, this revision to be made by Treasury through United Fruit 


Recommendation: ie 
That the Department favor the revision of the tax arrangement that will. . 

~~» 

Company and if necessary through consultation with the Costa Rican eat meee “Me. 
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V/ For documentation on Milton Eisenhower's trip to Central , 
America July 12-August 1, 1959, see pp. . 


‘ 
\/ There is no indication on the source text of Rubottom's action 


on the recommendation, but see his letter of June 19, infra. 














— BEST COPY AVAILABLE CR-7 W- Hi __- 


811,05118 /6-1958 SSI 


Letter from the Assistant Secretary of State for Inter-Am rican Affairs 


(Rubottom) to the Secretary of the Treasury's Deputy (Smith) K 


Confidential Washington, June 19, 1958. 


Dear ur, Saith: “Ei 


While Mario ichandi, then Prosident—elact of costa Pica, was 
in Washington he called upon you and other Treasury officials ou 
March 28 to discuss a rovision in the U. S. tax regulations shereby 
50 percent of the profits of United Fruit Company and its Costa 
Rican subsidiary are taxable in the United States and the other 
50 percent taxable in Costa Rica. lt. Uchandi expressed at that 
time a desire to work out an arrangeaent whcreby a larger porcent- 
age of the profits would be allocated to the producing subsidiary 
company in Costa Rica. Tris would ve jione, he stated, without hard- 
ship to the United rruit Company, by incressing the base for taxation 
of the firm's profits in Costa iiica. 
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President Echandi, who was inaugurated on Vay &, has re- 
iterated to our Ambassador in San Jose, a continuin; interest in 
this matter, ami tho Departaent has been infor ed that other 
Central Anerican countries in which United Irult hss subsidiaries 
also share his view. The Department recognize:, of courre, thet a 


ee 


questions relating to allocation of iicoue fur *.% purposes under 
: the Internal Revonuc Code, involving as they ¢’o tno fair and equitable 
Pa adainistration of United States tux law, aro vituin the province 
. of tho Treasury Department. Furthermore, the separtaent is not in 
; a position, and has no 7esire, to become involved in the particulrr 
es ° tax problems of individual Anerican companies under the U.5. liovenue 
Laws. 


ae 


The recent drop in comodity ;»rices has rosultod in a roduction 
of income to Costa /iica as well as — Centra] Amorican ccuntrirs, 
For this, as well as othor reasous, tic Vopar*icnt of Utatec considers 
that, generally, fwiurtiblo neasures » ich will Licrove tie — 
position of such countries will ce cucflefial tn ‘Nrthe vin, 
foreign policy intorosts. To the extent that ruch soatures mon v0 
taken within the ambit of a fair and oquita.le rtministraticn of 


the tax laws, the Departaent omsiders that t cy would be in the | 
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—_—~~-~ national interest. 


Sincerely, 


5" a7 er 
wer RR. Rubottoz, Jr. 
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_!/ 
_—— by Stewart and Taylor, end delivered to Smith by Stewart 


on June 1° A > 10586 At that meeting Stewart told Smith that Echandi wanted 
a 75-75 split for taxes on UFCO profits. Smith said that presented no 
problem to the Treasury Department. (Memorandum from Stewart to Rubottom, 
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June 19, 1958; OAP Files, Lot 61 D 473, "Costa Rica") Rubottom noted, that 


this was "very good news," —#ovetron-on Srewsrt*s-memorendan)- \ 
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Letter from the Deputy) taming Secretary of the Treasury} (Smith) to 


A 


the Assistant Secretary of State for Inter-American Affairs 
(Rubot tom) 


Washington, July 11, 1958, 





Dear Mr. Rubottom: ‘ 


In your letter of June 19, 1958 you indicated the importance 
that the State Department attaches to a modification in the present 
allocation of income of the United Fruit Company and its subsidiary 
corporations so that a larger proportion of such income would be 
attributed to the operations of the company in Costa Rica and 
other Central American countries in which it is engaged in business. 
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As you know, President Echandi discussed this matter with us 
here in the Treasury on the occasion of his pre-inaugural visit 
to the United States. At that time we indicated that sympathetic 
consideration would be given to his request. In the intervening 
period, a thorough canvass was made of the law and the regulations 
governing the allocation of income where goods are produced in one 
country and sold in another. Despite our anxiety to reach a result 
which, as you indicated, would be in the national interest, this 
analysis led to the conclusion that there is no authority for 
modifying the present allocation of income. 


Conceivably, the regulations could be changed so that other 
factors, in addition to the location of assets and the place where 
sales occur, would be taken into account in making income allocations 
and thus a larger proportion of the profits of the United Fruit 
Company would be attributed to Costa ica. However, this is a 
time-consuming procedure, and could not be achieved within the 
mecessary time limits. Moreover, this approaci. is com), ‘cated by 
the fact that the present regulations apply not only where goods 
@re produced abroad and sold in the United States, but also in tue 
converse situation, where goods are produced in the United States 
and sold abroad. A modification in the present regulations which 
would operate to advantage so far as United Fruit's activities in 
Costa Rica are concerned might, by the same token, Operate to the 
disadvantage of American firms selling American-made products in 
other countries. 


In the light of all the factors involved, it is our conclusion 
that the most feasible approach to a solution of the problem with 
respect to Costa Rica, as well as other Letin American countries, 
would be to enter into bilateral income tax conventions in which, 
among other provisions, there would be an agreed-upon distribution 
of profits between the other signatory coustries and the United 
States. Such @ convention would have the advantage of producing 
@ definitive solution to the problem and would presumably establish 
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Other desirable conditions with respect to i/iternational trade and 
investment between the signatary countries and the United States. 


Accordingly, it is suggested that this approach be suggested in. ~*~ C7 > 


_course of the forthcoming discussions between Costa Rice and --~ 
the United States on the occasion of Mr. Milton Eisenhower's 8 trip 
= y there. . - 


If we can be of any further assistance in this matter, please 
let me know. 
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ARA Special Assistant's Files, Lot 60 D 513, "Eisenhower, Milton; 


Costa Rica, 1958" x 

IVA G* 

Summary of Discussions in Costa Rica during pe- Eisenhower's Visit, 
July 18-21, 1958.” 





Discussions in Coste Rica were held with tho :resident,) sembors of his 
Cabinet, representatives of other political groups, and Lr. also 
before the National + likewise senbers of Dr. Eiseuhower's 





the President's recent action in the biddle East. He menti.nod als. that Costa 
Rica was a free country in which the full exercise of all democratic freedoms 

was guaranteed to all citizens aud said “list he had arrangec for the Commnist 
leader Mora Valverde to speak over the radio, tlms avoiding tho Commuaist ate 

tempt to poss as martyrs who could not e: joy freedoms of expression. 


It was pointed oat by the costa Ricans that the economy of Costa lica is 
largely based on ite foreign trade. The principal item of oxport is coffes 
which 1 1957 produced i9% of tie foreign exchange. It was further exphasized 
that the econauic develozment and invrownenut in social weolyare in Costa Rica 
were clocaly bound to the price of coffee. In Costa Rica a very large psrcentage 
of the populetioa-are directly connected with the production of coffee wheres 
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out that the recent drop in the »cice of coffee had now begun to seriously 
affect the economic and social stability cf Coste Rica. Unemployment nad be sun 
to appear precisely at a time when the Coverment's revenue had dropped. The 
Governzent and people of Costa fica huped that the United States Government 
would do whit .t could to stabilize coffee nricos as a further drop wauid 
eeriousiy affect the iaviny starwars of tho masses and aight present a fru’ ie 
ful field for tas developsent of extremis: idoas witi conse sant danger to an 
Administration which firmly supvorte the development of private initiative. 


The PresiJent said that he had developed a plas, the implementation of 
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which would require the convers@ion of the internal debt to an external cett, 2. 
but that the possibility of doing this was directly related to reaching an a.” 
agroament witn the U.S. Treasury concerning the payzent of taxes by tie United “ 
Fruit Company. At the present tine 5U% of the taxes on UPCY profite were paid Pe 
to the United States and 50% to Costa Rica. If an agroement could be reached '* 


© 


whereby the Costa Rican share co.ld be increased this would be a very useful 
fora of assistance for them, They felt that .osta kica was cotitlei to a 


‘ greater ehare tian it was presently receiving. At tne preset time the revere 
from this source for Costa Rica amounts to eane 53 million. 


Costa Rica had an internal debt of 430 million. If they were able to obtain * 
this agreenest they intended to cevote the revewue from the banana tax to the foe 
servicing of a loan from foreign scurces, governmont or private. 27,000 coffee JS 

‘ 


Rica were able to obtain this $30 million loan they were prepared to assigy’ the 


‘take projects giving wrk to these unemployed. If Greta & 
reverme from the UFCO tax to service thie debt and furthermore the National anal 
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\/ President Milton S. Eisenhower of Johns Hopkins University 
made a three-week factfinding trip, July 12-August 1, 1959, as 
Personal Representative of the President, to Panama, Honduras, Costa 
Rica, Nicaragua, El Salvador, and Guatemala. He was accompanied 
by Roy R, Rubot ton! issistant Secretary of State for Inter-Amerkan 
Affairs; Tom B. Coughran, Assistant Secretary of the Treasury; 
Dempster McIntosh, Manager, Development Loan Fund; and Samuel 
C, Waugh, President, Export-Import Bank, A report on his visit 
to Costa Rica is in despatch 35 from San Jose, July 28, 1958. 

(120, 1520/7-2858) Zor fur the, teurncn la le, Gy th, CAM ope, 


> 
\/ A memorandum of Eisenhower's conversation with Echandi, 


July 18, 1958, is in Rubottom Files, Lot 60 D 533, "Dr. Eisenhower's 


Central American Trip." 





























was prepared to guarantes it. The Costa Ricans felt that if tiis pro 

ain be ceaeh ext ts ound eal © Wenz crest contribution to diversify 
their production and placing the naticna: economy on o sore solid basis. 
Furthermore, this would make available tie amounts wiich the Goverment now 

~ . devotes to servicing the mational debt for a broad progres of road construction 
which they are working on at the present tims with the world Bank, If the loan 
were secured the Goverment would then feed this asount into the National Pank 
systea to be loaned out to small rural credit cgmcies for direct loans to the e 
suall planter ani farmer. 20% of the loan would be used for diversifying agri- 
culture, developing cattle breedin; and ‘uprovement of the brvods; 20% would go 
to stabilise the coffee industry and the renaining 10% would be devoted to 
housing. The President wointed out that not one cent of this monay would be 
taken by the Goverment for axy public works. For the first tine in Costa Rica's 
history the total amount of the loan would be turned cver to the Development 
Bank for strengthening tho economy and developing private initiative. Tho recent 
@lection had been fought largoly on an issue of private initiative against 
*stateis.." 
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the American ,»eople,. tq Ae ad oy th dy AP 
Rica. Reception of lr. @ party “as ever wivre f'or“ly enc warn and 


il classes, The scatter of a.lcoyved United ftates a co ort for 


a 
t brought up by, amyons on the Covermmental sive, a) it 
4 was brought up forcefully by opposition leader Jose Piguereeséating » breakfast Uf / 
en a aed Le. Eisenhower. Both former Presidente Figueres 
C2 Calpron Ouardia»expressed the friendliest feelings fur the United States, ge 
the latter expressing his desire tv help President Echandi in the moasure in * 
which he were allowed to do 80, Figueres stated his belief that the United : 





. r. 
States had in ecme measure given the inoressicn of favoring dictators!ipe and fe 
=< Calderon Quardia expressed his feeling that the Unived States hai per.aps been . 
= @ Aittletbarsh wit. Trujillo and Somoza rho were after all stauch supporters of x. 
~2 the United States. on 
or 
Ez Costa Rico s of a.) walks of .lfe expressed oupport icr tie Idea of clover S 
7 econouwic intagraticn of Central ‘merica an‘ moves tuwards a con of rarcet for ~ 
a = the countries of that arva, . 
- , : : 
| The projects presonted by the Costa Ricans were as follouss * 
Oo Ww ‘ 
_ S imcrease in Canital for ura} Fura Credit Aponcies of tie Nutivoal Punk cr Costa . 
ue | Rica: — z= 
o8 
" Oe The Costa Rican Government had requested a loan of § aillion frou the 

<z Development Loan }und for the purpose of increasing the capital of these rural 
= credit agenci»s so that they could make low iuterest loans over reas.acble perlods 
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a/ , 
Dr. Adolfo Jimenez de la Guardia died July 19, 195°. 


a/ " 
—_ ‘ = . 
Jose Figueres Ferrer, President of the Founding Jute of the 


Second Republic, May @, 19u8-"ovenber 6, 1949; Presicent of Costa 


Rics, “ovember fF, 1953-May *, 19568. 
cr 


2 / 


——— ” 
Rafael Angel Calderon Guardia, President of Casta Rica, May ©, 19% 
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of timo to small farmers wc are porhay): to orincipel suport of Ye econ ic 

and sccial stability of ths country. Th: United ‘tutes Exnboosy was currying 

out a study on this. The Costa Kicans hyped for favorable action on tie part 
the United States on this application which wuld favor a broad sector of 


. of 
\ > ) the popalation of Costa Rica and at the sane tine fulfill the aizs which in- 





The Costa Pican Gcvernment intends to finis! *he Inter-American Highnay 
before the eu of the present Administrition, This would include tho stretch 
Cartago. They feel that tics stretch: is vital as it 


Bi 
f 


would no the ecunonic development of the country but would also in 
sora. measure palliate the growing unemployment proolem due to the drop in coffee 
prices. - 

‘s Hoopitals 


Through ICA the Costa Rican Goverment obtained a $2 million loan to take 
care of the cajor part of the cost of c.nstructics of the Children's Hospital. 
Additional funds have been obtained witinn Costa Rica tirouch cifts from prie 
vale inéfivi.als ond otixer saurces but the; are @>.perionedr. > difficulty i 
obtaining the firal azrgunt to com Lote tre rork. If the loan could be ine 
creesed by sone $950,000 the; could be sure of ooncluding tho hospival and of 


being able to carry on ite work. 


Sanitary Inprovemat of the Netropolitan Areas 


22% of the population of Costa Rica reside in the netropoliten area of 
San Jose. The city is growing with extraordinary speed, giving rise to the 
seriou problen of supplying drinking water and edequate sewerare. They b ive 
Gramm up a plan to repair the old «ster systen, undertake new construction and 
install water meters aod believe that this plan would satisfy all foresesable 
needs for 20 years, Plans are already dram up and work could be undertaken 
if they could obtain the approximately $3 miliion necessary t. widertake this 
pro ject. 


Sewerazot 


An effective sewerage s,eton is plamed an ' tar silcw construction. 
If further financing could be obtained t is work could be cirriod cat qulerly 
and efiectively. The cooperative Inter=-i.corican Public health Service had 
rendered valuable cooyeration in this work. 


Eater Supply: 


Valuable cooperation has been received from the Point Four program in 
stocy'se to supply of drinking water to the whole metropolitan area but ites 
resvuccet «> .nacequale for the elise of the poewnen 4» and the Government would 
te vory desirvuer of obtalaling @ loan whch would enables thes tw go forvard 
swiftiy with this project. 
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German Taxes on Coffee: 
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obtaining of (1) an agreement with the U. ited States Treasury regarding a core 
favorable arrangmont for Costa Rica in the collection of taxes from United 


hp 


Fruit pans (2) the ebteining of a $30 million loan to cunvert the in- 
ternal an external de The Costa Ricans have requested this loan 
as well as ~NX, , f yt OY yy FS SS 


fied amount for road building, an additional million dollars for the Children's 
Hospital, $3 million for water supply of Sa Jose, and an wispecified ancunt 
for sewerage and further development of the water supply. 


Despite the fact that considerable thought had been given to this plan, 
appears that the following would seam to be needed for effective planning: 

an inventory of the nation's assets in both human and natural resources; 

& study to determine the feasibility of ltural diversification and 
perhaps the establishment of new industries; (3) a study of the domestic and 
foreign markets, including reveme from tourieng (4) « reexamination of govern . 
ment crgevisatior, iinancing, taxes ani trede policies, with the purpose of 
seeing whether they could not be more effevtive in developing the economy of 
the country and supporting and regulating private investment. 


The contacts of the Fact-Finding Mission were uniformly friendly with 
SR, Sp SES GEENS Conte, Been, OS Sak Dele eee aay Fare Pee Sea 
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msinterpretation of U.S. motives, no gookins of hostility toward the 
United States was at any time apparent. The President and his Cabinet ar 
evidence of their whole-hearted for the United States on the > 
tional scene and un‘erstanding of problems of the United States. President e 
— 


Eohandi stated specifically that there was too much of a tendency in Latin 
American countries to believe that the United States could solve all of their 
econoric problenms for then. 
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Chias 
Despatch from the ban sad in Costa Rica (Godfrey) to 


the Department of State 






Official Use Only San Jose, July 30, 1958. 


No. 42, 
suBJeCcT: Analysis of United States and Other Assistance rrograms in Ti 


Costa Rica 
In conformity with the Department's Circular Telegram of May <) & Be 


1958,)\there is provided the following overall analysis of United 
States objectives and the role of various United States and non- 


United States programs in Costa Rica for fiscal year 1900. Sin 

Ambassador Willauer was suddenly called to Washington see Wee in- Arle 
possible for hi: to review this despecch. iiowever, the substance 

of the message was reviewed with him and the points included in y, 


the 'special objectives" section were dictated by hii. 


, == 
pussexy E 


United States assistance in Costs ica under the Mutual Security ( 
Program, in both its military and civilian phases, is primarily 
directed toward technical assistance, Yhere is no gra ant aid programe. 
There is at present only one loan project, which was provided under 
the "Smathers Amendment" appropriation. Most of th: technical 
assistance is given under the auspice. oi tne International Voopera- 
tion Administration and is civilian in nature, whici: is entirely in oa 
keeping with both our own objectives in Costa uica as well as coin- 
Ciding with Costa Rica's own traditior:l boast of being a country 

ad 
, 








=.) "with more school teachers than soldiers". 
lu * 
=" ‘yr fr, y*ee ‘igs “ 
<= Our civilian and military assistunce pro vrans are especially te 
=“ directed toward the U.&. obdjectives oi (1) encouraging the growth “s 
>S of a healthy progressive economy basei on the free e..terorise syste 
SK? and (2) contr: buting to the maintenance of internal security and ~ 
= Zi stability. fThe achievement of these odjeccvives will, we be.ieve, 
=w best serve to assure a close friendsiiip and cooperation between 
= our two countries in weeting and resolving tne econouiec and political %. 
 @ul problems facing the United States in this: Hewisphere and in the rest oy. 
« - ' of the world. pete tap BOT ERRTS 
© ps raid Ia, 377 - 
a= 5 aan Objectives in Costa Rica Ms feapnggi-a~w age 
— <r ‘ 
= ‘ Ambassador Willauer wishes to empnasize the following spetial = 
3 | aspects of our objectives in Costa Kica, waich while of special =» "> poems ae. 5 é 
3 & -— 
uUu-e—_—_—, 
lad la 
aoc — 
>= © 
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V Cirtel. 1043 to San Jose and certain other U.S, diplomatic 
missions called for an analysis by the Chief of Mission of the 
foreign assistance programs in the host country for fiscal year 1960, 
(120, 171/5-558) 

\V Willauer left San Jose, July 28, 1958, for consultations with 


Treasury officials in Washington on reallocation of UFCO's taxes, He 


returned to San Jose on August 15, 
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2. re | 
} significance in an evaluation of our iiSsa program in this country, | 
| fall well within the general U.S. policy objectives. 


le ita Rica: A "Pilot" Operation. Because of its demon- 
strated adherence to democratic principles and practices and be- 
cause of the relatively high educational and cultural standards of 
its people, Costa Rica enjoys a prestige in Latin America out of 
all proportion to its diminutive size. ‘Jhat happens in Costa Rica 
has a special exemplary significance to other Latin American peoples 
who are striving toward a more democratic social and political system. 


Therefore, Costa Rica offers an excellent opportunity as the 
stage of a "pilot operation" which could well serve as the example 
and inspiration for a much broader scale application elsewhere in 
Latin America. Furthermore, its small size makes it possible for 
experimental and demonstration work to be done in Costa Rica at 
much less cost than in larger countries. 


Thus, our objective in Costa ica goes much beyond the actual 
contribution we may make just to Costa Rica. fhe implications of . 
our successes - or our failures - on this small stage will be immedi- 
ately observed by a much larger audience in this liemisphere who have 
their eyes trained on this little country. It should be our purpose to 
make the most of this special opportunity to demonstrate our willing- 
ness and our ability to help Latin America evolve toward a sound 
economic system based on democratic principles. 


2. se Prive ynberp e Yersus Socialis 





After the five years of the Figueres Administration (1953-53), with 
its ever increasing inclination toward socialism, there was inaugur- 
ated in liay of this year the administration of Mario Echandi, who 
had campaigned on @ program to reinstate private enterprise as the 
primary motivating force in the econouy of the country. Since a 
primary U.S. objective is to prove that taith and reliance on the 
free enterprise system is justified, it foliows that a major uU.S. 
Objective in Costa xXica is to help wchandi fulfill his campaign 
pledge. 


ES” 
Va Peis. Be 


ICATION IN 


RELATIONS OF THE UNITED STAT 


Last week President Jchandi stated his position to ambassador 
Willauer along the following lines: "ince I have championed the 
Cause oi private enterprise, the overail success of my Administra- 
tion in improving economic conditions in Costa ica will either aid 
or hurt the concept of private enterprise throuchout this iiemisphere. 
Quite apart from any deiinite accomplishment 1 may achieve in ny 
own country in iwproving economic conditions will be the repercussion 
my success will have elsewhere in Latin america. lly success or my 
failure will be noticed and will help tip the scales one way or | 


ee eee 


the other. Specific projects may or may not succeed, but the 
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& general result of my Administration must be favorable. 

not successful, the fact that a man campaigned for private enter- 
prise and failed will be used as an argument throughout Latin 
America for more spcialisn." 





The basic need for positive results and their urgency was 
ae genre in an intimate meeting held a few days ago to discuss 
he possibility of ° , a Central American Investment Conference 
4, in San José in February 299? sper th President schandi, Ambassador 
Willauer, and some prominent Costa Rican and American businessmen 
present. It was frankly stated that the investment climate still 
prevailing in Costa Rica is hardly propitious for holding such a 
conference with pcsitive results, at least so far as Costa Rica 
is concerned, and the outcome of such a mecting would hinge on 
the change in the general. econowic climate which could be achieved 
in the meantine. 


President LEchandi faces cerious immediate obstacles in accom- 
plishing his frequently reiterate< objective of strengthening pri- 
vate enterprise. He is essentially a minority president having 

been elected with less than a plurality of the votes. The Legis- 
lature is controlled by the only well-organized political party 
which is devoted to the semi-socialistic policies of former Presi- 
Gent rigueres.. schandi must depend for anything resewbling a 
significant bioc in Convress "non the votes of Venuties led by 
forwer Presideut Culueréa Guasdia, w.o initiated social reform 

in Costa iica,. A mwaber of the invortant aspvocts of Costa ican 
economic life are in the hands of autonomous institutions created 

by Figueres and manned by, at least ior some time, oilicers shar- 
ing the rigueres economic philosophy. Perhaps most important, the 
danger of 4 drop in tiie price of cofiee presents the possibility 

of severe economic and psychological consecuences. As an outspoken 
and so iar fearless spokesman ior private enterprise, uchandi needs 
carefully planned assistance in overcoming these obstacles and lead- 
ing Costa Rica towurd a system of freer enterprise. 


| 3. Planning: The Uonzger hance jieed. While there is urgent need 
ei at the moment for special help to reverse the trend toward socialism, 
Ja major need for the long run is an economic plan ior the country. 
Only such a plan will assure orderly prosress toward a strong free 
enterprise economy as well as assure tliat U.S. assistance will make 
the most effective contribution toward that oojective. Some rather 
haphazard planning exists within certain individual Ministries of 
the Government, but tiiere is no centralized planning and only a 
mintmum of coordination at the Council of Government (Cabinet) level. 
The need of such overall centralized planning was pinpointed by the 
recent kisenhower study group as probably the most basic need of 
Costa Rica. 
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\/ No record of the proposed conference was found in Department 


of State files. 
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‘aa Therefore, Ambassador \jillauer oclieves that a primary ob- 
| .jective of our technical assistance prosram in Costa liica should 
be to arrange within the near future for an economic advisory team 
to study the economic needs and possisilities of Costa Rica and | : 


a 3 ad 


to formulate an overall economic plan for the country. This could 
‘be done by a private organization, even preferably so, at a cost 
of not less than $100,000 and perhaps twice that amount. The 
recommendations resulting from such planning would be an important 
factor in determining our future technical assistance program, 
Specific projects of technical assistance might be undertaken on 
a contract basis. To the extent any such contracted projects 
might duplicate the present USOM program, the latter would ob- 
viously be reaguced to avoid any overlapping. = 


The program as now planned would continue until a plan was 
finally devised, and it is quite likely that a majority of the 
current projects would be included, since they are designed to 
help resolve what are undoubtedly basic problems of the country. 
The difference would be the assurance that our technical assis- 
tance contribution.was being used to the best advantage by Costa 
Rica itself in achieving its planned goal. 


* 
Qperational Aspects of U, & Vecihnical. selatuute, \4 
a. Balance Between Programs, Both U. S. and Gther, The 7 


overall "program" of United States assistance and other activity 
in Costa Hica, in addition to the work of the Embassy itself, is 
composed of the following essential elements: 


(1) the Mutual Security Program devoted to technical assistance 
in agriculture, health, education, housing, public aduinistrition, 
the complementary training program in these and certain other fields, —_— 
a loan of 2 million dollars for the construction of the Children's | 
HOspital; (2) uximbank loans in the amount of approximately »21,000,000; 

(3) the international zxchange of Persons program involving a limited 
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wimumnber of leader grants, exchange of teachers, and training activitics; ax: 
4) the Military Mission, which comprises a program of training and Se. 
zt; Bssistance to the public forces of Costa Kica; (5) the Inter-American R- 
= [Geodetic Survey, carrying out aerial and other surveys required for om 
Zin extensive mapping project; (6) the sizable grants made ‘available abenes 
(->@or the construction of uncompleted portions o. the Inter-american 
S~> Highway through Costa Kicu, adiainistered for the United States by _° 
—S%%the Bureau of Public oads; (7) the public information program of re 
| > SIs including principally press, radio and motion pictures. oe 
| gg? The problem of ensuring the maintenance of a proper balance Fe 
es mong the elements of these programs and among the programs them- ev 
o= elves is a continuous preoccupation of the Embassy. 4 systematic oer 
=< pproach to the exchange of information and consultation on new , = 
axe &/ Ihe following comments are made "> special veserenee to 4 
2s Paragraph 3 ear ty May 6, 1958. no found i ~ D ty © Soyre oy 
oe text, i. 807 4, (75%, aude oF pak ‘ F 
we 
"e of dtale (lag —— a 
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_- coe between the Embassy and ULOM, is provided 
| * in general meetings of agency heads with the Ambassador, and day 
to day consultation between officers oi the Embassy and those of 
other agencies. In addition, the detailed program submissions of 
USOM have been thoroughly reviewed by the Chief of the Economic 
Section of the Embassy with the appropriate officers of USOM. 


As a result of this continuous, and as required, special re- 
view, it is the Embassy's view that there are no special problems 
of imbalance between the various United States programs and acti- 
vities in the country. Since the activities of the Inter american 
Geodetic Survey (IAGS), an agency of the Department of the Army, 
are in the mapping field and therefore not primarily military, the 
only military program is that carried out by the Army Mission. An 
underdeveloped country, Costa Rica therefore receives the major 
portion of assistance from the United States in the economic rather 
than the military field. Given the general orientation of Costa 
Rica, as described above, this balance is believed to be in harmony 
with United States objectives. However, there are certain phases 
of assistance in ‘the military field to which additional attention 

mM mizht well be given. ‘These will be dealt with in a separate des- 
patch, 


Non-United States assistance activities in Costa Rica are 
carried out by several international rganizations including the 
United Nations fechnical Assistance soard, the ood and Agriculture 
Organization, UNESCO, World livalth Organization, UNICszr, the Inter- 
national Labor Organization, and the International uank of Recon- 
struction and Development, In addition CARs has a small program 
in the country, and there are small assistance efforts by certain 
European countries. 


Through the serious and careful study of USOH, considerable 
progress has been made during the year on the primary problem of 
determining just what activities are carried on by these various 
non-United States agencies and the extent to which they may be 
duplicating or overlapping United States programs, In general there 
do not appear to be any serious problems of imbalance between these 
and couiparable non-United States programs in the country. lowever, 
as set forth under "e" below, it is believed that there is sub- 
stantial room for improvement in the coordination attempted by the 
Costa Rican Government itseli in order that the most effective use 
of these international organization assistance programs can be made. 


b. aan to aa Assistance. A majority of U. S&S. 
| assistance is applied through the "Servicio" technique. These 
"Servicios," such as SYICA for agriculture and SCISP for heaith, 
are joir‘® US-Costa Rican administrative agencies, which make it 


possible to apply technical assistance on a daily operational 
basis. This close operational relationship ot U. S&S. technicians 
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[ with their Cosca Rican counterparts greatly facilitates achieving | 
‘the ultimate goal of full administrative and operational respon- 
sibility by the Costa Ricans themselves. It assures the most 
effect.ve use of our technical assistance as well as a much larger 
.degree of complementary participation in the project by the host 
government. 


c. Implementation of U. S.~ Policy. a careful review of the 
proposed U. & assistance program for rY1960 (especially of the 
ICa program, which comprises the majority of such assistance) has 
been made and it is the Embassy's opinion that all projects have 
@ direct relationship with U. S. policy objectives. whey are es- 
pecially directed toward promoting the growth of a dynamic, diver- 
sified economy based on the free enterprise system. They will 

- undoubtedly also assist in meeting the special policy objectives 
Outlined above. For example, during the Eisenhower study group 
visit the problem of expanding rural credit for diversification 
of agriculture was emphasized as beings of special importance and 
it is being given a high priority by the Echandi Administration. 
This problem had dlready been appreciated by the USOM/CR and, in 
fact, two days after th> uiseahower visit the head of the Rural 
Credit Board of Costu dics departed for the U. S. on & Special 
rural credit study tour that had been programmed long before the 
Eisenhower visit. 


d. Minimum to Mect U. S. Ovjectives. hile it is possible 


that some rearrangement of projects, and especially of priorities, 
might result irom such an overall economic plan as thut proposed 
elsewhere in this report, the current program on the basis of 
current evaluations does not exceed the minimum reouired to achieve 
U. S. objectives in Costa Rica. In fuct, such an economic plan 
might well result in recommendations in an expanded or accelerated 
program. Certainly in view of the necd to add such a project for 
an economic survey justifies the obscrvation that the current 
program is less than the minimum required to uchieve U. & objec- 
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Se e. Coordination Betweon Various issistance Programs. ‘There es 
Ez is undoudtedly a need ior more coordination of the various assis- ont 
S- tance prograns in Costa Rica, especialiy vy the Costa Rican Goy- >.> 
a=) ernment itself, It is precis-ly the sulution to this lack of 3 

” 
=,, | Planning and coordination which has been presented here as a bie: 

‘ 


special objective. fhe various Ministries and autonomous insti- 


‘ 4 
Ld. 
¢ ~ 


tutes are all busily engaged in formulating plans and competing fo 

among themselves for the limited facilities available for their # eit 

execution. wae 
pid 


There is no problem of coordination between the various 
U. S&S. programs, since the Ambassador has csiublished procedures | 






which assure a constant review of U. S&S. projects both in the 
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, Planning and execution stages. ‘Yhe Us0OM is Often efiective in 

| advising the various Government agencies against centering into 
projects which would cause duplication of eifort or be misdirected 
in an unproductive direction. ‘whe necd for more coordination is 
being constantly brought to the attention of Costa Rican officials 
by U. S. officials, but the machinery for such coordination, és- 
pecially in the planning stage, simply does not exist. 


A review has been made of all current projects veing con- . 
ducted by United Nations agencies and vther international organ- ia 
izations. ‘while some of the, such as the FAJ, are working on t 
projects that are closely related to some U. &. projects, there 

is no current duplication of specific projects. hile reservations or 
may be made as to their relative effectiveness, most of these *. 
non-U. S. projects may actually be considered as complementing our eat 
own Objectives. Embassy and USOM officials are developing a close . 
association with the UN technical assistance director .or this 
area in an effort to implement further coordination. 1 


there is a small but increasing amount of technical assis- 
tance being given vy other countries, especially rrance and Ger- , 
Many. Coordination, if any, of these efrorts lies solely within a 
the Costa Rican Government, but no serious problems of Overlapping 
have been noted to date. os 


Special Operational Suggestion 


4& limiting factor in granting larger scale assistance to 
Costa tice is the fact that unlike the situction existing in any 

yi ther x countries, Costa ica does not have any sunds 

Lv, available from v SO) sales nor is there any prospect of obtaining —" 
¥ such funds under the current rules. While funds may be available ~— 
to the country from international lending institutes for defraying 
the foreizn exchange recuirements of development projects, it is * 
not possivle to take advantage of these available lending resources 
because of the inability to finance out of current budgets the 
local currency cost of such development projects. Ambassador 
Willauer believes it is poor Hemisphere economics to bi.se economic 
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development on the acci ident of a special country's ability to ate ad 
create counterpart funds by the use of Public Law 400. More ¢ 
thought siould oe given to the possioiiity of creating a com.on ‘>. 
fund from the counterpart funds created in verious countries for a 

| use in development projects throughout the lo :isyherc. Until vw 

| such tine as funds for local use are avuiluble, Costu Rica would = | y 3: 
be greatly linited in pursuing any development prograuw which sight | * 
evolve srom the overall economic plan cited as a special U. &. »* 
Objective in this country. 2, 
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\Y Reference is to the Agricultural Trade Development and 
Assistance Act of 1954, approved July 10, 1954, which provided for 


disposal of agricultural surp 8, For text of the Act, see 68 
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Stgt. 454, 
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It is believed that the degree of consultation und review 
constantly being carried on among U. S&S. officials in Costa Rica 
gives ample assurance of an effective U. S&S. assistance program 
in Costa Rice, both in planning and in execution. The Embassy 
is firmly of the opinion that emphasis must be given toward in- 
plementation of what have been cited as special U. &. policy 
objectives in Costa Rica. It is quite likely that these will form 
the basis of subsequent recommendations for additional U. &. as- 


& 
sistance for Costa Rica. Aside from any such special program, in : 





the meantime, the current assistance program is undoubtedly con- 
tributing toward an eventual solution of some of the major economic 
and sOcial problems of the country. 
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Rubottom Files, Lot 60 D 553, "United Fruit Company, 1958" 






Memorandum of Conversation, by the Director of the Office of Central 





American and Panamanian Affairs (Stewart), 


Confidential Washington, September 30, 1958. 


sussect. Re-Allocation of Profits of United Fruit Company Subsidiaries for 
Taxation Purposes. 








Assistant Secretary Koy R. wubcttom, Jdr.; 
FROM kr. C. Allan Stewart, Lircctor of the Office of Central Anerican 
and Panazania:, affairs. 


COREE TO: —- AREA (2}) B= try Robineen REA - Mr. Turkely Treasury = ir. 
Cur /es hearicaeoey, Sen dont CMA — Mrs Wieland; SST oie tbvcrese. 
"I Ww; Ika (2) “ 
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By previous appointment, Messrs. Suith, Cordon and Lindsay met in i. Bubotten's 
office to discvss the allocation: of profite for purposes of taxation to the Costa 
Rican subsidiary of the United Fruit Coxpary. This prchlem arose as ti.» result of 
& request by President rario Schanci of Costa Sica fur a greater parti: nation by 

Cie. Banacre de Coste Rica, of 
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Editorial Note 








Representatives of Costa Rica and the United States exchanged 
notes at Washington, March 4 and October 17, 1958, extending the 
Agreement establishing a Military Mission in Costa Rica for four 
years from December 10, 1957. For the text of these notes, see 
ll UST (pt .2) 2227. The Agreement was amended by notes exchanged 
at San Jose, February 25 and May 13, 1959, to bring Costa Rican 
payment procedures into conformity with United States law, For 


the text of the amendment, see 12 UST 901. The pertinent legislation 


is printed in 72 Stst. 275. 
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Editorial Yote 





Airgram 3-21 to San José, October 17, 1958, stated that the 
International Cooperation Administration was prepared to initiate 
a technical cooperation Public Safety Prorram in Costa “ica, 
(7T1E.5/9-35?) The Department of State and the International 
Cooperation Administration arreed to the “mbassy's suggustion, 
set forth in despat-h 156 from San Joss, September 30, that it 
propose a study of internal security to the Costa Rican “overn- 
ment as a first step in starting such a procram. (716.5/9-3058) 
In a letter of ‘ovember 17 to Presicent Echandi, Ambassador Willaver 
proposed a Costa Rican-United States study of the situation con- 
fronting the Costa Rican Pu»lic forces. (Enclosure to despifen 266 
from San José, “ovenber 19, 195; 71°.5/11-195@) No record of a 
reply to Willauer's letter or of action on his proposal was found 


in Department of State files, 
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Editorial Note 


The International Bank for Reconstruction and Development 
authorized the following loans to Costa Rica during the years 
1958-1960: (1) $3.5 million to the Central Bank of Costa Rica on 
February 11, 1959, to relend for agricultural and light industrial 
development. (2) $2 million to the Central Bank of Costa Rica 
on May 4, 1960, to finance loans to industrial firms for importing 
capital goods. (International Bank for Reconstruction and Develop- 
ment, Fourteenth Annual Report, 1958-1959, page 30; and Fifteenth 


Annual Report, 1959-1960, page 32) 





The Export-Import Bank authorized a credit of $3 million to 
Costa Rica on April 15, 1960 for Inter-American Highway construction, 
but no funds were disbursed in 1960, For additional information, 
see Export-Import Bank of Washington, Report to the Congress for the 


Twelve Months Ending June 30, 1961, page 144, 
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818,112/5-1559 
Memorandum from the Assistant Secretary of State for Inter-American 
i 
Affairs (Rubottom) to the Acting Secretary of State / 


Confidential Washington, May 15, 1959. 


SUss"CT 3 COSTA RICA: itemAl Loca +yon of Profits for oe —— 
Taxation of United Fruit Company Subsidiary 


r 


I am deeply concerned over the status of the ‘'rcasury Department's 
action on United *ruit Company's request for a increase in the allocation 


of its profits for taxation to its subsidiary in “osta tica, In iarch of 
1958 President Uchandi, wiile in Yashin-ton, approached US ‘'reasury officials 
to inquire wiether < revision in the allocation of profits for taxation could . 





be made to tue Costa ican subsidiary of whe United “ruit Comany, Treasury SS _—— 
cyrpnetic consiceration vovld ve riven to his S 
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Fruit Corvany to make the request for a revision in the allocation. Since be 

then United fruit nas been tryine to ovtain a Lfavoravle cecision in its \h 
request to increase the allocctior. in order tuat ‘reasury micht consider _o 

a hivwher allocation of taxable profits to the Costa ican subsiciary, the S 
United Sta.es tax rerulations vere amended on January 3, 1959, provicing 

@ reans whereby whe oresent 50-50 allocation couid be increasec, retroaci.ve ) 

to January 1, 1955, wrovided a U.S. taxpaycr presented eviuence to sube , 
stantiate a chanre in the allocation. Imediatcl; following the revised | ie 
rem:lctions, United “ruit presented its case for a revision of tho profit \ 
split in favor of Costa Ricae a 


bem 

This oroblem .13s been ararving elonc for more than a vear and until . 
recently “reasury officials, without ocfiniiely comutting themselves, iad 

-iven the inoression such a chance could vrobably be ef"ected. I have Pin 

learnec itvormally that ‘Treasury tax experts now nave completed a review cs TS Latte 

tne cate vresenved nitved *ruit anc uave concluded tiat tae present , 

“0 split represents a fair, even rcnucrous, ailocation of the profits 30 & a 

7 —. 
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are still in the preliminary stare, i. avpears they will “orm tue basis of NY 
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a final ireasury decision denying any favorable reeailocation of inited 


~ 
Fruit profits. “* 
> ow FF 
»* ' 
° 4n presenting its case, it is uncerstood tuat the United Fruit. Comany 


contended that the ailocation should be increased from the present 50% to of, 
at loast 75%. An allocation of taxable orofits in a proportion of 75% to 
the United Fruit subsidiary, in Costa Wica and 2 to the United States is 


in keeping with the type of cilocation Costa Rican President Echandi expects. 
a) Echanci's reason for this belief is tnat he knows that Standard Fruit 
“ee | 








Drafted by Godfrey, Taylor, and Stewart. 
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Company has been paying on the basis of 77% for some years without U.S. 
objection. 


The following factors have an important bearing on the need for 
favorable action by ‘ireasury on this problem: 





(1) The fact that Treasury has established an enabling regulation PS 
vermitting a chance in allocation of taxable profits is considered by 
Costa Pica, and the other countries concerned, cs tantamount to granting 
the requested increase of the allocation. In this respect we are faced 
with the Latin American way of jumping to conclusions and at this juncture 
not to increase the allocation to the expected 75 percent will be con- 
sidered as an act of bad faith on our part. 





(2) In 1950, President Echandi, then serving as Costa Rican Minister 
in Washington, was successful in having the United Fruit Company obtain an 
increase in the allocation of profits from 35% to the present 50%. ‘The 
United Fruit Company was able to convince the Internal Revenue Service that 
on the basis of its foreign investments, an increase in the percentage of 
taxcble profit allocation to the Costa ican subsidiary would be more od 
equitable, Echandi believes the present allocation is still inequitable , 
as 99% of the United Fruit Company's Costa Rican investment, consisting 
of the land and all productive facilities, is actually in Costa Rica, He ' 
has expressed his intention of obtaining a greavcr tax return one way or 
another. Since he was successful in obtainine an increase in the al location ' 
in 1950, it is dif.icult for him to understand why this can't be readily 





sting out of Commnist allerations that the US is exnloitinr the Latin Aneri- 
can countries", To reverse the expectation will cause us trouble in the 
Caribbean at a most unfortunate time, We will certainly lose good will 
throughout the area and will be exploited by our enemies, 


= 
= 
= done again. 
=— , 
S (3) Any re-allocation of profits of United Fruit's Costa Rican sub- 
-.) sidiary will apply to the other banana producing subsidiaries in Guatemala, 

| md Honcuras, Panaria, Ecuador, the Dominican Republic and Colombia, This fact, 
a admitted by Treasury, has been emphasized by President ichandi in various ws 
ra public pronouncements predicting a favorable re-cllocation, This prospect e”’ 
c of increased revenues 12s been the subject of corment in these various aa 
s countries and has prompted an especially laudatory comment from President we 
— Ydigores of Guatemala, Ydizoras said in effect " this action takes the e 7 
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(4) ‘The tax reeallocation has been an objective of primary importance 

to Echandi since he first sugeested it during his visit to the United States, 
. Fe has interpreted our willingness to cooperate by revising the pertinent 

Treasury revulations as an assurance that a favorable re-allocation will be 
made even though he has chafed at the delay in reaching a final decision as 
to how much. In this certainty he has made several public statements, tho : 
latest beinz on iay 1, proclaiming his success in obtaining the re-allocation : 
and commenting on the significance the increased revenues will mean not only 
to Costa Rica but to the other six countries in which United Fruit has 
banana producing subsidiaries, Our failure now *o follow through with the 
re-allocation to which Echandi attaches so much amportance and which is of 
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relative insignificance for us from a loss of revenue standpoint will 
produce a situation of such embarrassment to Echandi that it cannot but 
fail to embitter his attitude toward us, 





BES 1 COPY AVAILABLE _ SIS 8. 
‘ 
(S) If Bchandi fails to secure additional revenue by means of a 


= 
re-allocation of United Fruit profits he will undoubtedly resort to other 
measures, such as special lerislation or pressures to renegotiate the +. % 
Company's contract. Should any of these measurcs result in additional 
revenues to Costa Rica then such advaitages would imnediately be sought 
by other producing countries, thus starting a chain of events which could 
not fail to affect our relations and those of a U.S. firm with seven 3 


countries. 





Tab A contains a copy of my letter to Treasury setting forth the 


Department's view of tie importance of reaching a favorable decision on _ 
~Z. tiiis tax problem, Attached thereto is a chronological summary of events ‘ 
V concernine the. -CASEs) : 

~“ It will be seen from ‘ab B that sr, Smith's attitude was onc of 


enconurazement and I hed hoped that a favorable decision mizht be made 

W/ by March of this yéarep ilowever, Mr. Smith resirned and his position was 
taken by Mr. tienry Wallich, who adopved a different attitude in the matter, 
On arch 6, 1959, iw. Stewart, Director of the Uffice of Central American 
and Panamanian Affairs, ret with hr. Wallich and his advisors and it was 
evident i bis net: croup was unconvinced of te merits of United Fruit's 
Sass tase Ta CHO ilowever, ir. Wallich indicated that the case mirht be 
/ settled by a 60-10 division of the profits. In view of the political factors 

enumerated above, i.r. Jallich was informed thet the Department thousht this 
would not be satisfactory to tae producing countries concerned, 





NIN 


Since that metins the “reasury representatives with whom the Departe 
ment has maintained contact have indicated that the study was prorressin,’ 
Slowly and it was not until ia. Samuel Barrett, Vice President aid Genercl 


NS OF THE UNITED STATES" | 
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S ! 
~ Counsel of Unitec Fruit Company, visited Under Jccretary Scribner a few - 
< weeks ago that the matter was pushed, a 
a . . Om. . 
_ In making its decision, Treasury les not called upon tie United 
= Pruit for any inforration other than taat made in the original vresentation “4 
o by the company's cttorncys. This may ve standard Treasury procedure but f 
rd it seems w me that in a case of such obvious inmortance the company shovld " 
be permitted to justify its case in additional conferences with the exverts mS 
we <4 


who have rade an adverse recommendation. 


“ccormmendations «.' 





That you discvss this matter with Secretary Anderson in an effort to 
induce Treasury to render a decision on this matter that will benefit By 
relations with the Latin American countries catheeees , a 
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7 the reference letter, dated March 16, 1959, is not printed. 


(818, 112/3-1659) 


$ / 
/ A copy of the summary of events is in OAP Files, Lot 61D 7, 


"United Fruit Company: Costa Rica, 1958," 


vs 
At Tab B was a copy of a memorandum from Stewart to Rubotton, 


June 19, 1958; see fn, 1, ante, p. 

Sus Tab C was a memorandum of conversation between Wallich 
and Stewart, March 6, 1959; 818.112/3-659., 

/ There is no indication on the source text of the Acting 


Secretary's action on this recommendation, nor any record that the 


discussion actually took place, but see the letter of June 5, infra. 
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Attac.wients: 


Jab A @ Letter to Dr, Vallicn of Treasury .~ iarch lL, 1959, . 
‘ab 3 @ j emoraniua tolr. dutovw: of June 19, 1950, 


sao © @ emorandum of Conversati.. of lorc.. 4, lyyFe 





CONCUPRPEBCESs as 


E« nN ‘iann E/CrD = Mr, Paveil(in substance) 
A : 


f ‘Ge ‘ 


—susoneren by rer CRowantere 25/14/59... 


Petree 


OC Ris or. 
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818.112/6-559 
letter from the Acting Secretary of State to the Secretary of the 
\\/ treasury (Anderson), 
Confidential Washington, June 5, 1959, 


bear Mr. Secretary: 


Ic is our understanding chat the Treasury is about 
to make a decision on the matcer of the proper alloca- 
tion for tax purposes of pro!its derived frim the pre- 
ductivn and sale of bananas, specifically in regard to 
ae Aa the United Fruit Company anc its Cesta ican cperations. 

Pai While it is recognized that the detersinati:.. of an 
f 





equitablé and sound solution <o this problem is clearly 
the responsibility of the Trvasury, the matter is cf 

such importance in cur relati.ns with Costa iica aud the a 
other banana-produciag countries that the Departwsenc of See 
State is very much concerned, = 


os you snow, President .«cuindi «© Coste ica dise- ). 
cussed this pecblem with the irveasury in Mach, Lsod and . 
was tcld that sympathetic ccusideracion would va giveu € 
his view that a fai: basis ics taxatlin required cuec tie . —_— 
preseat system of allocating profits sinuld be changed t. _— 
effectively pri vide that a la.vzer shace .f che overall ae 
income would be cece. gnizged as deriving freo che bara..a- ad 


5. 
producing countries. Subsequently, wv provide the basis > 
tc.x a change in allocation, tse Internal Revenue re,ula- .. 
tions were revised to perait consideration ot appr: pclace ie 
factors other than investment and sales in deteraloiag cy 


the proper source «f incume. 





_ 


| ‘Drafted by Thomas R, Favell, Economic Development Division, 
Office of International Financial and Development Affairs; and John 
M, Leddy, Special Assistant to the Under Secretary of State for 
Economic Affairs, 

Fred C. Scribner, Jr., Under Secretary of the Treasury, 

informed the Department of State, June 3, 1959, that the Internal : 
Revenue Service had decided that the 50-50 formula was adequate and 
just for Costa Rica, Scribner advised the Department of State to 
make representations for a more favorable division of the profits 


for Costa Rica without deal, if it intended to do so. (Memorandum 


from Rubottom to Dillon, June 4, 1959; 818.112/6-459) 





i 


374 
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President Echandi has understandably interpreted 
this action as indicating that a change favorable to Costa 
Rica and the other banana-producing countries would be 
made ia the system of allocating profits. Indeed, he has 
gone well beyond this to publicly and repeatedly assert 
that the present 50-50 division would be changed to an 
allocation formula of 75-25 in favor of the banana-produc- ee 
ing countries, or better. he 


We do not know whether President Echandi's claim for 
a 75-25 ratio is or is not soundly based. We do understand, 
however, that there are special circumstances relating to 
the trade. in bananas between Latin America and the United 
States, and that because of these circums: aces the Costa 
Rican case for an improved ratio is valid. Accordingly, sae 
we believe it reasonable, under the circumstances, for 
Costa Rica and the other banana-producing countries to 
expect a significant and favorable change in the present 
allocation formula. 


We understand that the present 50-50 f{« rmula is based 
exclusively cu investment and sales. However we believe 
| that, at the least, in any new allocativon formula the oy 
: factor of payroll should also be given weight because it 
reflects the ecunomic activity of the banana companies 
and because, we understand, there is ample domestic 


precedent. We do not believe chat an allocaticn based ‘". 
on sales and costs alone, without regard to the investment a 
and ite situs, would be equitable. Certainly the vory ng 
substantial investment of the banana companies in the pro- Pome 
Gucing countries constitutes a major inccme pruduciag 

factor. 
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Should it be determined in Treasury that a 75-25 
allocation formula is equitable and sound, it would represent 
ea substantial contribution to good relations with Costa 
Rica and the other banana-prcducing countries. If this is 
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not fully consistent with Treasury's judgment regarding a 
an equitable formula, then we would hope that a formula 

of at least 70-30 could be carefully considered. A 

decision to cuntinue the 50-50 allocaticn, under the 

circumstances referred to above, would be mst harmful 

to good relations with Costa Rica and the other banana- 

producing countries of Latin America and would not only — 
lead to higher tax rates in these countries, but would eC 
likely result in other harmful measures. ed 


It is, therefore, our hope that a new formula which 
is equitably and soundly based and which is favorable to 
the banana-producing ccuntries will be adopted. It is 
also our hope that this actiun can be taken promptly. 


Sincerely yours, 


pr 


/3/ DOUGLAS DILLON 


IN 


RELATIONS OF THE UNITED STATES” 


fcting Secretary 
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Presidential Correspondence, Lot 64 D 174 


a 
Letter from President Eisenhower to President Echandi, | 


Washington, October 27, 1959. 
Dear Mr. President: | 


I have received your letter of September twenty -eighth | 
expressing your desire for prompt action on the ques- 

tiea of the readjustment of the profits for taxation of \Z7 

the United Fruit Company subsidiary in Costa Rica. ,-- . V “oe <3 
Thies problem has been the object of painstaking con- 
sultation and etudy by the officials of this Government. 

Your letter has served to intensify even more our ef- 
forts to find a method of solution of the problem which 
would satisfy the matual interests of our two countries, | 

and you will be receiving further word through regular . 
diplomatic channels in the near future. aq 


I take this opportunity to express my cordial best wishes — 
for your personal health and happiness, together with , 

my wish for the continued peace and prosperity of the 

Costa Rican people. 


Sincerely, 


. Dwight D. Eisenhower . wn 





sve 


Willauer delivered the letter, Nov, 9, 1959. He persuaded 
444+Ad Ata “? oe 2 a 
Echandi to dvoid any publicity; and explained that part of the reason 
for the further delay of a final decision was the realization within 
the U.S, Government of possible ramifications of a tax windfall for 


the United Fruit Co. (Tel. 154 from San Jose, Nov. 9, 1959; 811,0518/ 


11-959) 


Copy in Presidential Correspondence, Lot 64 D 174, 











--} 


SS, 
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Telegram from the Secretary of State to the Embassy in Costa Rica / 
Official Use Only Niactc Washington, December 4, 1959--8:15 p.m. 


180. For Ambassador Willauer. 


811.05118/12-459 






Treasury decision United Fruit reallocation profits for tax 
provides 60-40 division favor Costa Rica, effective January 1, 1958, 





ee ee ee 


informiag Echandi this decision?) (1) strongly recommend he accept . 
decision made in an equitable and fair manner after careful considerath ; 


(2) stress increase in allocation obtained by strong efforts on part of 
State and UFCO; and (3) GOCR should deal directly with United Fruit hereafter 
on this matter. Also, remind Echandi this information being given him through 





Giplomatic channels in accordance Pres. Eisenhower's letter, 
Copy of Decision will be forwarded Embassy as soon as available; sent 


ee ee 


UFCO Boston yesterday. } 





. ‘€e4s) 
an 
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\\/ Drafted by Taylor and signed for—the-Secreses» by Stewart. 
\/Documentat ion on Willauer's informing Echandi of this 





decision was not found in Department of State files. el,208-to 
Guetemate City, Dec; 7, 1959; also sent—to_legueigaipe end-Panama _ 


City, and-repeated to San Jose; seid_"in your -diseretion-you may inform _ 


goverment to which you accredited this development!’ (811,05120/-- 
12=759)- 
JA copy of the letter to Baggett from Dana Latham, Commissioner 


of Internal Revenue, Dec, 3, is in OAP Files, Lot 64 D 66, "United 


Fruit Company: Costa Rica, 1959," 
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718.56/12-1159 

Memorandum from the Director of the Office of Central American and 
Panamanian Affairs (Stewart) to the Deputy Assistant Secretary 
of State for Inter-American Affairs (Mallory);——~ | VV 

Confidential | Washington, | December 11, 1959. 


Ambassador Willauer has relayed to tne Departwent an urgent request by 
President Echandi for United States assistance in the acquisition of 15 new 
radio-equipped jeeps, This equipment is urgently needed by Costa Rica, 
primarily to implement its capability of policing its border to prevent in- 
cursions into Nicaragua by revolutionary groups emanating from Costa Rica, 2 

In our telegram 179 of December 4, 1559,, we requested Ambassador 
Willever to urge the GOR to make every possible effort to prevent such 
revolutionary movements. In Ambassador willaver's reply he states that 
President Echandi has done everything possible and cannot do more without 
additional physical aid, which the Ambassador suggests the United States 
might provide, President Echamdi wishes to purchase the jee@s on credit 
but wishes to have immediate delivery by air because of the very urgent 
need, 


>_Jn my_opinion we should give consiceration to the possibility of eee 
Niding these jeeps and radios on a grant aid | basis, and I oier te big 
“ing reasons as ss 

















1. In the past ix months the Costa ican Guardia Civil has 
been engaged in intensive police actions, such as the Punta Llorona 
affair, the costs of which have far exceeded its appropriated funds, 
which are extremely limited even to cover normal operations. 


2. The Figueres dominated majority opposition in the Legisla- 
tive Assembly actively supports the Nicaraguan revolutionary move- 
ment and it would be expected to oppose the appropriation of 
additional funds to expend on controlling such revolutionary groups. 


3. Echandi, in the face of widespread sympathy and of active 
support of such revolutionary activity, has acted resolutely and 
effectively to the limit of the capabilities available to hin to : 
control these revolutionary groups, 


4. By making such equipment available the United States will 
be giving effective aid in promoting peace in the Caribbean area, 
and specifically, the maintenmice of paceful relations between ® 
Costa kica and Nicaragua, 


It has been determined that funds sufficient to cover the cost of this 
equipment are available in ICA Special Assistance funds which could possibly 
be used for this purpose, 








J; ‘ , 4 j*s ; " oun) ’ 
V Drafted by Godfrey . Seeuase instructed Codtcay_s to"get 


sonshinn on this," "@letatien-cn-cower-tunt}— 
J Not printed. (617,18/12-459) 
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Recommerniation: 





That we immediately request ICA to provide the necessary funds for 
the purchase of 15 radio-equipped jeeps to be furnished the Government of 
Costa Pica for the purpose of augmenting its capability of dealing with a 


f sitwation within its own borders which tnreatens to disturb the peace,of 
/ 


ae ) ‘kh 











=/ 


Fifteen radio-equipped feeps were given to the Go wernment of Costa 


in December 1959. 
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718.56/12-1259 


Telegram from the Ambassador in Costa Rica (Willauver) to the Depart- 


ment of State 


Confidential Priority San Jose, December 12, 1959--1 p.m. 
204, 
TRC 7 on 
ClA DEPARTMENT PASS SALG PANAMA, DA, FOR ACS! 
OSD a 4 
ave Re Department telegram 194, phone from Stewart. \/ 


OPR With excercion request signal detachment, Department apparently 
DC misunderstocd Exbassy tcelegrar 194,paragraphs 2 and 4 thinking 

I requestirg airlift and naval vessel whereas only asked for 
RMA information re availability aircraft and giving warning possible 


need naval vessel. As to justificacion request communications if 





detachwent and alert on other matters, President Echandi 

personally felt dangerous Communist inspired strike imminent. 

This morning for first time situation appeared easier with 

agreement fruit ccwpany arbitrate chirceenth month jand statement: 
Figueres press urging moderation by labor. However, view strike 
possibility depends rcw gure on Cctwunist tactics than intrinsic 

labor dispute. I still moderately apprehensive. Am dispatching 
further ccmments and reccmmendaticns re overall problem communi cat Lone 


needs these often recurring criti.al situations Costa Rica. : & 
WILLAUER . 
Note: Passed Deprrtrert wt Acmy for ACsl bémi2=59, JNA. Ne 


Passed SALG Parama 12-17-59. Jsw 
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V7 tn telegram 199, December 10, 1959, Willauver reported on an 


/ See footnote 2. 


imminent Communist-instigated strike against the United Fruit 

Company in the Golfito division. He asked for a signal detachment 

in civilian disguise with equipment to operate stations at Golfito, 
Palmar, and San José, and authority to move about the country as 
needed, and also for information on aVailable standby C-47 aircraft 

for airlift from Golfito and Palmar. He also suggested “naval ves- 
sel stand by for cruise to vicinity Golgo Dulce prepared to enter 
Golfito if situation warrants.” He asked “that fruit company not 

be contacted or informed at present time." (218,1122/12-1059) In 
telegram 194 to San José, Dec, 11, 1959, the Department of State 
requested additional justification before it could accede to Willauer's 
request for a signal detachment, and denied that the situation in 
Costa Rica warranted Willauver's recommendations regarding an evacuation, 
(617. 18/12-959) 

Y Reference is to the question whether the United Fruit Com- 
pany's subsidiary, Compania Bananera, should pay its employees a 
month's bonus in accordance with a Costa Rican law, The Costa Rican 
Government paid the difference between the Company's offer of one 
week's pay and one month's pay, $600,000, in the strike settlement 
of January 1960, with the explicit intention of recovering that 
money through the courts. (Despatch 343 from San Jose, January 19, 
1960; 818,062/1-1960) On October 26, 1960, the Court of Cassatian, 
a chamber of the Costa Rican Supreme Court, upheld the Company's 


position, (Despatch 241 from San Jose, October 28, 1960; 818,062/ 


10-2860) 
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Despatch from the Ambassador in Costa Rica (Willauer) to the Depart- 
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ment of State _-“ ; 
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San Jose, December 15, 1959, 
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CONSi StS "Ch aap 


This document 
lio, _! t copies, Series 


ted the Chief of 


The reference communication rec 
ement as possit 


forward to the Department as brief a 5s 


(4) “Country Objectives®; (B) “Coury Prow: wu Other Laplement 
ing Uperations“,aand (C) “Recommencociions" (OQoticrnal), within the 5+ 
framework the Regional Operaticas Pian for Latin Awerica dated W 
July i, 1959. Such statement was to be focused on objectives capas ; 
ble of be‘; oartiaily or whoily attained over the next ‘two or “Thy ce 
three yoacs, with appropriate reference to their relation to longe: ‘ 
term US objectives, Attention is cirectec to Recommendation No. hy a 
under “Keconmendations.”* + 

The stat ny set r lo” follows the outline of the i 
“ : } ration lan r Let: _” itl specific Citae- 
tions to r ere ¢ tne UW sien i July i, 1959. 
. ° : r 
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\ See to this despatch included Ambassador Willauer, 
Roy i. Kimmel, Counselor, Alexander A, Cohen, Second Secretary, 
James R, Johnston, Second Secretary, Lt. Col. Spencer P, Edwards, 
Jr., Army Attache, Doris T. Aragon, USIS Public Affairs Assistant, 
and Hunter x. Estep, Second Secretary. The Department of State 
approved country objectives ; “approved, subject to availability of 
eunde ,"Suntry programs; and noted, recommendations contained herein, 
smeecy A-11 to San José, July 29, 1960; 611.18/7-2960) 

(he UpIad cube awgran 
\/ oe rtonmadeted ‘to Embassies in Latin America the Regional 

Operations Plan for Latin America approved by the Operations Co- 


ordinating Board on July 1, 1959; for text, see ante, p. 


7 eo A . 
/secta. (A) "Country Objectives" and (B) “Country Programs and 


Other Implementing Operations" are not printed here. 
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ECO. BUDAT IONS > on 
JUTE: The recommendations which foliow were drofted persone as 
sliy wy we after my review of the »teceding sections which I aiso re 
participated in draiting, The recotanen Lon re then reviewed 
by the contributing members of the ECibaéssy staff, ho were invited ; 
to suggest revi: sions or aoditions, This resulted in sSeve.ai addie : 
tions, but otherwise no alterations re made in my original draft, a 
The Eiwvassy stail concurs in the opinicn that the folloving recome — 
mencations shoule be plsced before the Operations Voorcinating .. 
oard, ; 
a 


Recomaendst.on jlo, }j 





Overall] Recomme dation as to Whe (peration of the Gvb 











> a Ee 
Er Tepe agate ~ RASS ewe ons “3 ies ree eee 











. — ac eta 


* 36 oe . 4 
- 7 ‘ ,. . 

“2@ « s , - . 
° ». 
* ’ *,* . 
> *- ° al 
~ @ 

? 

* al 
. 
, 

~~ , * 





. BEST COPY AVAILABLE — ———— Y i. 


In a ners nal inag_Confidential letter to the Secreicry 
4 Cv MeL IS, TF Tab ART Stat: in sub«tance thai I re 
\ United States was tax in’its syste of i rlewenting solic: 
made a recommendation for new functions ot the Ws (see i 
ticular page 2, vet. A i, 2 and 3 of Teb A). 





I meus been making similar recommend3tions for more than jour 
years, ic: I gathered together in another memorsndum which was 
presented to the Cricis of i erence in “i Salvador ure 
ing .inril of this year, I “Policy and Performance” 
and is atiached as Tab B, 


Recommendation No, 2 





Political - Keference (15 c(1) - Enforcement anc Adontion 
of Laws to Control Comwwnist Activitics 














The entire problem of Comwaist penetration of Latin ‘America 
stems from a lack of Latin American av0reciation that cou wnisnm 
is “inperialist int: srvention” by iussia, In Latin...erica it is 
generailiy beiieved that the communists are just another >olitical 
varty,. Also, in a sense, the comwnists are, at times, at the 














very ieast nut up with because of the superficial but widely . 
accepted idea that the way to get help from us is to appear to 
: embrace communism, —_ 
ta 
=< step ‘co, 1, which I fcc] might in a year's tine cause a realie L 
zi zat eon of the degree of this com unist intctvintion in Lutin S 
— Ancrica, woulu oe the gonere] accoilon -f a ia sodelied on our __ AY 
Se old Foreian Agenatg Aocisication Act of This * recomrwendes on ‘47 
ez June 3 1950 {5ee Z Ww Ue . sr 
<5 ® _ 4 A —- 
oO -* 
3 = Other stens migh. be undertchken to encourace further partici-~ fx. 
ST nution in inteilig ence anc Cor nts reintcisigence training srogr ams et 
«? for armed .orces and nolice, suc trains: sate Lal is availeole SS a 
ey from Army sources, ana can be used to eiphasize the natece of She 7 
=2 Soviet threat to he dsnmieric security, . 
we +> 
oS \ecounendation lio, 3 
ae —— oe 
~Y e . 
<& G5 (7) 
Sa AS previously stated, cconcwuic pont be. eeu “ta tica s 
°& and the Soviet bioc are not ar yet very sicniiicant, Never thee o_* 
less, the threat or cConomic ven traiion y the c omaunis ts is 
always present an’ cannot be ignured, It is pullic knowlecge that 
the threat eisewhore in Latin .m ric ee .§ jikeiy to bo cone serie 
ous soon, I have suggested to the Secro lary that there be a ree 


exanination of my momorancum to hiu of Jawuary li, 1°58 (see Tab D) | 
in which I orop OSCU, in substance, that Ie cal} Russia's "Diu &* ae 





V) Not petaged, ? 
For tevt os this Aehy Culde Low sez, 7th Coug.,, 


\% ; approved June 8, 1938, nee 


a Stat. 63172 


oO ue Paton lridy was ¢ CL ; ) 
\ Met ter to Rubottom, not printed,  ~ “ 


7/ 
/ Not printed, 











-y Anvitina her to councte on a 50-90 basis straight across the 
board (aid, technical assistence ani trade), at the same time 
stating we «ili not stay in the gase at 21] in any country on a 
90-10; basis. 


— 
— 








A couple of months ago I talked personsily with the Secretary 
about my memorandum of January 12, 1958 anc he instructed me to 
discuss it further with Assistant Secretary i-ann, who in turn had 


calj conference of hinself, myself, and a representative F: 
p—“Tr. 1errili's)office (oresumsbly now Acibassador Ponlen'sfottice). YY 
I reiterated “at the time that sy meonor-ndum vas principdliy devised 


to be provocstive cf thought sad I requested a counter-mermorancum 
which 1 have never received, 


Necom endation No, 4 
(i8 e) Visa Policy styte: ded 


> The Intelligence Division of the Deca t nent, 
GUN «91s conc specisi task forces to the fi o weed out 

mpropUr aliegations of comaunism or other subversive activities 
currently ciuttering up “mbassy files, The Embassies themselves 
(at least the smaller ones) are not staffed aor do they have the 
facilities to carry out this work, Under the policy of nct keepe 
ing files for more titan fiv2 yeers such of the basic materials 
that led to tnese old silegetions are ac icayer in the Erosssy and 
mili we have is a note on sowe file card, 








J 
& 






. One of the most embarrassing situations in my experience as an 
mmbassador arose because of this problem. The wife of the first 
creely elected President of Honduras in all its history, Sefiora de 
ilieda Morales, wanted to make a trip to New Orleans to buy her 
Anauguration “trousseau” and sought visas for several of her ledy 
riends to aid her in this project, As I recall, at least one of 
hese ladies showed up with a commie mark on her ‘ile card, which - 
s quite natural since Villeda was a sworn enemy of Carfas, who 
ade it a practice for 20 years to aliege communism opennes most ' 
\/ 





of his political enemies, We ultimately were alie, with the help is? 
wf the Department, to get over this hump, but the delay ias oxtremely “‘S 
embarrassing and I can assure the CCL that this is a frequent kind otane 
‘of occurrence, on 
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. I understand that the basic whiloscphy of a free labor movee- 
ment is that management and labor in the United “tates anc through- 
out the Free World have accepted the principle that a heaithy iabor 


movement produces buying power and efficient operation of the freq) 
enterprise system, and that enlightened capitalism aids in the 
‘ 


= eF 


7% 





—_—__ 


VY novert P, Terrill, Special Assistant to the Under Secretary 


of State, 
VY coar ies E, Bohlen, Special Assistant to the Secretary of State. 
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well being of workers, True, we have our rows about the cetails 
of the operation of ti.is basic principle, but in the final anaiy- 
Sis the principle is accepted on both siues, 


So far as the policy of United States free enterprise abroad 
is concerned, it has been my observation that the acceptance of 
this priuciple has not generally percolated down to the level of 
the local managers, Nor has it become a tenet of labor leaders 
in Latin Am2rica who are representing the free labor movenent,. 
All too often in the iocal scene I find that the basic philosorhy 
on both sides remains that of Marx: “Labor must fight capital" 
and vice versa, 


My sugsestions are; 





(A) That the “head office*manag>ment of our American 
enterprises abroad be approached to see whether they belicve 
tiat labor and capital abroad in their varions enterprises 
Can and shoulc work together to theiz mutuai advantage, 


This is a delicate problem because conciticns vary 
from country to country, For instance, here in Costs 
Rica the laws and administration of labor affsirs are so 
relatively advanced that reprocentatives of capital feel 
ti.at concessions to iabor have reachec the point where it 
is economically impossible to mske more concessions. I 
do not necessarily agree with the employers here but this 
is how they think, Labor, on the otiher hanc, is so wel] 
treated in Costa Rica that there is only a slight incene 
tive for a free and democratic isbor movenent. The situe 
ation in Honduras or in Guatemala is completely differcnt. 
dithout attempting to suggest what tie policy of the free 
labor movement should be in every country, I wish to point 
out that it is not sufficient to “lunge” Latin American 
labor in one category and to adopt one policy for aii the 
countries involved, Like ali policies, it is highly 
important thot ae “pcelicy board” study and evaluate the , 
actuai conditions in every cuourttry before going into action, es 

rr 








(C) That in any cace, where it is agreed that ‘ihe 
policy of cooperation of labor ami management is correct, 
the loca] managers should be called home for consultation 4 

a 
we 
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and “given the word,” 


(C) That in those countrics where ORIT has active .. 
affiliated labor organizations, general labor policy cone 
cerning these countrics te discussed and outlined betveen 
a top representative of ORIT and the top (howe) nanagee : 
ment of US companies operating in these Countries with a 
view of attempting to secure the issuance of appropriate 
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instructions to the lots] mansegement of such compani>s 
conc. raing the basic labor nolicies of cach individual 
Company vis a vis ORIT as weil as loca] labor organiza- 
tions. In addition, occasional visits by top manage- 
ment to countries operating would be helpful, 


Recommendation tio, 6 





Objectives 








About four yeers ago, when I was Ambussador to ilonduras, I 
made a recommendation that Embassies should talk with US business 
executives about the concept of partnership relationships with 
local businessmen and I have followed that practice for a long 
time, I am glad to see that this concept has now become official 
policy, I am not sure that ail of the Ambassadors, nor indeed 
many of the economic officers, have had the perscnai business 
experience which I have liad in operating a partnership -»road so 
as to be convincing on this score. For possible use in amplify- 
ing the instructions to meet this difficulty I am appending a 

to the Hispanic American Society of Stanford 


~£opy of we 
Universit ab Ey and particularily recommend the entire text of 


the oe ic jonthly article by Presidential Assistant Clarence 
Randaii quoted from in the speech, 


Recommendation Ilo, 7 


Regional Plan 2] - Attitude towarcs US Personnel Overseas 








It has iong been my feeling that the US Government now sends 














. 
- 
' 


too any full-time employees abroad to do jobs *” “r-iid be cy 
better contracted tor through privete consultin win ~ @0ucae 
tional institutions, I feo, for instance, tha. too much of our ee 
technical sssistance program is being hancied by direct US Gove [5 pag 
ernment eiplo ees who, quite humanly, tenc to try to freeze thenme- rm 
selves in theiz jobs. ‘/hile in ilonduras and previously while in ~~. 
China as Foreign Economic Administrator for the rient during e 
Worle Jar II, I developed quite a lot of usefulness fro private tr. 
consulting firms instead o. direct government employees, If a, 
desired I could write a whole paper on this subject und il) do + 
$0 upon request, Parenthetically, I have been directly associated i: ° 
with the problems of foreion aid since April of 1940, _" 

a , ‘ .. 

I understand that the expression “cultural relations” means e- 
that peoples of various nations basically understand each other <= 
in the sense that they mutually know the history, the customs, ace 
the language and the aspirations of each other, 

TT 
f , 
7 5 2959;>-not-printed +7 
jtnwive i ‘Y wast * >< » 9 Je we AED Gm 
pte. ~ Al geintlta 
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In our Cuitursl relations program we send 2-t exhilitions, 
bsliets, orchestras, bas*ethsil teams, etc., to Latin Amcrica, 
and all of these accomplish great sood in the oljectives of sautua] 
understancing. 


Also we have a program of inter-chanoe of students through 
scholarships between Latin America and the United States and this 
also is a good thing. Hovever, the size of this student exchange 
prooram, which is the most important one that I can think of in 
the realm of Cultural relations, is totaliy inadequate tc accome 
plish the kind of understanding we are attempting. It particularly 
fails in the quantity and quality of students from the United 
States that study in Latin America, l'y recommendations ares: 


(A) At least 10,000 scholarships for Latin American 
students in the United States. At an averige rate of 
$4,000 each this would total 540 miliion,. 


(B) At least a thousan’ scholarships for North Ameri- 
cans to study or teach in Latin America, In this cuse I 
would allocate for cach stucent tie sum of $10,C00 (or 
any sum required to be competitive) for a total cost of 
910 million. I have suggested tiie higher allocation for 
North American stucents and teachers because I am certair 
that we ought to make it so attractive to them that they 
cannot refuse to go. 


I would hope that the experience of the first thoue 
sand students would prove so rewarding that the word 
would spread among the student bodies of the United States 
that Latin America is a place to seck out, 


(SC) Costa Rica stands at or near the top in mass 
education of its population, It also has one of the 
highest wesange for sympathy towards US policies and 

roblems in the hemisphere, I submit that there ic a 
‘ores element of cause anc effec<e in this ccincidence, 


I submit for evaluction as to cost and feasibility 
a3 Campaign aided by the US to stamp out illiteracy in 
the hemisphere in ten years, I think if this goal could 
even be approximated it would pay us greater cividerds 
than any other course of action in other fields whch we 
might be contemplating. 


(D) Perhaps the US Armed Forces could make greater 
use of the Latin Amcrican service schools. At prevent, 
to my knowledge, we are sencing oly one student per year 
to the Uruguayan Staff College, Several of the other 
countries have similar institutions, such as Chile and 
Argentina, The current reason given for not sending 
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xz officers to these schools is that they are not as advanced | 
as Leavenworth, Little consideration is given to the idea 
that these officers will gain a tremendous amount of know- 
ledge from a year's continuous and daily contact with — 
Latin Americans under academic conditions, = 





i 
> : am = with what we are doing to cate flim F 


. (A) However, I have long been dissatisfied that we are doing 
everything BF ak to help the US press report Latin Americ 


n c - I believe that the impact of the New York T ° 
aE. : and V are much more important than what 
put out ourselves, ough not usually attributed tous, 

I believe-that what we know in the Embassies about current 


events in the field should be made available to the editorial 
writers of at least the aforementioned influential publications, is 








Three or four years ago I suggested officially (recommendaticns 
to CCB from Honduras) that arrengement with the editors their 
reporters ought to check with the Embassies for our version of the 


I have discussed my suggestion with influential friends in 
the United States press, such as TD oresisent Roy E. Larsen. @ 
I think he believes that something like this might be arranged, 

I have, however, found that USIA director, Ambassador Allen, is 

skeptical, The problem seems to boil down to a feeling that orders 

to reporters in the field might be interpreted, or twisted into 

something against freedom of the press, Since my suggestion is 

only that reporters in the field include on their “beat” as news i, 
gatherers the information available to the Embassy, I find it hard - 
to accept this judoment. I am not suggesting that the United we 
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States Government attempt to influence how the reporters report ~< 
the news, I simply say that there exists in the United States canes 
Embassies part of “the news," 

However, if the criticism that the United States Government oe 
is somehow or other tyring to control the news cannot be overcome d-. 
by having publishers require their reporters to check with Embas- ~s 
sles. then I suggest a half-way house, Could we not persuade the a! 


editors tn the US to advise the Department of major up-coming 
étories (not what they are going to say, but simply t subject 
matter), At this point, on a priority basis, the Department could 
obtain the facts known in the Embassies and disseminate whatever 
material the Department thinks proper to the editorial writers, | 


oo wee 
ry 
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classic iliustrationin favor of my recommendation is 


the 1 general strike in Honduras just before the anti-communist 
| Honduran-based revolution against the Communist-dominated gov- 





ernment of Guatemala. T basing its story of the strike solely —. 
on field reports from left-wing reporter, Harvey Rosenhouse, 
never mentioned that the Guatemalan comunists supplied the lead- 
ers and $800,000 for that strike, The story, as it appeared, 
spoke-only of the iniquities of United Fruit Company labor poli- 

- cies <- and indeed in that instance some of these were not good, ; 

am sure the T, editors would have been interested in what I 

then knew abou e situation, Maybe they would not have pub- 
lished it, maybe the Department would not have released it to then, 
but it wes a pest of * news.” Also it was something generally 
known in the Honduran comounity, so I would not have been reveal- 
ing “secret” information, 


(B) The Cuban attack on the impart ality of the United States 
press, An American friend in Costa Rica close to the press points 
out that the responsible press (liberai and sensanvetivel in a 
dozen Latin American countries has been at least as strong in 
attacking events in Cuba as the Unitec States press has been, 

He suggests that all this material should be gathered and under 
appropriate auspices put out in “block-buster” form, 


Coverage of Latin American seminars: The fact that Herb 
Matthews)was able to get away with his defense of Castro in the 
top billing spot of the Stanford University October seminar 

pains me, 





—_ 
*~* o 
. 


j 


Because of then existing Department of State policy I had 
to remain silent at Stanford, and could not answer him officially, 


In this connection I make the following suggestions: 


sR? 


(1) That it should be arranged that persons (prefer- 












“DECLASSIFIED FOR PUBLICATION IN 
FOREIGN RELATIONS OF THE UNITED STATES” 





. ably known liberals) who know the score about communism ~* 
should refute that type of talk, te 
(2) That the agendas and subjects to be discussed at ae 
these influential meetings shoujd be carefully reviewed P 
= in advance by the Department — ‘ 
“ , *“- 
In any event, these influential meetings should not be 2° 
allowed to “go by default.” There are too many Latin Americans an 
who feel that what is said in these meetings somehow expresses é 
In this recommendation I am aot unmindful of the excellent — 
job that Dick Rubottom, Dr, Eisenhower and others do at these | 
duties 
Wy 
Herbert L. Matthews, editorial staff, New York Times. 
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after the meetings are finished. For instance whether or not we 
\f sree with Professor Tannenbaumjon Mexico and Cardonse {Ba made WY 
hesis. 
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mectings. Sut what we need is a “tusk torce” to cover these cone 
ferences, And the “task force” must also do a “follow-up” job 


a speech at Stanford which basically refuted tiatthews' 
The “follow-up” would in this case involve an attempt to get 
Tannenbaum to write a “critique” on the Matthews speech, 


(D) There are some indications that, either by design or by 
accident, the Roman Catholic Church in Latin Americe has had its 
attention civerted from communism into a program of resisting the 
inroads of Protestantism, Unfortunately, a propaganda link has 
been constructed between “Yanquismo,” Government representation 
and Protestant missionary efforts, which, carried to extremes, 
might produce a situztion in which the Roman Catholics were actu- 
ally playing the Communist game, 


I sugoest that the Roman Catholic authorities be provided 
with material -for conducting a sophisticated anti-comaunist pro- 
gram -- this to be done without the slightest hint of favoritism 
to any of the religious bodies. The Protectant miscionaries, 
which are becoming a more and more potent force in Latin America, 
could also use some of this kind of aid -- and I might point out 
that such a program would reach richt into the very classes of 
society to which the communists make their strongest appeals, 





Tne important point in this ciscussion is that of preventing 
a Clash between the celigious bodies, and keeping them focused 
on a sworn enemy of religion <= one that is dramatically opposed 


to Christianity in all forus, S- 
e n 24 = Inforyation on UN and OAS Accomplishe or 

ora “ta 

Except for those mombers of Embassy steffs who have done duty % 


with the UN or the OAS I feel that there is a considerable basic Satine 
ignorance and appreciation of just how these organizations work 
and the good which they accomplish, "Fveryone knows about this in 

general terms but I feel a few simple expedients would great) . 
increase the efficiency of the presentation by dipio.sts in the ° 
field of the merits of these organizations. cecifically, I recon- os 
mend: ." 


(1) That a definite projram of visits by Ambassadors 
and other important Embassy personnel, while home on 
leave or Consultation, to the working sessions of these 
organizations, be arranced and budgeted for in terms of 
time and money, (Note: I was shocked to hear from 


haben CRA 








\” Prank Tannenbaum, Professor of History, Columbia U, 


4 y 
Gen, Lazaro Cardenas, President of Mexico, Dec, 1, 1934- 


Nov, 30, 1940, 
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SBas:ador Lodge} in 1954 when I paid a cal) on him in 
lew York, that {was just about the first American A-wés- 
sador who had done so, ) 





(2) In the field we sorely need more concise and 
readily usable information as to the functions and day- 
to-day operations of the two organizations, Particularly 
in the case of the OAS I have long been asking for a 
handbook with detailed aprendices as to the operations 
of that organization, Every time a crisis comes up in 
the field we have to research through scattered pamphlets 
and even then we do not have a proper book which shows us 
the precedents and other necessary material. Besides 
talking sbout this with my friends in the Department, I 
specifically made the eyquens see for such a book to Ambas- 
~  sador Dreier at the April meeting of Chiefs of Mission in 
\/7 * #1 Salvador.» About a month ago I made a similar recommen- 
\ cation to Carl Migdail of the Pan American Union, who 
V seemed exceedingly interested in the idea, 








(3) In addition to orienting State Department person- 
nel, service Attachés and military mission members should also 
be checked out on the functions and operations of the OAS 
and UN, I am told that our Jar Colleges and the Strategic 
Inteliigence School heve overlooked this particular aspect 
of training. 





nda t i Q 





Economic; B-2 -- Inter-American Higliway 


I have for several years now veen recommending the creation 
of an Inter-American Highway authority to make possible scund maine 
tenance and transportation practices on the Inter-Americon !lighvay 
when it is completed, This objective has been adopted by AXA and 

&—much successfu work has beon done, For reference of the OCB I 


attach Tab 2) 


I have informally suggested to ANA ways and means to keep up 
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the present impetus behind this idea, . 
Commondation N 2 i 
tilitary - General Recommendation ee 
I submit for further study and consideration @ memos«ncum 
entitled "The Place of the wid itaz y in Latin American Affairs with 
fi s on the Movement towards ‘Dual Purpose" Military Units fz 
NY (Tab H).) The OCB may not be aware of the fact that I was one of pS 
the first to take up the cudgels for the dual-purpose military a 
hed 
jy Henry Cabot Lodge, Jr., Representative of the United States 
to the United Nations. 
Is 
. For documentation on the Meeting of U.S, Chiefs of Mission 
Tiw aribhea,) tata, 1? 
in, San salvador, Apeil 9-11, 1959, see pp. , | 
f iD = 1. 
, 4 » \ 
vo." Proposal for an Inter-American Highway Authority," by 
Ambassador Willaver, not printed, 
,7 Nis 
V Undated memorandum by Ambassador Willauer, not printed, 
A 
; — 


7 7- 
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unit concept while I was in Hondur«+, It may be useful] ot this 

tine to review some of my thinking on the olace of the military 

anc of the reasoning behind dualepurpose military units as 

expressed in the attached Tab H, To the extent that the Board = 
finds my ideas, or better ideas if they exist, valid, I think ‘ 
they should be widely disseminated in the field. ie 





I hope that some way of providing military assistance to 
“dual-purpose” military organizations can be developed that takes 
advantage of the resources offered by both the Defense Department 
and ICA without provoking a bureaucratic struggle at home over 

"empire building” rights, 


I should like to renew a previous suggestion to OCB that we 
get behind and support sesienel military schools in the hemisphere, 
So long as the military play the creat part they now do in Latin 
American politics, ‘here wil) be Crying need to “get the offi- 
cers young and teaci them richt,” 


Pe 
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Airgram From the Embassy in Costa Rica to the Department of 
State, July 1, 1960 (1 page of source text), not 


Geclassified. (Department of State, Central Files) 








BEST COPY AVAILABLE (1P -93 701 
611.18/7-1160 


Despatch from the Ambassador in Costa Rica (Willauer) to the Department 
of State 
Secret San Jose, July 11, 1960. 


No. 14, 
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\reiationships with Costa Rica, I stated; 


> "We are going to need Coste Rica one dayand I do 


= American problems, such a@ result would be little short 


susscmeview of Our Reletions with Costa Rica with Special <7 
Reference to Echandi Governmernt's Attitude and Probable 


-——— Public Position re Cuba in the Current Issues of a Cone - 
solidated Break of Relations by Central America with | 


Cuba and the Forthcoming Meeting of Yoreign Ministers 


is document comsiste.of - pares 
Copy Now # of © cepies, ries fi, 


In my letter of March 30, 19600 to Assistant Secretary 
Rubottom on the then-current problem of the election of the 
director of the Arricultural Institute at Turriealba,-T reviewed 
the series of Echardi's disappointments in US treatment of his 
various requests for help from us since his inauguration ‘wo 
years eco. After uring a careful reviewof the balance of our 


not iike the growing ‘feeling here that they are beirg 
neglected, and the half-jokingly expressed view, which 
may one day become seriously held, that the way to zet 
cooperation from the United States is to play hard to 
get. Considering the great tectical and psychological 
advantage of having Costa Rica on our side in Latin 


Nett 1 FO bt 2 


of tragic." 


Unfortunately, my ex»roessed fears as to a hardening of thn. 
. Edjandi's attitude have been completely borne out, and this atti-g 
tu@e has become *n important factor in his failure to cooperate 
with the USesupported request of the othor Central American coune 
tries for an immediate joint break of relations with Cuua, (See , 
Embtel 24 of July 11, Embtel 21 of July & and Managua's WIACT to ‘a 
Department No, 10) end of first paragraph of cable to Somoza from ry 
His Anbassador in Sen José, ) 
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Su, referenced letter was not found in Department of State 


files. 


~~ 


/ Telegram 24, July 11, 1960, referred to Echandi's resentment 
towards the United States for what he considered U.S, neglect of 
Costa Rica's interests; in the telegrem Wiilauer stated that he 
believed it necessary to have an “immediate review in search of 
creation better climate for Costa Rican cooperation our policy vis 
a vis Cuba." (618.37/7-1160) Telegram 21, July 8, 1960, reported 
that conferences held July 7-8, convinced Willauver it was "impos- 
sible persuade Echandi at this time to break relations with Cuba." 
(618.37/7-860) Telegram 10 from Managua, July 8, 1960, is not 


printed, (613.37/7-860) 
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~ An attitude that Costa Rica has always been a genuine friend | 
a of the United States but that this policy has not furthered Costa | 
Rica's own interests; and that in general in Latin America the 
United States is slower to help its real friends than to respond 
to the threats of an unfriendly action, has now spread far beyond 
Echandi and represents a widespread public attitude. It makes no 
difference really whether this appraisal of our policy is fusti- 
fied, when we are considering, as we now must, how t: obtain the , 
support of Costa Rica in our forthcoming showdown about Castro, ) 
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I strongly favor an immediate ettempt to change this atti- 
tude in Costa Rica by taking favorable action on Costa ican 
economic problems at once. I recommend this because not only do 
I feel that Costa Rica's fine international reputation makes it 
@ pivotal country in Latin thinking, but because I think that the 
hopes of successfully changing the Costa Rican attitude by things 
which we can do immediately and without great cost to ourselves 
are considerable, at least as compared to the overall problem in 
most of the other Latin American countries. 1 think that Costa 
Rica at the moment is hanging on @ very delicate balance. On 
the one hand,-not only supporters of Echandi, but much of the 
opposition, are ideologically convinced that Castro means commun- 
ism, and that Cuba today is a real threat to the hemisphere, On 
the other hand, it is an unfortunate fact of political life here 
that the very independence and democracy which gives Costa Rica 
such an important stature in Latin American eyes carries with it 
@ psychology which demands that all Costa Rican political leaders 
assume an attitude of independent thinking and choice of action 
on international issues, Stemming from this very independence 
and quite openly coupling with it "enlightened self-interest", 
Costa Rican public opinion in all parties tends, as a matter of 
national pride, to adopt the feeling that a very high degree of 
attention and consideration should be given by the JS to Costa 
Rica's own internal problems. From all walks of life I and the 
members of my staff continually hear it said; 
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ewe at,” 


"Costa Rica has been a true and faithful friend of 
the United States and of democracy, What has this gotten 
us? Virtually nothing. Because we have been so helpful 
to you, you people in the United States Government seem 
to take us for granted. In ow’ own struggles wth ouw 
far left in Vongress and in public opinion,those of us 
who wish to help the United States are confronted with 
practical political problems, We need to be able to 


«+ 
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point to concrete examples as to why it is in Costa Rica's ms 
best selfish interest to stay four-square on the side of Se 
the United States." why 






Perhaps it may prove to be impossible to tip the balance imme- b— 


| diately back in our favor on the specific issue of trying to get , 
| more Costa Rican leadership on our side in Latin America on the “ 


— —  Laetner 
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“Castro problem now. But personally 1 doubt that this is true, at | 
least to the extent of strongly recommending that we at once take 
concrete steps to this end. Murthermore, I think it is true that 


we must act now, if only to check this harmful Costa Rican atti- 
tude from growing worse. 








Specifically there are at least three local problems on which 
we could help if we could give immediate loans or aid to Costa 
Rica, The first is the critical need to relieve the public water 
shortage in San José, Anything done on this would have a terrific 
immediate public impact right here in the capital where national 
public opinion is moulded. The price tag on the first stage of 
this project, which would cure the current water shortage, is 
estimated at about °3.5 million. A study under Point IV as to the 
general requirements has been made and paid for by us. Before a 
specific program could be started, a detailed engineering study 
at a cost of about 4150,000 - $200,000 must be made, A rrant of 
this amount with expressions of encourarement that a loa: for the 
final project would be favorably considered would have far-reaching j’ 
public effects, but it alone would not suffice for the political 
objective envisaged, because the substantive work would have to 
come much later. 





Secondly, Costa Rica's two-year-old application for #5 mil- 
lion of DLF 10-year (or better) money to beef up the splendid 
rural credit system of the country would have great impact, and 
so far as the Lmbassy knows needs very little if any more paper 
work. This loan is particularly important because of the acute 
internal problem involving the entire banking situation follow- 
ing on the probable loss of ye - ,3 million throuwh the coffee 
scandal and the sharp internal dispute erising out of the Govern- 
ment! 5 Bove an Te rt of the short-term Chase Manhattan 
loan to rural credit purposes.) A beefing up of the rural credit 


system would directly help all walks of life in this couwtry, 





~ ae. 


es Dh _ 


—* 


Thirdly, the Echandi Administration is attempting to implee 
ment, through local bond issues which it can ill afford, a plan 
to improve its own road network, as distinguished from the Par ; 
American Highway. This is known locally as the Plan Vial. Since re 
every member of the Assembly has a direct interest in a piece of wae 
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this project, help on this plan ovght to gain us 4@ lot of fooa 4, 

will with the Congress, which is where we most badly will need it te”. 

to forestall criticism, if the Executive acts on Cube the way we a 2 

i want it to do, oo 
Perhaps as a fourth point, we mirht try to find moars of ae 

, purchasing more Costa Rican sugar than they wuld otherwise oxpect ~* 
s under the new: law » Bae! 





/ The proposed use of the seeent $10 million Chase Manhattan 
/ : I 


Loan is shown in desp, 644 from San José, June 9, 1960, (818.10/ 
‘ 
6-960) 


fa 
V Reference is to P,L, 86-592, approved July 6, 1960, which 
Aug 
authorized the President to cut the Cuban quota e up the deficit 


by purchases from certain other countries including Costa Rica. Ks ken of 
a ~ id 


; ps stat. 3307 7 
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If my recommendations are favorably received in principle, | 
I suggest the desirability of early consultation to work out the 
best possible peckage and to dec’de on the most important matter 
of tactics for the utilization cf decisions taken. 


Z 7.4 
Whiting Willauer 
Smear 
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OAP Files, Lot 63 D 127, “Costa Rica, 1960" 


Letter from the Ambassador in Costa Rica (Willauver) to the Director 


of the Office of Central American and Panamanian Affairs 


(Stewart) 
21 
Secret OfficialeInformal San Jose, July,@, 1960. 
ent ons 
your inf ashi nyt of July 1° end 


4 


22 Cos Weekash vou remark thet. “yreside nt Bchandi's 


rather shabbd performance made .it impossible for ‘the 


Central American countries to tako action" jointly to 
reuk relations with Cuba ar’ you worder whether Crbats 


‘ ’ . . 
fnsusting vae* ot rf fan Jdcse % the situs for the Meoting 
* Foretrn MYnis rig” Seht sot chanre tresidert Aario 

Echand!'s atti tude toward of ‘eliemo, 
ir fairness to hand’, wd itn t.e hope thnt tne 


Department will not let the disappointment that I shere 
with you thet ysou'’were uneble to persuade tchandi to 
foin in @ break of relations, I wish to recell certain | 
thines to your attention; as “chand! himself did to xine, 
ut the time I obtelineid his ‘msm adtate cunport to the 
ruvtar Inittative for act! 1% th CAS o. the Cuan 


~ — 
i /a ‘* 


AS 4 haye ua "ar Ly re ted * ek hyn: never Deon 
any doubt about Echandi's ow, tdeolorica) condemns tion 
of “Pidelismo.” He also was one of the earliest Letin 
lehders to advocate OAS action acaincet Cuhben comnunisn, * 
His most concrete move towards that wes the offer he made 
last “areh which ] srerented to th« epertmert in my 
Aor’] visit te “eshtinrton, . 


A 
At thet time you #')l recel) thet Castrs hed tust 
denounced the kio ireety., Echandt end | worked out 
plan wWwerety, using this currmrt threat to the Intore 
smterican iyst or, “ont Rice would foin with Colomb!t« or 
with the UL, or both, or with any ot or lit'ealiy 


ra 


palateatile iantin Steter in # vuecleoration In the forum 
the UasS whieh would: 


1. Demend & SnowuveN On ahether Cuba tn taet athered 
to tive ‘ fo sreavye 


C.Allan Stewart, Esquire, - 
Director, RTth /OAP, 
Department of State, 
waa) In, ton x *wWwe 
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age 2.5 > new _ ae: 
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\W/The letters from Stewart were not found in Department of 
State files. 

\/ Documentation on the Sixth and Seventh Meetings of Consul- 
tation of Ministers of Foreign Affairs of American States, held at 
San Jose, August 16-29, 1960, is presented in vol, V, 

V/ ambassador Willaver departed from San Jose on April 21 for 
consultations in Washington. Documentation on these consultations 
is in OAP Files, Lot 64 D 66, “Interdepartmental Memos: Costa Rica, 


1960." He returned to San Jose on May 3. 
of 


VV Reference is to the Inter-American Treaty of Reciprocal 
Assistance, opened for signature at Rio de Janeiro, September 2, 


1947; for text, see 4 Bevans 559. 


a > i —= 
3 BESTCOPY AVAILABLE | |=— Ca 


2. Would praise the ort«'nal 2jectives of the 
Cuban revolution end would oc. -r hem'sphere sora] ar 
De "© |... economic support to eccomplish these objectives if end . 
as “when’Cuba's Government.would give proof that. it intended - B 


‘, tO accomplish these within’ the principles of the Decler-* 
“Sg etionof Santiagéjand was willing to divorce itself 


. from International Comeaunisn. 
The plan in, (2) above had oven edvocated by me 
before the karch 23th Castre ienunciattion of the Rito 


) Treaty in letters to Ascirtant Secretary Rubottom 

NG/ of March § and 22 yand when the denuncisetion of the Treaty 
Mer. * oo came I explained.my ideas to Echandi. He enthusiastio- .° .,¥): 
“ ally adopted them, and suthorized me to offer thet kind - oe 
of acticn to the berartment fo mv forthecomine visit to 


Washineton, 


” ee 


, 


In my visit it develoned that the Denartment was not 
prerered then to po slore with a "°-coeta “ican declarne 
tion, but that exploretionr of possible Colombian action 
with Costa Kica would be made through Boroté. Nothing 

» apparently care of these, 


Whatever may have been the further complicating face ” 
tors in schandi's failure tc join in a break of relations 
(and there bave been @ number of these) the fact remains 
thet sciand] insisted thet tlere was not, at the tine he 
was esked to break, & clearee' t irsuc betweon Cuba ona 
Cotta itica as nations, as di.tingulshed from the 8! tuae 
tion in Merch where the “per” for action was the then 
_ current defiance of the Inter-American System, 


 - 


Om 


As also previously pofnted cut, Hchand! wished to 
be accompanied in his action by the "Us, or by other demo- 
craticelly impecceble Latin courtr'es. One of tho 'rher- 
ent difficulties in his political oroblem in the prvovosed 
Central American break of relations always was that Costa 
Pfca would be open to accusation internally and interna. 
tionally of folning with Yaicorne «rd Somorn who had 
already taker action; and sirce there was no current 
clear issue between Costa Kica and Cuva to ‘tustify Costa 
Rica's action {in Costa Rice's own direct interest, "chandi 
would have to fustify it as solidarity with other coure 
trios, twoof which were rret*yvy unpslateble in Costa 
"fean and hemferhere crinton # en ft ceme te an attack 
against Cuba based unon democretic ortre!ples, 
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I suggest that this explanrtion wth any comments 
, you care to make be circulated to my collenarues in tho 
‘“" other OAP countries. My feeling is thet it would be most 
unfortunate if Echand! would be chided by any of the 








4 
iy Reference is to Res. I adopted by the Fifth Meeting of Con- 


sultation of Ministers of Foreign Affairs of American States, held 
at Santiago, Aug, 12-18, 1959; for documentation, see ante, pp. 
ff. _ > 


V Not printed, (OAP Files, Lot 63 D 127, "Costa Rica, 1960") 








rry "T “"? nt Tre ‘4 “tt « ‘r t< , ay ; ring 
th. r “tt ‘cr 9 which } .¢ . fy, } , crorre , . to 
me. that the ""S missed the coat™ wher it itd not 
. -. | secept his offer Jast April. R 
> . 2 . . * a. . » >. ‘< -_. 
a >= ys «* * ,. wae 4 - in ms j . . é . = ‘ . 
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Rubottom-Mann Files, Lot 62 D 418, “Costa Rica, 1960" 
Letter from the Assistant Secretary of State for Inter-American 
Affairs (Rubottom) to the Ambassador in Coste Rica (Willauer) / 


Confidential Official-Informal Washington, August 5, 1960. 


Dear Whitcy: 
—, 


I refer to your letter > me of July 18, 1960fin which you ¢row special \¥ 
attention to your despatch 1. 1) of of July LL, 1%0. It is particularly met - 
convenient that you presente your ideas and sur ons on assistance to Y 
Costa Rica in despatch form : cco the, can be » ‘yen appropriate distribution 

amore the virious interesta! <encies »f the rovermert, which ultimately 

would be involved in any act. no based on your sucrestions ami recerwendstions. 
“Naturally such distribution <1e3 not ocew wit) letters arkiressod to the 

Secretary o> me althourh the. letters do servi to suipleo ent and ocphasize 

in a more personal way the i. °c conveyed morw formally in your caspatchos. 


I arroe wholeheartedly . th you that we would lixe to have "the 
sportareous support of Echarn . toward our ends", since ‘he leck of such 
support armcears to have been he crucial element in the recent failure to 
ac’teve the joint break with astro. ‘owever, it “does not sect: i> mo that 
United itates econoric assis’ ice shoxlc be the rid pro 0 woere’y the i 
Costa “ican roverrment would ‘<¢ mesures whicll are Ir the lone tor interest 
of tie Coste Aican reople. * °2 dccisive fctor should be wiucther of not 
the Costa Rilcans are vitally ‘crested therselves in mais.to abr, the interrity 
of their political system a". ost the encroachnmonts of Carnwnien od are 
willing to adopt the measgurc: vecessary to that ond, ihe ‘ni ted ‘tates is 
attamtine to supplement the fforts of the Gosta Ricans to : aintrin and 
derrove their political and« osnouie systen but we are not attan.ctng to 
Sup lant the efforts of the | ota Ucar tuensclvos, 
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Havine said the above, | also wisi. to say tuat ve huve by no wears 
snared effarta in sonkinr to: tpond to -resi'ont “chard 's roqests for 
economic asnistance,. i can: rsonaliy verify tat enarmous efforts were 
soc..t in eeeking te reaprort omert 9° tye "alted fruit tax. L «ovieo, 
with reference to te loan pt ject for the Juntas Rurales, i can a that 
this project has hac the een. Lay md mpoort of myseLl ami other officials 
in An'. ‘ major deterrent i> she cont!“oration of all or + art of this loan 

; was due rrimarily to the inde ‘sion ard lack of clarity on the ,-art of the 
Costa Nicans themselves, wo ‘wor provided clecr distinctions bewern ‘lis 
loan rrojoct (originally | °S .llion) and other -rojects for loans up to $30 

' jion. The Costa Ricans ay rently Lost interest in tits loan thee way 
did not receive favorable coi. ideration of t'elr insistence on provision 


oo 
". ” « f 4g 
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V teatens by Godfrey/» fwd 2 


/, Copy filed with the source text, : . 
| Ante, p. 
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for a long term and « low intcrest rate for the loan. As an illustration 
of this lack of interest, a r-quest in Ipril 1959 to Costa Ricans for 





to «be four recorrndistions for assistance mate | 


? 
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Arbass: ior's request for assistance in activatin: 
Jiseussion between Arbassador ‘scalante and 


and the Dl’ was held on Aurust Spahr y a 
Ricans arrecd 1» prepare a forral sozlication and (2) that 
i ! 
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Suprestion No. 2. Mural credit Loans 


‘\llan reported to you in his 
informal letter of ‘pril 7, 


Ay Caat Alvaro Castro, Manarer of the Contral 
Bank, Curing his visit to ‘’ intton, informed the Export-Lmort Bank that 
the Central Park did not init od to press for the tine being this loan 
application. The reason civ 1 was that the Central Bark wished to see how 
the loan from Chase Manhatt« the 
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Pe 
Until the Costa Ricans renm the rural credit loan project we are in jet 
position to renew our effort. in ite behalf. —— 

om 


Suprestion te. 3. Fon Plan Vial): wer a ooriod of alaost 
four years the ID) has disc 5 osta Rican aut) orities the 
ibility of «a for ro 1 construction anit maintenance. ‘9 Allan in 
—fis letter of Karch » 1960, indicated, on March 2, 1960, the IND sant a 
letter to the Costa Ricans i as to their interest in discussing a 
Jaan of ‘fren $5668 million f.r the Plan Vial. Another letter was sont about 
“a mont’ SfO.2 Thus far, the osta icans ‘ave failed to reply to these TMD 
for an indication o interest in pursuing nerotiations on this 
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Suprestion No. l. Additional Surar Purchases: You have already been 








+) A memorandum of this conversation is in OAP Files, Lot 63 D 


127, “Costa Rica, 1960," 


5 
VY Not found in Department of State files. 


~ Not found in Department of State files. 


rt 


\ / The IBRD letter under reference was not 


further identified, ‘ 
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hyd yy ery ae in the recent Sugar 
t ciditional special treatment to Costa 
Justified since Costa Rica has not been a traditional exporter of sugar 
scale. We shall co-ti:me, however, to consider Costa 
the supplier 


the . 
dh tons Tor “osta Rica was just announced on M-qust 1 by 
a: 
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At A —_— ~ dy this letter I have reviewed at 

ong cont! . your reference letter and despa 

you will agree, also, ab Ge easel Op tee nak tae Se oe ne 
orts to offer ever- renssonable facility to the Costa Ricans ina 

for assistance on tho specific points you have raised. 

@m comvinced that he Costa Ricans for one reason or another 

full advo tage of the facilities for economic assistance 


if 
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| a 
y 
: a 
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Sincerely yours, 





R, R. Rubotton, Jr. 


sezistact Secretary ~ 
a 
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\' Reference is to Public Law 86-592, approved July 6, 1960, 
which authorized the President to cut the quota of U,S, pruchases 
of sugar from Cuba and to reassign these purchases to domestic and 
foreign suppliers. (74 Stgt. 330) Costa Rica's final allocation 


for 1960 after the Cuban cut was 10,469 short tons. (Congresional 


Quarterly Almanac, 1961, vol. XVII, p. 126) 
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718.5-MSP/10-760 ' 
| Memorandum of Conversation, by the Officer in Charge of Costa Rican 
in : 
\/ Affairs (Feldman), 
/ 
Official Use Only Washington, October 7, 1960. 
SuBJsecT: Meeting of Costa Rican Minister of Firance and Economy with Mr. Mann, . Fa 


Assistant Secretary to Discuss Various loan Applications Made With the 
ULF and EXIM Bank. 
Z “Anister Jorge BORBOU Castro, Minister of Fimnce and Econony 
PARTICIPANTS: The Honorable Manuel SSCALANTF Duran, Ambassador of Costa Rica |) p 
ARA - Mr. Thoms C. Mann, Assistant Secretary 
OAP - Mr. Charles E. Higdon, Acting Director . 
OAP * Mr. Carwell 
CAP/C - Mr. Arthur W, Feldman, OIC, Costa Rican Affairs 


‘ 


wr 


7 
COPIES TO: ARA (}<c); oan /o-2tre0's OAP-Mr. Higdon (lec); RiA-ir. Rogenson-1; - 
- ¢W RYRE-B; Amenbassy, Sali. JOSE-2>7>~ 
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| Minister Borbon opened the meeting by stating that he was in Washington to | 
discuss the Rural Credit Loan Application with DIF and the ‘ater Works Project and’ 
@ loan application for the export of U.S. cattle to Costa Rica «ith EXIX Bank. He 
was pleased with the symmthetic receptivity shown by the agencies in discussin; 
the loin applications. 


bw. He Rego to the letter President Echandi had sent, via his person to 
and to the serious situation faced by Presicent Echandi in obtaining suit- Ss 
able Lert pation on agrarian reform from the iegislative Assembly, which is now 

considering the mtter. Several radical amendnents have been tacked on to the bill = 


which would counter the policy of the Echandi administration by getting the Govern- eum 
ment directly involved in the distribution and exploitation of land. The Admins- 
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tration would prefer that the supervision and distribution of rural credit be “ 
handled through existing agencies, which have mde an outstanding record in this ben” 
operation over the mst 10 years. Minister Borbon stressed the importance of his Ce 


returning to Costa Rica with sone written accurance of general agreement on 

’ the Rural Credit Loan Application which President Echandi could then use in ob- 
taining the legislation he desires, Mr. Mann replied that he was in fll synmthy 
with President Echandi's position and would eee wat could be done to obtain such J. 
written assurance, Mr. Mann also indicated how pleased he was to be considered a a. 
friend by President Echandi, a feeling which he sincerely reciprocated. Y 


r 


“Minister Borbon briefly mentioned the Water Works Project loan application \. 
which he had discussed with EXIM Bank officials and tat he hac provided then i. 
jwith the documentation they tad requested. He stated that Antassador Escalante —_~ 





f VA" briefing memorandum by Feldman of October 6 on this 


: meeting for Assistant Secretary Mann is in decimal file 033, 1811/10-660. 


\/ The referenced letter, dated October 1, 1960, is not printed, 


(718. 5-MSP/ 10-160) 
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the question of the local money component which would ancunt | 


rl 
, 
f 
e 
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to about 5% of loan requested, Mr. Mani expressed interest in this project 
and asked to be kept informed of the status of the loan application. 

Minister Borbon referred to a new lain application he bad mde at his meting 
with EXIM Bank officials to emble Costa Rica to import U.S. cattle for breeding 
purposes and thereby raise the qulity and quantity of lool cattic. Minister 
Bordon believed that the export of cattle and aattle products from Costa Rica 
would serve to somuimt diversify the production of exportable products and there- 
J} by lessen the country's dependance on coffee and tamms. Mr. Mann agreed that 
this was a worthwhile objective and expressed confidence that such a project would 


receive a sympathetic hearing by the EXIM Bank. 


Mr. Borbon then brought up the question of augmenting the U.S. sugar quota 
assigned to Costa Rica. He stated that h an increase would assist Costa 





Sugment not oily the dairy but 2lso the sugar production as: 1. Mr. Mann 
explained tlat the sétting up of new sugar qictac was «a fonction of the U.S. 
Congress, and tlat the quota assigned to Cute could not realistically be evt too 
deeply since a new Cuban regime would require assurance cof U.S. sales to support 
the Cuben economy. Mr. Marn pointed out that if sugar quotas were increased for 
some countries at the expense of the Cuban, that the tine might come when the 

Cuban sugar quota might require revision uperd and this might have to be done by 
appraising and cutting tack the newly established qiotas. Such action would have 

a dGeleterious economic effect on those countries which had expanded sumr pro- 
@action to met the larger quotas assigned thon. Minister Borton agreed with 3 
the seriousness of the problem. Iir. Mann suggested that Nepresentative Cooley ,~A3/ 
might be the appropriate person with whoa to discuss the assignnent of a larcer 
sugar quota to Costa Ric, and he expressed his willingress to favorably support 
such apportionnent. 


Minister Bordon inforred Mr. Mann that the Costa Rican Governuent is having 
to pay a $500 a my permmity because the Pab Anmerioin Highnay was not completed 
by a certain specified date. (Imte not mentioned). He stated that Param, ina 
similar position, had not had to jay the pemity. Mr. lann ws informed that an 
investigation had already been started and that a report would be forthcoming in 
a couple of days. 


Minister Borbon expressed his pleacure at laving had a frank discussion of 
Costa Pican economic problens with Mr. Mann. Iir. lAnn in turn requested tmt he 
be informed of any obstacles which ~icht arice in the considemtion of the lan 
applications by the DLF and EXIM Bank and reiterated his intention to reply 
promptly to President ichandi, giving @ report on the status of the kural Oredit and .: 
Water Works Project loan applications. ss” 
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\ Harold D. Cooley (D-N,C,), Chairman, Committee on Agriculture, 


House of Representatives. 
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718.5-MSP/ 10-160 
of State for Inter-American 


Rica (Echandi);—)\!/ 


Washington, | November 10, 1960. 


Letter from the Assistant Secretary 


Affairs (Mann) to the President of Costa 


Dear hr. Presidents: 


i hve Celayed tellin: ye wt lensure it wes to : 
near from you in the hope that i would be able to vive you _ 
none cefinitive angwers to the two questions to which your rs 
letter of October 1 refers., oe: be 


Both your Minister of Leoncxy and Pinance, Mr. Jorge 
Borbon Castro, and your Ambasseccr, Yr. Manuel “scalante, 
mete very effective presoentatio ¢ concerning both of these 


if 


rro‘ects to the respective bank! inst‘tutionc. Your 
personnl letter ies of course | 1 especially helpful. 


r 
to open up now farms. i have tel*ed again today with the 
Developrent Loan Fund about thic project. The lund is oawait- 
ing some information which it expects to receive noxt vwook 


1 €o not nerd to teil you o! our interest !n your plan 


Of t-O4+/dSn- s"*eiy, 
e674 


- cl 
fron Costa Rica. 1 have been arrureé that the Fund's cteff 
is considgerinr this pvroject on «4 urvent basis ant wit 
Symp. ny. 
in mw rat er tO >Iicct i 

: ‘ 5s +> \ , . ; 4 , ‘ 
that the Internrtional Coopverati ministration has alrenc” 
made cvnilable “20 thourcnd to br ng up to date the en, ineor- 


in; ry Iaort concer wings 


pe 
this. Just rs soon ag this report hac | © 
been brousht up to date tho ExporteImport Benk will, we are © ot 
- aA . thi} ts nao © ° . > y <a 
fis ; a * Gs ‘ ive e 46 sve ~~ Y ; ro - at -onvlion. we » * 
W ‘ 
J pe to ve ble soon to rvport firther pro & LO =< e 
. 
6 rning voth of these projcctc. - 
a 
sccpe pel m to nres pm tue eretitu Us 
ited States bel t | th cont oreirn _inicve , 
cetinres in oan Jose for the wor. ih and hospitality of ‘ci 7 


OBL... te rere) 


\iho-w nesddeney 2! 
: UArio Sohand., 
,residen’-ef the epeetre 
of Costa Rica. , 
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\/tnis letter was sent by pouch to the Embassy at San ood 





November 12, 1960. No record of its delivery to Echandi was found 


in Department of State files. 


V In His letter, President Echandi asked that the United States 


finance a plan for creation of new farms and that it agree to do so in 


time for him to announce the plan when he cast his veto of expected 


legislation on land distribution. (718.5-MSP/10-160) 
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Costs Rican Covernment and pecric. Ve vere oll distressed 
here to learn of the recent floo’s in your wonderful ccuntry 


and hope that the situation has been brought under control. 


x. Yancy joins me in sending to you and Mrs. Echandi our ~ 
warmest greetings and best wishes. a 


With greatest respect anj estecn, 


Sincere:iy yours, 


———— 
Thomas C. Mann Ss 
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717,00/11-1560 
Telegram from the Charge in Costa Rica (Kimmel) to the Department 


1 oo of State, 
/ / 


Secret Niact San Jose, November 15, 1960--6 p.m. 


256. | 


9 at ee — See a oe 


“DEPARTMENT PASS DA FOR ACSI AND G-2 USARCARIB, CINCARIB= 








” 


f= oa? 
W Discussed NIACT 356)this morning first with Foreign Minister 
and then with President explaining US prepared respond Ydigoras 
appeal for US assistance similar to that made by GOC during 
weekend,» Explained GON probably making written request for such 
assistance today. Echandi said profoundly moved by offer US 
assistance but GOC feels no'need air or sea patrol or other as- 
‘istance in present situation. Although President was convinced 


- 


Friday night and Saturday that invasion by Cuban force was occur- _ 
[ert he said subsequent developments made clear that recent a 
t 
| previ 
Ec 


~ 


— 





le northern Costa Rica caused by Nica revolutionaries as on 
ous occasions, with no threat against CR intended. However, 
di believes trouble here probably part of general Commie — 
eg atts | stir up trouble Central America with intention and 
HORE, | oppling some governments, if lucky. 


Regarding future, President said if any threat against CR deve Lops ¥ 
directly or indirectly, will ask for US assistance in writing as “_ 
Gettpnee, and will ask for OAS action under Rio treaty at game tice. 


2¢ 
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i, Echiindi Suggested that if US assistance is extended to Guatemala, — 
y Nicaragua or other countries US might as well issue policys$}ate- Vm 
' ment saying US responding to formal request’ for tole wien, fo 7 
uested 


vas ion 
oe. . 


governments and that similar US assistancg available wien Fé 
in writing by any CA government invaded of under threat of 


y @xternal forces whether Cuban or other Commie elewants.* 
Consumers 
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\/ Repeated for information to Managua and Guatemala, 
- Tel, 356 to San Jose’, also sent @ertetr$06 to Managua, and 
repeated for information as-tet=—=860 to Guatemala City, Nov, 14, 


1960, expressed concern over possible "Castro-Cuban-Communist involve- 
oO. Sree 
ment disturbances Costa Rica, Nicaragua, and Guatemala, " it set for¢h 


the U.S, offer-of air and naval assistance to Guatemala to prevent 
entry of, forces or supplies from abroadysaid that, Guatemalan request 


tht 
for OAS action under the Rio Treaty probably should follow, request 


/ 
for U.S, assistance and instructed Embassies at Managua and San Jose 
ne abt 


to offer similar assistance. (741B-5811/11-1460) For, documentation, 


fonder s7 (AG 


on the offger-of-essistence, see the compilation on-selettions—witt 


Guatemala, post, pp. ff. 


See infra, 





TION IN 


“DECLASSIFIED FOR PUBLICA 
RELATIONS OF THE UNITED STATES” 


FORE IGN 








‘ 


BEST COPY AVAILABLE 
set 
~2- Lo ~HOV Eber TS, 6 pret ixeeten Jose —— 
Cooment: Country Tenn ehiety/ a I agree with President's 
assessment th.t -cosené situation usder control and past al 


weekend accivicy probably limited to Nicaraguan revolutionaries. 
Also agree with Echandi that Northern CR incident might have 4 
been part of general plan, Marcial Aguiluz,¢in Costa Rica link 

to Cuba and has been involved in previous excursions against 


Nicaragua. 
KIMMEL 

a ial 
Note:—Mr. Jamison, Mr. Peldman (ARA) notiPied 11 p.m, 11-15 CWwOrgSsw 
Note: .Passeé-De for ACSi-end G-2-USARCARIB, CINCARIB 11-15-60. — 

— 

"4 
Dow 
ben 





\" Marcial Aguiluz Orellana was a National Liberation Party 


Deputy in the Costa Rican Legislative Assembly and Secretary for 


Labor in the National Directorate of his party. 
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OAP Files, Lot 63 D 127, “Costa Rica, 1960" 


Vv 


Briefing Paper by the Officer in Charge of Costa Rican Affairs (Feldman 


Secret | “Washington, | November 21, 1960. 
Le 


SUW'CTs «COSTA RICAs Wicaracuin Insurvent Activities on Costa Ricae 
Nicaraguan “order, early Novenber, 19/0 


Chronolesy 


m™ 
On Wovenber 9, a senior officer of the Costa Hican Civil Guard was Ee 
captured by Nicaraguan rebels when a saall Civil Guard detachusnt he led 

went to investigate the reported presence of an ‘insurgent group in north- 

wost “oete Nica near the “icaracuan border. A reinforeoi Civil (uard 

deteciment effected his release that suv dy by capturinre the rebel cao; 

but all the rebels escaped. Tresiiont chacii r: portedly ordered the 

Civil Cuard to pursue ani liquidate the vrelel croups. The Costa ican 


Covernment, as @ preceutionary measure also ordered the te porary deten- — 
tion, pending deportation, of several prominent “licaraguan opposition — 

. leaiers who were living in exile in Sen Jose ami “ho wore considered to = 
be actively involved in this invasion atterpt. On Novenber ll, « Civil i 
Quart patrcl wis arinehed by 4 rebel *roup in the course of which the  — . 


Director General of the Civil Juard wa. «illed., five prisoners, Gl NZ 
Nicararuans, were taken and flo:m .o [15 Jone for interroration. Cesta 

Ricar authorities in the border area r porte? teat Your low flyin, un- 
identified sircraft drorved sunplicy io the Nicsrnruan insuryents in thc 
build-up area early in the marning of Yover>er 12 but this report was ast 
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. confirmed by our Chicf of the Aray Mission, who was in the area au an y . 
" observer. . wy 
- The Government of Costa fice, ala:wod by conflicting and con*using re- 1 
| ports from the eo-clled bettle front «ond the death of the Director General e 
of the Civil Ouerd, interpreted the events of ‘cvember llel? ag partendin, hee 
an attack by an alleced Cuban force acrinst the Lowermment. In rugponse to 3. 
Uf. an official request for a helicopter t. evacucts casualtios, ow imy < 
\ Attache received authority to utilice. 1 “osta ‘!can baget Unitel States or 
\ aircraft to evacuate casualties ond a: y field rations fron the imassy / ae 
commissary wero sent to the troons in tne field. A fri ni oF the Tresi ic: t _ 
’ epprosched Embassy officers in hic behif avout 1139 a.m. of the twelfth so 


with nows of hoavy fighting on the beruar and requested United Steteo air G > 
and navel patrols and other assistence., Fovever, when sulsequent develop- VAs 
mente that dey made it clear that the rebels were all Micera:uns intent 

. On only invading ticaracua and thet they did not constitute a threst 
a@cguinst the Costa Rican Uovarnment, no formal rej st for military -s- 


sistance wes sade of ths Umited States Covern-ont. - 
Our Army Mission Chief reported that the re’«l group which nwhered i 
about forty men, all “Nicersru ns, was now dispersed along the befier by a 
ay) ~—“the patrol ection of the Civil Guards 2 \ithourh the “osta Rican Covernment 
<at 7 
(Yn Lena d — 
WOTHes yy har” FA — 
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\/The source text is an unsigned carbon copy. Gaz 
vA Niceraguan rebel band in a farm house on the northwestern 
Costa Rican frontier reportedly killed Lt. Col. Alfonso Monge about 


~ 
8:30 p.m., Nov, 11, 1960. (Desp? 301—Weeke-~@6 and desp. 341 from a 
San Jose. Nov, 18 and Dec, 1, 1960; 718.00(W)/11-1860 and 718,00/- 


( 


12-160) 

cat. Frederick J, Bailey, Jr. 

Vu. Col. Spencer P. Edwards, Jr. 

|Y The Costa Rican Ggernment asked Bailey and Edwards to make 
the Inter-American Geodetic Survey “airctaft available for removal 
of wounded and for liaison with the Costa Rican forces headquartered 
at the town of Liberia, south of the Nicaraguan border, The Army 
Attache received permission from the Caribbean Command to use the 
aircraft as required."" (Qperetions Memorandum by Roy I. Kimmel, 
Counselor, Embassy in Costa Rica, to the Department of State, 
Nov, 15, 1960; 818.49/11-1560) 

7 Manuel Campos made the initial request. Subsequently on Nov, 
12, 1960, Foreign Minister Vargas and First Vice President Jose 
Joaquin Peralta Esquivel called the-Charge / Ree Kinme1/to the 
Presidential Palace and urgently asked for U,S, arms and support by 
sea and air. (Degsp. 301,-Weeke 4, from San Jose, Nov, 18, 19604 


718, 00(W)/11-1860) 

Yon Nov, 12, Bailey flew tc Liberia, capital of Guanacaste 
Province, to investigate the situation, He reported that the rebels, 
not more than 40 Nicaraguan revolutionaries, had been dispersed. Vargas 
called the Charge’ to say that Bailey's report was correct and that no 


Tele co AH ‘en? WN 4 - 
' OM 0 Aye Ww A “ 


U.S, help would be needed, (Ibid) ,"Bailey found no evidence Cubans «je 


(Ug 
involved or Cuban weapons used," Pet, 253-fromfen—Jese, Horr, 
/ 
bi6@y{ 717. 00/11-1460) 
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ean count on the 


Costa Rican Governusnt for support in suppressing a small Costa Ricen-bdased 


aggressive revolutionary action against it. 


The Costa Rican Governwent is in 


Cuban collaboration with the Nicaraguan redcls besed in Costa 
ie no evidence te dcate of Cuban involvement or that Cuban ares 
the possession of the rebels. 
The promt and arvgrecsive action by the (irll 


control of the border situntion ard there is little likelihood of a 


Despite press reports alleging that Costa Ficen Cevernment sources 


clained 
Rice 
were in 
full 
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secret ashing 


j UA eee Future vourse of Dominican-United States Relaticns 
Problen: 


consultation in the Department on the future course of our relations 
with the Dominican Republic. This matter is urgent in view of 4 

talk the Ambassador had with Generalissimo Trujillo on January 17 

wnen the latter indicated that he ~lans to witindraw very soon from an 
active role in his country's affairs, turnirg over responsibility to 
otners in fact as well as in name, Trujillo spoke particularly of 

the pressure the United States has brought to bear upon him because 

of the Galindez-iurphy aff further, his doctors advise him to get 
rid of his heavy responsibilities. ‘The policy question thus raised 

is whether the United States is willing to resume normal relations so 
that Trujillo can disengage himself from control uithout having this 
Gelicate process hindered by the present uncertainties in U.S.-Jominic.n 
relations, if the United States is not willin. to clarify the relativn- 
ship, Trujillo indicated that des ite his lonz-standirz friendship ne 
could not continue to cooperate as fully wit) Une United .taten as in 
the past. As an indication of wiat this woul’ moan, the Dominican 
Government recently notified us that it does »ot plan to attend the 

Law of tho Sea Conference in Geneva in February, 


Cie 
Ambassador Farland recently came up from Ciudad Trujillo for fe 
A. 


~t@e° 


q 7 Perr ee 


. This paper discusses this policy question and preposes a position 
for Ambassador Farland to take with [rujillo. 


Background: 


During the past year our relations with the Vominican «e;ublic 
have become increasingly strained, primarily because .f whe Galindez- 
‘urphy case, improper activities of Dominican officials ain‘ agents in 
the United States, and Dominican meddling in other countries'affairs. 
In these circumstances, the United States has refused cr nesitated to 
act favorably on such normally routine matters as requests for techinical 
assistance, visits by Dominican officials to wie Unitcs States, and 
export licenses for military equipme.t. he refused tu peruit che sale 

' of jet fighter aireraft to the Dominican Ke uvlic even though our 

Defense Lepartment found there was wilitary justification for tiese 
fighters for hemispheric defense purposes. The Dominican Republic, Pe 
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ee 


*ormerly resident in the Dominican Sephblic,’ 
City | 


; on Mach 12, 1956. Gerald Lester Murphy, an airplane pilot who claimed he had 
7 
f yartininatedxtim Yiinmmm participated in kidnapping de Galindez and had flown him 


to the Dominican Republic, disarneared from his anartment in Ciudad Trujillo on 





becerber 7, 1°56, Documentation on this subject is presented in Foreign Relations, 


1955-1057, vol. IV, 


A “nited Nstions Conference on the Law of the Seag, attended by delegates 


* " 


from &4 countries, took pla e at Geneva frem February 2h-April 28, 1958. Docurenta- 


tien on this cenference is presented in vol. I, 
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on the other hand, smarting under United States press attacks and 
official U.S. pressures of various types, has refused to cooperate 
effectively in clarifying the Calindez-Murphy cases, has tried to 
discredit our motives in pursuing these cases and has tried to stir 
up trouble in other countries where the United States has important 
political interests (particularly in Guatenala). The recent decision 
not to attend the Law of the Sea Conference indicates that Trujillo 
may try non-cooperation on international questions as a new counter- 
wailing tactic. Trujillo himself, at 66,is weakening physically under 
the pressures of the situation. He appears to suffer from high blood 
pressure, at least, and perhaps from other organic disorders, 


The fundamental '!.S. interests in the Jominican Republic and its 
political orientation are: 


1. Its strategic position in the Caribbean, on the approaches 
to the Panama Canal; 


2. The guided missile tracking station on the northeast coast; 


3. The continuing support the Government of the Dominican Republic 
has given us in the United Nations and elsewhere, 


Diecussion: 


Our investigation of the Galindezg-iurphy case has pointed to 
the involvement of Dominican officials, notably General Arturo 
ESPAILLAT, former Dominican Consul General in New York, and former 
Cabinet member for Security. The investigation has also uncovered 
other evidence of improper Dominican activities in the United States 
including use of unregistered agents, John Josech [rank was tried 
and convicted in November 1957 for failure to register as a Dominican 
agent; Horace *illiam Schmall was haled before a Federal Grand Jury 
in January 1958 but refused to testify on grouncs of possible self- 
incrimination; Car] Arnfelt hastily departed frcm the Dominican 
Republic in Jamuary 1958 to avoid service of 4 subpcena to appear 
‘before a Federal Grand Jury. The Dominican Goverrment iias employed 
Sydney Baron of hew York (and through him Morris irnst and Judze 
Munson) to conduct an independent investigation of the Calindez case, 
which per se tends to impugn the good faith of the Lepartment of 
Justice investigation. General -spaillat has ireculted cur Govern 
ment by stating to our Smbassy that Frank was "framed", These 
developments have been attended by keen public ad Congressional 
interest and as a result Trujillo and the Dominican Covernment have 
been subject to continual public stigua. 
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“XS Congressman Po )has broadened his interest in the Murphy- 
\ Galindez case to embrace the whole ‘field of United States policy 


toward Latin America, particularly with respect to the "dictator 

ship countries", Last summer Mr. forter called for a suspension 

of technical and military cooperation with the "dictatorship countries" 

and sponsored a Bill to effect this change in policy. The Bill was 

defeated by a wide margin in late July but while it was under consider- 

ation we felt obliged to refuse to sell jet aircraft the Dominican 

Republic was then on the point of purchasing. Other Dominican requests ro 

for military supplies or equipment have been handled on an ad hoc ~ * 

basis. Similarly questions concerning our technical cooperation 

prograz in the Dominican Re;ublic have been handled on a case by case 

basis, as have other questions such as a proposed visit by “Ranfis® —___—_‘} 

to vashington next Jume, and a proposed visit in February by Admiral 

Richardson, Chief of the Dominican Navy. Thus, although there nas 

been no form.l change in policy, elements of uncertainty and hesitation 
a have become very pronounced in our relations. This paper seeks to 

clarify our policy with regard to specific areas of interest, 








} Proposed Position: 


It is in our inverest to carry on normal cooperative relations 
with the Dominican Nepublic in as many fields as, and to the extent 
that, such cooperation can be effective and mutually beneficial with- 
in a framework of mutual respect. At the samc time, it should be made 
clear to the Dominican Government that the deterioration in relations 
during the past year stems directly from improper activities of Dominican 
officials in the United States and elsewhere. The disappearance of an 
American citizen in the Dominican Republic (Murphy) and the disappearance 
of another individual in New York who was entitled to United States 
protection (de Galindez) have been of particular concern to us. The 
Dominican Republic would not countenance activities by a foreign power 
within the Dominican Republic which it itself is carrying out in other 
countries, and therefore, it should not be surprised by our official 
and public reaction to inproper Dominican activities in the United 
States, Until such activities cease the Dominican Re.ublic cannot 
expect the U.S. to overlook them; we shall continue to investigate ; 
evidences of improper or illegal activities and to take such measures ie 
to curb these activities as the facts warrant. Naturally, evidences of fe. 
illegal or improper activities thus uncoverec do not redound to the a % 
credit of the Dominican Republic and make it more difficult for the 
U.S. to treat other aspects of our relations in a normal way. 


Se’ Bota - 


w om. 
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The initiative of the Generalissimo in bringing this question up ay 
with Ambassador Farland presents us with an opportunity to get our , ad 
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relations with the Dominicans back on a "normal, cooverative" basis. 

We believe that the Ambassador, upon his return to Ciudad Trujillo, 
should discuss the range of problems in U.S.-Dominican relations, point- 
ing out the Dominican activities to which we object and stating the 
things the United States is prepared to do if these activities cease, 
The essence of our side of the bargain would be reestablishment of 
normal, friendly relations, 


We must consider the alternatives to taking a positive approach 
to this question. If the Generalissimo actuslly were to let the 
authority drop from his hands at this time, without adequate preparation, 
a political breakdown could occur which would run contrary to U.S. 
interests. Over the years, under the authoritarian regime of the 
Generaliss:mos no one has been prepared to assume any real measure of ! 
authority. If the Generalissimo bowed out now, we might expec — 4, 
(1) Ramfis to become the real locus of power or (2) Hectorfand Ramfis 
to take over jointly. But, (3), if these two possibilities failed, , 
a struggle for power would probably ensue among the military with 
resulting instability in this important strategic area. An orderly 
transfer of power thus would be in our over~all interest, particularly 
if such a transfer also gave promise of political and social responsi- 
bility. ‘‘e hope for a greater measure of the latter if Ramfis or lector 
Trujillo receive power, 





is Re 


Upon his return to the Dominican Republic we propose that Ambassador 
Farland inform Trujillo of our position as set forth above and how it 
affects the following specific itens of interest: 


1. Espaillat: Our investigation of the Galindez-Murphy case has 

repeatedly brought ispaillat's name to light. The Department of Justice 

has shown interest in questioning him regarding these cases and we have 

asked formally that Espaillat make himself amenable to the usual pro- 

cedures in the United States in such matters. We are deteruined to 

continue our efforts to interrogate Sspaillat in the United States under 

conditions where he can be charged with perjury if he lies, We have 

drafted a new note asking that ispaillat come to the United States to 

testify. —-e propose to authorize Ambassador Farland to so inforn 

Trujillo and, in the context of the discussions, say that he will 

recommend to the Department that it not be delivered if its purpose 

can be achieved informally (i.e., if Espaillat would make himself 
* gvailable). The Ambassador would explain that we have no desire to 

enbarrass the Dominican Govermment by presenting a formal note if the — .6/ 
matter can be arranged informally. (Draft note TAB A). \/. 


4 - 





°/ ector Trujillo, brother of Generalissimo Triji'lo, “resident of 
- 
the Dominican Republic. 


} 
No 


found 
J ha tachrents were #ebt—-weeted with the source text. 
A 














aT 
5 . 
yi. Qther Iaproper sctivities in U.S, ; " 
As indicated in cur note of Novesber 11, 1957,|(TAB B) we have been Ye 


disturbed over evidence of unregistered Dominican Agents operating in 

the United States, the organization of picketing demonstrations, and 

distribution of propaganda of a type which friendly governments do not 

ordinarily disseminate in another friendly country. se expect that these ites 
iaproprieties shall cease, as requested in our note, . 


3. t Oth 


The activities of John Abbes Garcia and Unessimo Valenzuela in e, 
Guatemala following the assassinatior of Castillo “were of 
serious concern to us. Dominican radio attacks on Guatemalan political 


figures have fone far beyond the bounds cf propriety and truth anc have 

tended to sow confusion, distrust and d‘. vision among non-Commnist * 

political elements in Guatemala at the very moment when these elenmts 
should have been encouraged to submerge their differences in the interest : 
of stable, responsible non-—Communist government. In Haiti, Trujillo has 2 
given comfort and encouragenmmt to General Kebreau, despite the fact that 

the latter has brought pressure on the Haitian Government not to settle 

the Talanas matter wiich is of so much concern to our Government. In 

Puerto Rico, Governor Mufioz Marin was forced to ask for the recall of a 

Dominican Consul because of improprietics. Dominican attacks on Governor 

Muhos Marin have been vicious, distorted and unjustified, and public 

accusations tending to smear the Governor as the tool of a Comsunist ae 
conspiracy are neither warranted by the facts or in keeping with propriety. 

If the Dominican Government has evidence of Co-:munist activities in Puerto 

Rico or in the United States, we shall appreciate receiving such infor~ 


— of 
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- 
mation through customary diplomatic channels and we shall take appropriate Y a 
action to investigate and curb such illegal activities, ay 
4. Law of the Sea Conference ris 
we. 
On January 16 the Dominican Foreign Minister told the Ambassador that - 
the Dominican Republic would not attend this conference because it “has a 
no problem" with any country on this question. de interpret this as fore- *, 
shadowing Trujillo's possible future non-cooperative attitude, If Ambassador yg 
Farland finds his discussion with Trujillo sa:isfactory on the first three i 


points above, he will then press for a favorable decision on Dominican eo, 
. attendance at this conference, RPA is drafting an instruction, 


5. Technical Cooperation. 
- The Departaent has recommended that the ICA progranm in the Dominican 
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Republic not be terminated as the Director of has proposed in 
December, and that the FY 1959 program remain as presently agreed 

upon, We believe that the approach to technical assistance in the 
Dominican Republic should be as follows: (1) Presently-c.orating 
programs should follow their normal, presently planned course; (2) No 
new fields of activities should be approved for the present; (3) Individ- 
ual requests for specific assistance should be considered on their merits 
._. (am example is a recent request for short-term services of a technician on 
“im connection with airport construction); (4) This approach would be vd 
a reviewed from time to time in the light of our over-all relations with the 

Dominican Republic and in the light of how effectively the Dominicans are . 
cooperating in those programs already in operation. 


6. Atomic one > ' 
. ae 
: As indicated in our A-57 of November 5, 1957 (attached) (TAB c) we 
are prepared to cooperate with the Dominican Republic in a program for ) i 
\ 





developing nuclear “know-how" and experience through research and 
training, and we are ready to assist the Dominican Government in 


“a 


implementing the existing bilateral agreement on atomic research. We 
feel that Dominican interest in a power reactor should be discouraged 
for the present pending training of technicians and further planning. 


uJ 

e— 

<= 

te 
zw 
z S 7. Military Assistance 
Ez Under the Military Assistance Agreement of March 1953 the Dominican — 
oc. Republic agreed to maintain one fighter equation. ofaircraft and 10 naval = || at 
a= vessels for hemispheric defense purposes./ Under the grant military aid Ve 
~ program the United States undertook to ~ t. maintenance and operational 
~° support, training and training ammunition and materiel to modernize the ws 
Soy) MDAP naval units for more effective anti-submarine warfare. Four jet ei 
2 trainer aircraft were furnished. ~~ tae 
uw — 
w <i In December 1956 a Naval Mission Agreenent (was | sig ed but in » April - ? “nf 
yx § 1957 the Babassy and the Chief of the Naval Mission recommended that no VY 
<z 4 further materiel under the MDAP be allocated to the Dominican Navy and ! 
= oe that our naval programs in the Dominican Republic confine itself strictly . 
Se : to triining activities. The reasons for these recommendations were the ‘." 
_ ; inability of the Dominican Navy to maintain ships and materiel in a - 


seaworthy condition, graft, and failure to utilize trained personnel 
effectively. Since August 1957 these deficiencies are being corrected 
by the Dominicans and our Naval Mission believes that an effective 
prograz can be carried on. 


ry 
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If Trujillo's attitude on the first three points above is satis- 
S- | factory, Ambassador Farland may inform hiz that we stand ready to , 
sa resume normal cooperation in the Naval program in the Dominican Republic, 
amd to release materiel under the MsAG Program for agreed force goals. 
Requests for export licenses for materiel to replace olc or worn-out 
equipment would be considered promptly. 


Reco mendation: 
. — 
an It is recommended that you sign the attached telegrazm authorizing £& 


Sade | | BY IVEY 





Ambassador Farland to discuss Dominican-U.S. relations with Generalissiao 
Trujillo in the light of this memorandun and to assure his that the United 
States desires to resume normal cooperative relations in those fields 
where cooperation can be effective, it being clearly understood that an 
essential element in a return to normality would be satisfactory Dominican 
cooperation to clarify the Galindez-Murphy case and to cease improper ; 
activities in the United States and elsewtiere, fo ‘ 


- 
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interest 
(\ /jginimize the repercussions of the present incident on 


— Albee grrrs:.. lS tap 














Subject: Your Appointment With Ambassddor Farland Today f oha~d gal 


Dominican Congressional 
vith Bates Bates AY HST aoe 
eee pert we problems presented 


continue our mutual security progran if 
jmature consideration that it is in their 





as one of the American Republics. > ethene Geese Ghtestiues 
we plan to inform the Dominicans by formal note or aide-memoire that it is 


| 
our policy to seek normal friendly relations with the other American \ 
Republics and to carry on present cooperative programs if there is a ~ 
corresponding disposition om their part. We are trying to avoid any 
appearance in the eyes of the world of threatening or cajoling the 
Dominicans in this matter, or of kouckling — to .) type of pressure. 
Tad B 

Attached is a biographic summary of Mr. Parlana. The Ambassador vill 

be accompanied by Mr. C. Allan Stevart _ 
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\ A note on the source written by Dulles' secretary, "hyllis D. %ernau, 


indiceted thet the Secretary saw this memorendun, 
Y dmbassador Farland was in Washington for consultations, June 23-27, 1°58, 
lo et eae mer were secetes with the source text. A copy of the joint 


resclution was trbnenitted to the Departrent of State in despatch 612 from 


o 


ciudad Trujillo, June 1°, 19st (739.502, 16019=8) 
leputy ~irector of the Office of Midcle American Affairs. In a memorandum 


to Rubottom dated June 25, “ever ferratra in detail the background to the 


cn | Fe Lore ’ i ss? 


int resolution  @ recommended that, a forme! notgecknowLed ging 


ee 
+ 


the actions of the “ominican or age en aa 


- 


sete Gar sdit € air? 27, 


| OP bbl 
hy laphend, (73°. 5-ioP /6-19°8) tio selent of a meeting between the Secretary 


m~ 


and the /rbassador was fourd in Department of State files. 
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3. Dorinican Republic 


General White/said he thought we should try to hold the line in 


Y 


the Dominican Republic in the face of the Gencralissizo' 


unhappiness. General ®hite noted that part of the proposed note to be 

given the inicans seened to take a very strong position as far as iA 
. > 

our facilities down there are concerned. Er. Stewart said that this : 


section is teing deleted from the note. 

Anbassador Farland described the current situation in the Dominican 
Republic. Trujillo's unhappiness is nore decply rooted than simply 
the trouble involving Ranfis. Trujillo privately has in@icated his 


Gerire to cooperate fylly on ell ters with the United States but feels 





-——_. 


that «€ She “fot reciprocat ing his desire for cooperation. We cally =. ‘ean _ 


militery cooperation had been ~proving. If we could provide some 


naval assist nce, like an old mine sweeper, it sould be very helpful. 


anbastacor farland said he thought the note prepared for hin t jive 


the Foreign linister represents the minimum that we should do anc thet 


in his verbal discussions he will seek to placate tne Voninicans and 
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encourage mutual cooperation. 


Asbassador Farland said that the Ceneralissino feels that ie 


es in not siving Ranfis a 


” 


action of the United States Arsy 4uthorit 


¢iploca is largely political. The Dominicans note ‘nat 


. —T » 
stuzents at Leavenrorth have received dirlomas even though they vere 


absent for lengthy periods. “he A: 
#7 *> «*+an4 7 w ~ +h . ** - alissi re) General 
riain e stancards of Leavenworth to the Vener 120. 


~~ 


ex 


% 7 Thylog ssia that the critical thing at Leavensorth for all stucents 
Jf . 


oe 





Acbassador Farland said it is difficult for the Dotinicans to 


tin 


sncerstand the freedom of press ana public criticism existing in the 


>_ 
> - 

“ Cs an b. ~.. > — + ones te 
< ited States. He noted that crujille 31d like very such to visit 
‘a - 7 . 7404 
c the United otates and inspect our tilitary facilities. 

——s 
— 
is * = » - - - oA” _ 
” r¢€ araing 4TPujis,sO’S FELT’ e t 4. @ at~pattacor £aiGc that the 
Ly . 7 - -~- ‘ " - : - _ a » » 7 ~ 
— ‘ eralis > ew 5 ,irec Sut t at oe! retire ent will procecay be nore 
> 
_ * - ~*- se ‘ - - .s +. ~- a + 
S a paper propesition than an <ctwal turnover of control t© his brother, 





” 

band the current President, Fector Trujille. 

~ 

<x 

7 “Nr. Stewart asked whetrer the proposed note vas 41] right with 
+ a 

x 

% the deletion of the paragraph mentioned ty Ceneral ite. Gereral 
of 

= shite said yes. 

’ ¥ > 2 , ' 
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> - 9 “2 lal , , > . + ™ | 
r er ai } ‘ r 16, i? \ 5 t a T x 3! I gr S ad ted 2 I - ~ ti n 
. 7 ° 7 ’ . ’ 1% Tr leocrs » r fudad ™ ‘477 
abolishing the resolutio: f June 1°, ‘n telegram 121 fro iudad .riji io, 


september 17, 1958, Ambassador Farland in“ormed the Department of this action. 
The telegram stated in part, that the sction of the Dominican Congress 
reaffirmed "Gimo Irujillo's licy o® associatiing the Lominican tepubilic 
tthout vaci’ lation ean ithout reservation t the 'de tiny . he U.35. 
and to all peoples ‘n the anti-Communist world,'" 39 Se SPJ 9%] ) In despatch i50 


from Ciudad Trujillo, / vember if, 195 the onbassy forwerded to the Department 
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Memorandum of a Conversation between, ‘ecretary 0° ‘tate mc Yominican = 

’ ' 

ore. EzT Minis ter (ti r ra } 35 >t rer r 198 a \ i 
. ’ Bol, , WA 

~ il 
Confide al 

SUBJECT: Teruination of Military Agreements with the Dorinicar a? Wf 


Derinmican Ambassador “anuel 4. de Moya 4 
a 





Tne Secretary 

PARTICIPANTS: -=. xubottern. - assistant Secretary, <5 la 
lz. Little - veputy Directcr, CHA 
Domirican Foreign liirister Pcerfiric Ferrera Baez 


Cortes TO: aa c~ E a 
“ ne = 2 
a = a 
RRA = 2 _ mericanz Ciuded Truj 
3/P CON ,mOCasy , so 


y 
‘ 


[— oo | | | 


Foreign Minister Herrera Baez opened the conversation by stating that his 
Sovermment has tracitionall; followec a policy of close anc friendly cooperation 
with tne Unitec States and that it wished te continue these policies in the 
future. He continued br saying that his present visit to the Uniteo States and 
the purpose of his call on the Secretary related to the militery agreements 
between our two countries. His Government had deciced, he stated, that it 
wished to terminate tne Military Assistance Agreement of 1953 and the liaval 
“Assion Agreement of 1556, since his Government believed that the purposes of 
those two agreements hac been achieved. He saic that his Government hoped 
that it woulé be possitle for our two governments to agree mutually that these 
agreeients be ter-inated in lieu of a unilateral denunciation by the Dorinican 
Republic, reiterating that his Government did not wish, by its position on 
these agreements, to indicate any change in its traditional policies towarc the 
United States to which he had referred. The Minister then handcea the Secretary 
a me.orandum embocying this request, which is a As Rubottom asked the 
Minister how the desire of tne Dominican Government errinate the two 
agreements related to the agreement for the hissile Tracking Station. The 
irister replied that neither that agreaient nor the one covering tie Loran 
station would be affected by tnis proposal. iater in the conversation the 
banister said that, if his Goverrment in the future requested technical aid and 
equipment, it was hoped that arrangements could be made for such assistance 
even though there was no military agreement. /it was apparent: or context 
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this was not specifically stavec ty the ‘anister./ 


. 


wWls the Minister «hat the Dominican Govermient's request 

arefully and said <hat he appreciatec the corm.ents of the 
Marister regarding tne attitude of his Government towara cooperation with the 
Unitec States. He stated that it woulc be fruitiess to deny that in the 
recent past there have oeen pcints of cisagreement between our two goverments. 
Se saic tat some countries in tre wrid taxe certain actions with which we 
agree t%© 42 ereater or lesser cegree, wiere2s cthers sometimes Go tings that 
we Cam.ct approve. The Unmitec States sovermient's atcwtuce is that otner 
countries, being sovereign nations, may do as they wisk in concucting their 
internal affairs anc tuat we will respect tneir sovereignty, out nevertreless 
we do have opinions om their actions. The Secretary ailucec to the fact that 
some of the things the Dominicans have cone in the past have mad a poor public 
relations reaction here in the United States, mentioning specifically the 
letters of the former Minister of Comercefwrich were Critical of certain 
Congressional figures in the United States. The Secretary stressec tnat the 
public reaction in the United States to acts of others was beyonc our govern- 
ment's control and was a fact of life wnich must be accepted. lionetheless, 
the Secretary adcec, the United Stetes Government believes that our two 
zovermsents shoula work together to resolve our mutual problems. iir. Rubottom 
comentec at this point tnat, as Ambassador ce ioya was fully aware, a number 
of problems affecting relations between our two countries have arisen in 
recent months and that our government's effort has always been to deal with 
them in a way which would meet the objectives of both of our governments. 


- - ™ - 
one oecretary 
e => 

a 


wowlé be 


Turning to another subdject, the Foreign iinister saiac that he thought 
Ambassador Lodge's meeting on Cnina with the Latin American delegates to the 
Ui Gemeral Assembly in New Yorx was very timely and useful. In response, 
the Yecretary briefly described his trip to Taiwan to see President Chiang lA 
and some of the issues raisec by the division of China by COMMUN ST of — NY 


Before the “inister rose to leave, the Secretary said that he had one 
comment he would like to make. He wished to tell the Minister, and asked him 
to pass on his thought to his President and to the Generalissimo, that the 





United States appreciates the important role played by Dominican Government . 
in the development of the Caracas anti-communist pact./ The Minister expressed Nw 


nis appreciation for the Secretary's statement anc said he would transit the 
Secretary's coment to his goverment. 


It was agreec during the conversation that no publicity would be given 
to the Dorinicans' intention to terminate the two military agreements and as 
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\VY Juan 9. Yel&zquez, Minister of -ndustry and Commerce. 


t ° * . rv . . % r ad el . ‘ . 
\y Dulles was in Taipai,(ctober 21-23, 1958, For documentation on this 





visit, see vol. ¥VI. 
4 Reference is to “esolution XCITI, titled, "Declaration of Solidarity 

for the Presergat’on o® the Political Integrity o* the Arerican ‘tates Against 

the Intervention of international Comrunism," approved on March 2 


Tenth Inter-"rerican Gonference which met at Caracas, March 1-28, 1°51. For the 


text o° the resolution, see Tenth 'nter-Arerican Conference: ‘eport of the Delegation 





of the United States of America with Related Documents (Department of State 





Publication 5697, Washington, 1955), pp.15f158. Yor pertinent documentation 


regarding the resolution, see Foreign Relations, 1%2-195L, vol. I’, pp.--=. 
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the :iraster cert the Secretary's recerticr room he explainec to weiting 
-c~ - > - - ~ "“- »- ~ ae le ~ — -* -- : 
newsmen that he hac come to Vashingicn orly to pay a courtesy call on the 
+- * Pee 7 ~a «+ - ' os . _ 3."< 4 
wecretary. alter icaving the Secretary's olcice, the hinster stated to 
0. Zubettom that ne hopec to be able to meet later with Mr. Rutotton t 


learn the reaction cf our goverment to the bomiricar request prior to 
returrang tc Ciucac Trufillo. ir. Rubottom replies that we woulé wish to 
cascuss the matter with interestec officials of tne Derertrents of State and 
Leferse amc Sugzestec the possibility of a meeting Saturday morraingc. The 
narastver agreec arc ir. Rubottom saic that we would acvise armbassecor ce Hoya 


later in tne car if such a meeting cculd be worked out. 
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> Have had lengthy meeting with Generalisimo. Advised him I had 
been called to the Department for consultation es result GODR 
memorandum given by Foreign Minister to Secretary Dulles, and 
thet on basis this memorandum US in spirit cooperation is now 
prepared honor request. However, pointed out that Ambassador 
De Moya had informed me that action requested per said memoran- 
dum was not in actual accord with that which had been contemplate 
by GODR, that inactivity was preferable to termination, and that 
Generalisimo expressed wish to discuss matter with me prior to 
any definite decision by either signatory. Further, if this be 
the case, and in view Ambassador De Moya's statement concerning 
necessity hemispheric solidarity, the Department with same 
spirit cooperation considers it appropriate to ascertain General- 
ismo views prior to implementing request. 

















Same 


AP BOB ROM 


After offering a number of thin excuses for not having hed dis- 
cussidén with me prior to time Fore Minister delivered memoran- 
dum, Generalisimo stated Herrera Badw mission was not to ask 
termination of MAP agreement as such but rather his comission w 
to work out best possible solution of MAP agreement difficulties ~) 
together with related matters, and if that effat non-productive 
then to suggest termination as last alternative. rye Ak 
purpose re-establishment his position, Generalisimo reques 

convey to Secretary Dulles complete assurances of GODR desir 
for cooperation and sincere friendship, stating both of whi 
continue as long as he has voice in GODR. He added that , 
he had cast his country's lot with the policies of the US and ~ ' 
that he would not change that relationship. & es * 


stdver- 
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He stated thet in view this fact and to prevent further mis 
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pretation he desired to meet with me in next few days to dis- 
cuss his government concepts and policies in regard to military 
assistance program. He further stated that he would ask the —. 
President, Vice President,{ Foreign Minister and if possible S 
Manuel De Moya to attend said meeting. He noted that the 
Foreign Minister was expected back from Mexico shortly and that 
he would forthwith wire Ambassador De Moya in Paris. He hoped 
further delay these few days would not complicate matters. I 
explained time primary importance to US and meeting must be 
expedited. Atmosphere of meeting extremely friendly. General- 
isimo expressed appreciation for US cordiality evidenced during 
Secretary-Foreign Minister meeting and for the Secretary's 
observations made at that time. 














Comment: Conversation indicated change of policy as reported 
to me by Ambassador De Moya at meeting November 24. As yet 
unable to ascertain extent this change. However in conjunction 
therewith it is noteworthy that Trujillo, Jr. was not included 
among those persons suggested for aforementioned meeting. Also 
of interest is that Gereralisimo made great point of inforwing 
me Arturo Espaillat had been removed from all active military 
connections while engaged commercial activities. The "observa- 
tion” made during meeting with Ambassador De Moya November 17 
concerning Richardson and Espaillat apparently effected Richard- 
son's release from prison and Espaillat's placement in reserve 
status. Naval mission now receiving more cooperation than 
anytime heretofore. On other hand Air Force MAAG completely 
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An Assessment ef the Pelitical Future ef the Deminican Republic. 


—_—— 


| An assessment of current thinking concerning the possible political future 
eof the Deuinican Republic is set forth belew in view of the intensification of 

, Comzunist efforts in Latin America, invasion threats now circulating, the increasing 
ase and pressures under which the mortal Generalissimo works, and the apparent 

_ failure of Trujille to take any public steps toward designating a successor. 


Un the theory that many minds are better than one, one of the reporting anal 
officers (ir. Barfield) has just completed a survey of available qualified epinien. 
_Feur key questions were asked in the survey, but some of the contacts were of such 
' delicate nature that specific questions were omitted. The group queried (a tetal 
of twenty four) was comprised of eleven efficial Americans, three members of the 
lecal diplematic corps, two American clergymen, four American businessmen, and 
four Dominican citizens. Ne one who has lived in the Dominican ii public less than 
a year was appreached. Excluding Dominicans, the average length ef residence here 
of the participants is approximately three years. 


: 
The questions posed and their answers follow: “ 


(1) De you think there will be @ serious invasion attempt against the 
Deminican Republic in the next six months and, if so, would it be sucessful? 
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i Answer = Sighteen answered that they believed there would be no serious 
"invasion attexupt within the next six months and six indicated one is unlikely. 
Only one person predicted that an invasion wuld be successful if attempted. 


(2) How long will the present rezime survive? 


Answer - All but one person expressed the belief the present regime will 
survive until the Generalissimo becomes seriously incapacitated or dies. The 
average estimate before this would transpire, was approximately four years. One 
source thinks the Generalissimo would retain control for an indefinite peried 

3 om tho seriously incapacitated - in much the same fashion as Henri " 
\o/ Chr . -] (It is noted that Trujille's nother is repertedly 96 
years old and is still active.) 


(3) «hat will be the sequel to the downfall of the Generalissime with 
| respect to the assumption of authority? ~ | 
” 





\ | Brafted by darry ". Lofton, Charge d'Affaires, and john D. Ser“ield, 
/ 
‘econd Secretary oo the “"m>assy. 
. 

\7 2e ference i: t ” leader A* the laitiar wor of indernende: ce w' 
established a xinedom in northern “eiti in the first years " the nineteentr 
century. Henri Christophe suffered a pars) troke in 1°20 and committed 

, siicide iater that yeer when revolts broke out at news of his incapacitating 
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answer - Five sources said all ciitenten, are so far overshadowed b, the : 
Generalissimo that it is impossible to make anything e:proximatine an intellirent 
predictien. (me said sen danfis would take over on a permanent basis te ether 
with fresident Hector Trujille. To held out strongly fer the chances of Lt. 
General Jose Garcia Trujille. ‘he reuaining vast majority simply stated that a 
military junta would take over. Only two said this would be done without viclence. 
The prevailing sentiment was that a relatively short period of time ef tranquillity 
will transpire, accompanied by furious jeckeying for pewer behind the scenes, 
before the onset of inevitable vielence. 


(4) Will the governaent that eventually stabilizes the political situation 
be move or less cooperative with the United states than the present ene? 


answer - Nine answered mere ceoperative, nine about the SEND, and four less 
ceeperative. . 


Sumary of Survey: lest of the persons questioned qualified their remarks; 
therefore, the above is sowething of an oversimplification. A basic pattern ef 
expectation emerges, however, from a consideration ef this and other data avail- 
able. There will be ne serious invasion attexpt against the Deminican i,public 
within the next six months and if there should be one, it will not be successful. 
The present governeent, will probably survive until the death er serieus incapa- 
citation of Trujille. This is net likely to happen (barring death by vielence) 
within less than two years or more than ten, cut when it does a militery junta 
will take over after a period of vielence. Such violence will likely eccur within 
a year (or two at the outside) after the Generalissime's death and the emerzent 
military junta will prebably not include any of the Trujille fawily. Several ef the 
Trujille family now show a petential to assume control including Lt. General Jose 
Trujille Garcia and Brig. General Virgilie Trujille. Lxcept for one dissenting 
vote, all participants in the above survey ciscounted “Xanmfis" as a prospective 
political entity except, perhaps, transitionally. He is not popular with the 
armed forces, is not noted for perseverance, and is not thought te be highly 
motivated toward continuring in his father's footsteps. 


Comment: Although the majority of those queried did not predict it, there 
is enough evi-ence to suppert a predictien that the military junta possibly will 
set the stage for a more demecratic governsaent. Aecently, one of the reperting 
officers had a conversation with an influential professional man who essentially 
cerreberated the statements previously made by other sources relating to the role 
of the prefessional class in the post-Trujille era. 


He referred tc a “demecratic explesien" in the Latin American area and 
emphasized the existence of competent persons in Deminican society whe weuld be 
capable of giving a more demecratic twist to the Veminican Government when the 
time arrives. He also stated that his group of friends has undergone consider- 
able harassment in recent times. The crux of the matter is likely te be whether 
or not this croup can prevail over the insidious atteupts of the Communists te 
infiltrate Deminican power circles on Trujille's exit. 
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The Eebassy acrees with the views of the prefessionel mentioned above that 
there ne doubt exist: cempetent persons in Dezinican business and professional 
circles not only cepable of preducing, but undeubtedly desirous of a more 
dewecratic regine, but it is of the strong opinien that these greups are net now 
willing to risk or assist in a change. lWwmerous persons of these crours have 
repeatedly mentioned te :mbassy officers that they are most apprehensive in regard 
te the Cuban situation with particular e=phasis on the Cemeunist menace and the 
ebvieusly socialistic share—the-land-and-wealth procrams of Castro. 


The majerity of commercial an¢ professional Dexinicans probably harbor ne 
personal leve for Trujille as there are few that the 29 year Era has net touched 
in some wamer. They are, however, quick to exphasize their economic well being 
derives from the Trujille regime and openly state they would be most reluctant te 
move against it or effect drastic changes, even after Trujille's demise. They 
weuld prefer and will probably ceuand a transitien to a much more dexocratic . 
regime through which their persenal interests would continue te be protected. 





Felitically significant discontent exists in several segnents of the populatien. 

The Embassy does pet censider that such discontent is likely te erupt in evert 
revolution uncer present circuastances. Clements of cisccment have been discerned 
within the prefessional classes, the youncer military officer class (not considered 

_ to be extensive and difficult te estimate), the non-Trujille micdle class merchant 
greup, the well te de agriculturists ef the Cibae. Hecently, an imbassy officer 
has ebserved a nucleous of potential disaffection within the croup of high level 
business aseociates of the Generalissime. henbers ef the two latter crours must 
be classified as eppertunists who will swing with the tides of fortune. 


The Embassy considers the most impertant pelitical develepment since January 
1 affecting the Veminican Republic was the downfall of Datista, Castre's action 
in placing numerous military supperters of Batista before the firing squad doubt- 
less converted many Dominicans whe previcusly adhered to his cause te active 
enemies, through fear ef any Castro inspired actien against the Vominican 


sepuilic. 


The anticipation of viclence marking the end of the “Era of Trujille" inclines 
most people to “bear the ills they have rather than fly to others they know not of", 
particularly when the present economic and political situation is compared te the 
pre-Trujille one and the choice between retrecression and painful advance is 
ceonteaplated. There seeus little doubt that a greater degree of wnity was achieved 
by Trujille during the months ef January, February, anc larch of this year than has, 
been previously observed within recent years. Fear of Castre has prebably acconm- 
plished for Trujille what nothing else ceuld have. 
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Since the conference ef American ambassaders at wan Salvador an. the inter- 
vention of the OAS in Panama, this unity has dissipated somewhat, motivated pri- 
marily by the adverse economic picture and lessening tension. However, in view 
of the recent slight increase ever the previously existing rock bottom price for 
sugar and the encouraging upturn in the U.5. economy which sooner or later should 
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| be reflected in the exinican econeny, seme imrrovevsent in the econemic situation 





a ee AL — 
— rs 2 ge 








here is foreseen. Therefore, if the Deninican Government exercises even a modicum 
of restraint with respect to its purchases of weapons abroad, it appears probable 
that a reasonable decree of political stability may ce contemlated for the 
Deminican «public for the foreseeable future. 4 most imertant prerequisite 

for the lity of this prediction is that the vominican Goverment will take 

ne overt step te exacerbate its international probless. This unfertunately, 
cannot be guaranteed. A factor aururing well for the future, however, is the 
current absence of the bitter diatribes against Letencourt in the lecal press 
which appesreéboth before and since his inaucuration as iresicent of Venezuela 
and the tangible steps taken to normalize relations between the two countrics. 
The result of this caupaign are, however, problestical. 


The most influential group ef Deninicans teday consist of those who are 
wealtty industrialists anc property owmers and who have benefitted dircctiy from 
the Trujille recine. iecause of tueir iniluence, nusmers, an. popular suppert 
which they control, this group must be consicered in ay anaylisis of future 
political developuents in the Jominican <ejublic. ‘he recent policics of Castre queue 
have unocuestionably nad « profound effect cnd have noticeavly instilled fear in 
this inpertant elewnt. -uriny recent weeks wenbers cf tiuis sreoup have inciccted 
tc imbassy officers their stron: Lelief that if Trujilie were to weet his ceuise 
teday, ty natural causes or viclence, tuey an< their superters woul! through 
tne framework of the bouinican igrty supported uy the uilitery, ve adle to cone 
tinue for some time the sictus cue with a view to wedusl trensticn to a more 
desocratic governeacnt. hile mesd rs of this influential croup have lenz suprerted 
the Generalissi:iw, they have not indicated they; wish to continue indefinitely with 
A@afis or other we.ters of the fauily. ‘his group could be visualized as su>perting 
a ficurenead (perhaps i vesicent Hector Trujille) while moving toward a nore 
cemocratic govermeent similar to that of the ~onmzas in |. icaregua. 


hatever happens, @ most significant factor to bear in mind is the basic 
friendliness of the Dominican people to the United tates. There is unqucstion- 
ably a reservoir of goodwill toward the U.5. auong all levels of -ouinican 
society. At the time of the June 16 resolution of the -ominican Voncress te 
cancel aid agreewents with the United states, it was apparent fron nunerous 
indications that knowledzeable Vominicans <i< not agree with the official line 
attributing the Veminican iepublic's economic anc pelitical woes to the United 
wrtatese 


One final facter in the analysis of the peliticai future of the Deuinican 
Republic which should not be overleoked is the fact that the people are not now 
politically educated to accept denecracy as it exists in the United States. The 
person who emerres either from the ashes of the Trujille regime or frou a relatively 
peaceful transition must be a forceful leader, albeit not necessarily as dancer- 
ously leftist as Castro or extresely richtist as dictator Trujille. 
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In conclusion the inbassy must, perforce, qualify the above uy stating 
that dependable and objective Uerinican seurces ef inforstion, as in all 
tetalitarian countries, are scarce ani hard te find. 
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SUBJECT: Policy to Meet Contingencies in the Dominican Republic 





To determine vhat should be the policy end posture of the United States 
tovards the Douinican Republic with a view especially to preventing, if 
possible, the establishment of a Castro-like regime in the event of the end 
or fall of the regime cf Generelissiao Refael Trujillo before the end of 19. 


. 


In view of a dictinct possibility thet the Government cf Generalissiac 
Refeel Trojillo might face = crisis or fall before the end of 1960, it is of 
great importance that the United States work, vithout exposing itself to 
charges of violation of non-intervention commitmentc, towards aseuring 
ineofer as possible that any successor government is reasonably friendly 
to the United Ftates and io harmony with U. &. objectives for latin Awerica. 
In perticuler, the coming to power during the critical months eheed, <f «a 
Castro-like government in the Dominican Republic might very vell set in a 
motion s chain reaction, replecing the Goverment of Haiti and probably one 
OF more goverments in the Central American area vitb governaents more in 
consonance vith Castro's wey of doing thinge than ours. Cuch e devel«pment, —— 
e4de4 to the Panamanian problem, could give rise to - much more sericus “ 
situation in the Caribbean than ve now face end would serkously jeopardize oa 

> 
as 
bode 
- 





our chances of effectively dealing with the Cuban situstion. 


It will edwittedly be difficult for en experienced leadership friendly 
to the United States to fill the wecews in the Dominican Republic if and 
when the Trujillo regime goes, «nd we cannot be certain that anything ve 
enn do would sake couch a result certain. The euthoriterian regime which 
has governed the Dominicen Republic for a generation hes effectively Liqui- . 
Gated and enfeebled virtuelly el) potentially rival and democretic leader~ . 
ship while the current ‘anti-dictstorship feelings of Latin America and the a 
ineviteble urge to settle old scores upon the exit cf the dictator will tend ' 
to give an opening to the radical lendership supperted by Costro and, in r 
many cases, infiltrated by pro-Ccmmunist elements. [ 
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ing car policies, ections end etetenents prigerily towerds encoursg- 
them to be prepored to esteblish s succeescr governmert friendly to us 


a) In the event that the Generslissinc survives this period, mintein 
our objectives. 


our official contacts vith his covermeent at their present alavst sinimel 
l vhile discreetly expending our contacts vith accerate elenents end 
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ing 
end 





>) In the event that an attempt is meade to instell e goverment 
bringing *o pover members of Trujillo's fently or clique upon his lesving 
the ecene, recognize thet euch @ goverument is un) ikely to echieve stability 
eané vithhold recogniticn or support until it is clear thet there is «a 


a + 


NI KOILWIINENd YO CII4ISSV1930,, 









~ 


~~ rn 





Oy DS ee Bs 


> 


noe te 


pee its 


. 
e “*~ 


+ 
. 


, 
ys 
7 


’ 


*. 


- 
- 





« 
.’ 
~ * 
. 
o 


* 
. 
-_ 


» 

















BEST COPY AVAILABLE 


ee 


the Departacsnt, other egencies concerned, end th: 


epprove the policy outlined in porsgreph 2 above for tie 
et Civiéad Trujillo, 
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shown in the enclosure./ It i: 
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Mr. Gray) said the Stete Department had requested that this 
subject be considered by the Council on the tasis of a presenta- 
tion by the Departwent. He called on Mr. Merchant. 


ra 
~~ Ww 


CATION IN 


RELATIONS OF THE UNITED STATES" 


Mr. Merchant said the U. S. objective in the Dominican 
Republic was to seek to cnsure that if the present regime in 
that country falls, the successor regiwe will be friendly to 
the U. S. We want to neutralize the ability of Cuba to in- 
fluence any post-Trujillo regime. There appears to be little 
prospect of a Communist teke-over in the Dorinican Republic, 
although an internal revolution against Trujillo is possible, 
A post-Trujillo government sympathetic either to Castro or to 
Comounism would be dangerous from the point of view of the U. 5S. 
Our objective in the Dominican Republic, however, is difficult 
of attainnent because moderate elements who have opposed Trujillo 
are widely dispersed so that the only active anti-Trujillo groups 
in the area at the present time are either Cormounist or Conmunist- 
infiltrated. There are sove elements of hope in the profession- 
al, business and academic groups. Our actions in the months 
ahead will be designed to coalesce these groups. Mr. Merchant 
then read a staterent that he characterized as interval policy 
guidelines: (1) in the event Trujillo survives, raintain present 
official ccntacts with the Dominican Rejwblic and exjand our 
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contacts with moderate elements in the country prepared to ests>- 
ssor government 5 (2) if an attempt is made to eer ate 
into power upon the diseppeare "ce of a eahie 
exent hes little chance of achier- 
in the event of a seizure of joer : 
pt recognition and - | 




























o the new goverment j ( nt a pro-Castro 
sthhold U. 5- recognition if any 





support t 

goverment succeets Trujillo, with 

hope exists for a counter-move against such 4 government, but if 
ets recognize the new goverrunent in concert with 


d there had been 4 surprising coalescense 

in the Dominican Republic of moderate elexzents friendly to the 

u. S. and convinced t i jillo must be rade 
is position 


scon, Trujillo has 
has split wi h his som, 4 deyeloyment which may be the prelude . 
-essive DOVES. Mr. Stansjaske _ WY 
not a military assistence progre™ of $1.6 million 
4 that actually less than £409, 
nt had been sent under this prog’==- Any new 
military assistance program would be confined to spere parts. 

by The Vice President, said that bad 2s the situation ¥3s in the 
\; Dominican Republic, he felt the situation in Haiti 
It seemed to him that the situation in africa wes similar 
e situation in 


situation in Haiti. Mr. Dulles said th 
s worse than in FE 


Mr. Rubot tom sai 
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cussed the subject in the light of 
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Editorial Note 





Large mmbers of Dominicans were arrested in Jenuary 1960 on charges 


ipu lo. Inte 


w 


of conspirine to overthrow the régime of Generalissinc 
from Ciudad ‘rijiljo, January 25, 190, Ambassador Farland advised the Lenartment 
Lino Zanins, Chal ther 


peed poth—epessesers = present 


fa) 


* ” . 7 . 2 
of a rronosal received from the Panaei Nuncioso 


Ui as Z Z 
. i Ee | . - el ae ~ - ; z . as . ss aa? 
rusiiio with a NOE Alieabin— Lor gereral clemency for the bominican political 


. 
Prisoners. he telegrar stated further that Farland advised the huncio of the 
Gelicsey o® the J.5. sition regarding non-interverntion in the internal affairs 


of a nat! ¥ he telegram concl Wed, Nowever, [ assured Nuncio thot if! 
/ 


circumstance rop!¢ » Trior my ceparture i woud ‘nformally «xpress to GL 
nciples ‘nv -lved a ‘oresaid not n context e0 for Gir inution Caribbean 
ss 5 . , , Ar \ .4* 
litical problers,. 29. .O0/1e?5F mn telegrar 67 to Ciudad "r:4i io, *he 
epertrent c moded Arbassador Farland for hi nilir er the roach by 
the Papal “meio. “he telegram stated further, “Should 2% opportunity arise, 
Venartrent would not ject * issador’ nformal approsch (independent of 
ncio' anpropriate Ge2 o*ficia n rost creet wa ointing out that while 
- 6 tr nely i] her ‘ *~ * + -‘r ‘, rve ~ r) r — , ts fy Cc neerneoa ’ hae "wer lem 
of porsible general amnesty for humanitarien reasons a: rem point o* view 
e. . - 5 ome —_ n (9+ nfs ‘ 
0 Cc ‘ Ter ~~) i ne f are . \ 46 ij i” 60 ih 
‘ the six Noman Catholic bishé the 
, 5 . , 5 / A 
mn January “1, 1960, 4 torai letter 
netted ”Aak 7 4 ae . 1% wie t aay a ver he « “44 In¢ts ma fl 4 cere tna 
~ snican e DL1C was re Lf eo.i8d wf Ca! \ i c Se 4 Po .e 4r fa immed tit 


Ly g rights of Sreedom o° conscience, ef the press, and ef assembiy, am stressed the 


church's determination to alleviate the suffering of the Vominican people, and 
urged “eneralissino @ Trujiiio to end the excesses which plagued the nation. 
n March 32, in response to this pastoral let'er, Trujillo stated that he could 
not interfere with the judicial proceedings then underway, but added that he 


, 
Li @ 
would free a11 women held prisoner under sewgpapem cons>iracy cherges. 


os 


na synopsis o* State and -ntel igence rateriai rerorted to the Pfesident, 


dated Yarch 19, John “.). Eisenhower steted, “There respect ‘or an early 
improvement in the deteriorating churchestete relat ons in the bor'nican Republic 
’ 
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Today I accompanied Senator Smathers{[to remarkable interview Co \Y 
m . 


with Generalissimo. Also present were President Hector 
Trujillo, Vice President Balaguer, Secretary De Moya, Willias 
D. Pawley, and three members Smathers’ party. 


Senator initiated substance conversation by expressing 
appreciation for Generalissiao's support in United Nations 
generally and particularly against international Communisea. 
Said he recognized Trujillo had long been friend of United 
States. Generalissimo thanked Senator and remarked he would 
appreciate a little help now and then in his fight against —* 
Communists. Senator continued he well knew Generalissimo had 

done great deal for his country in many ways and compared 

progress now evident in Dominican Republic with. situation here 

prior to Trujillds time. Senator remarked that bearing in 

mind friendship which he had for Trujillo and former's respect 

for accomplishments already made, Senator would like see hie 

rise to even greater eminence. Said it seemed to him Trujillo 

had opportunity rise to heights and fame unparalleled by any 

past or present Latin American Dictator. This opportunity 

was to arrange while still alive for transition to moderate 
democratic government. Senator noted all mex had to die some- 

time for one reason or another and this would have to ha ' 
to Generalissimo eventually. What Smathers feared was that 
when that event occurred enemies of United States and Domin 
Republic would rush in during confusion as occurred in Cuba 
and that Castro type government which neither United States 









Generalissimo would like would take over. Generalissimo's ~¥,., 
comment was he did not believe his people so stupid as to wey 
such government. He noted there was President and Vice Presi 
and line of succession was therefore fully arranged. Commented 
he not eve. in line. Not allowing subject become diverted 
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=2-431,February 9, Oianitght,fsoa Ciuded Tréjillo (Secrrow-i-oF 2)— 


Smathers and Pawley both urged Generalissim to begin proaptly 
steps toward democratic government by holding free qunicipal 
elections. Ceneralissimo said there would first have be 
constitutional reforms but he would hold such elections within 
one year. Smathers asked if he might say this to press on 
leaving interview and Trujillo gave his assent. 


Pawley interjected that one political fact was Dominican people 

for most part were for their chief. Outside world did not 

understand government by parties was not possibile here under 
circumstances because Dominicans desired one party. Generalissiao 
agreed saying he had invited formation opposition parties but 
invitation had not been accepted - not only had he done this os 
recently but also at other times in past. De Moya pointed out 

next national election for President would come in 1962 and 

that popular surge had already begun for Generalissiao to be 

candidate latter nodded and remarked he had refrained froe 


saying he would or would not run. 
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Action awe — D 

L FROM: Ciudad Tyujille 16. 38 3¢ 22 aa, ty 

bs JO: Secretdry of State ee ten rom - fr 

CG NO: 431, February 9, sidnight,~ EE 

SF e227 

c —~— HZ 

4 PRIORITY? - yy 

Ik 

SB Pawley then brought up subject cf recent wave arrests here and j 
P called attenticn to strong effect this having in other countries’ “y) ~ 


TRC against Dominican Republic particularly in press. He suggested Pa 
CIA that chose apprehended for plotting againsc GODR had proved Vee 
OSD be misguided youths and they sbouid not be treated as hardened \) oo 
ARMY criminals. United States and many other countries would not | 
“AVY understand their being treated ax such. Generalissimo remarked ‘J 


Al those held were being tried according to Dominican judicial mw... 
eystem. He stated that they would have right of appeal and ne 
that until action in legal channels had been completed he would 7 


~/ 


not feel free to intervene. Pawley interposed he knew Dominican_ 


. 
' juridical system to be excellent and to be much like our own . yo 
except there was no jury trial. Senator Smathers said he knew - 
nothing about judicial process here but if this so he was 
making proposal that in order convince outside world justice J 


being done in Dominican courts some distinguished jurist such 
as District Attorney Envin of Florida be asked come to 
Dominican Republic to witness trials. Generalissimo said he a 
would welcome such jurist in Dominican Republic for this purpose. 
Pawley at first opposed this suggestion on ground no other : 
government would permit such thing but withdrew in face reply keke 
by Smathers that cther governments had better press than GODR 
and part of problem was *o convince press GODR was dealing 
justly. Generalissimo then told etcories about two past FD 
Dominican Presidents who, had been killed by persons whom they: . = 
roan 
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had trusted and favored. With this in mind he cv ifessed he was 
motivated by desire not te be killed, 


Following interview Generalissimo ushered all present to 

Chapel on Palace greund« and with usual skill at such operati 
managed have pictures taken being godtarber to dozens of babi 
while accompanied by Smathers and United States Charge d’ Affaires. 


PERMANENT This 
RECORD . copy must be returned to RM/ R central files with notation of actign takene 
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-- COMPTDENEIAT- 
-2—-434,-Febsuary 9, midnight,—fseu_Ciuded-Trojttto(sectton-2-oP 2. 
Considering that obvious purpose was to publish pictures showing 
Trujillo, United States and Catholic Church as happy triumvirate moses 
and considering this scene somewhat less than accurate as ed 


Department will appreciate from Embassy's previous Papeeseas 
this is one I preferred to duck but there was no escape. 


My understanding is Pawley, Smathers and De Moya expect be in a ss 
Washington toward end of week and Pawley plans call on President fat 9 
with Smathers to urge revised policy toward Trujillo. Their 

basic position is Generalissimo is bad actor in many ways but ° 

is with us against our Communist enemies and so should be 

guided and supported by United States rather than snubbed. 


Smathers called impromptu press conference following talk with eset 
Generalissimo, reporting material covered this message. In 

attendance were representatives United States and French press 

services, NEW YORK TIMES, US NEWS AND WORLD REPORT, LONDON 
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Reference Embassy 431. »— 


Following are Embassy comments on information reference telegram. 





Sénetor's approach to Generalissimo urging transition to moderate 
government was extremely weil done. It is obvious that to say 
’ such things to Trujillo who has little practice in hearing 
suggestions of this nature took skill and finesse. 


Embassy is not optimistic that Trujillo will satisfactorily 
fulfill any of promises made. He may hold municipal elections 
but if they are free and democratic Embassy will then admit to 
being wrong in its prognostication. He may allow jurist to 
come here to witness trials but Embassy confident he will not 
see trial such as that February 13 according to eyewitness 
accused had been subjected to harsh treatment between time 

of arrest and date of trial and where defense Lawyer played 
microscopic role. 
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Trujillo's remark to Senator, in Embassy's yiew showed either 
complete self-hypnosis or unadulterated cynicism. His remarks 
about line of succession and indication he was not even in 
line avoided main point Senator was making -- namely Trujillo 
alone has run GODR for 30 years and it was time arrange for 
democratic succession. Trujillo's straight-faced reference t¢ 
his invitation to opposition to form political parties must 
have been based on assumption Senator entirely ignorant of 
history Trujillo regime. Trujillo has cut down his oppositiogy 
ruthlessly throughoct his regizte and this largely explains why7 
thousands of Dominicans live in exile and why thousands to : 
Embassy's certain knowledge have applied (without success) fo 
passports to leave.DR. Embassy does not in least agree with 
Pawley's observation that not possible to form opposition 
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party here because everyone wants Generalissimo. Fear of 

economic and physical reprisals alone prevent formation of 

opposition parties especially among business and professional 

classes and Embassy knows this from those who would form such 

parties. Entirely possible if all heads in DR voted today 
peasant vote would still return Generalissimo to office. How- b+ 
ever, this by no means certain if free opposition political 

campaigns were allowed, including use of press, radio and 

television. 


Trujillo's indication of fairness of Dominican juridical system 

can only be justified by technical explanation. This system 

may be magnificent on the books. Operationally when measured 

against judicial practices in civilized western nations it is weer 
an outrage abounding in trumped-up charges, arbitrary arrests, 

search without warrant, and inhumane treatment of prisoners. 


Embassy believes policy question posed in penultimate paragraph 
Embassy telegram 431 comes down to decision whether we need 
Trujillo's help against international Communism sufficiently 

to support regime characterized by such unsavory practices. 

In Embassy view it will not be possible guide ;Trujillo to 
abandon the practices. Example is that even day after Smathers 
visit he gave press conference stating pastoral letter of 
Catholic Church was brought about as reprisal of Church against 
GODR for allowing freedom for Protestant groups to operate in 
DR. This is so ridiculous one can only marvel: at Trujillo's 
courage in making the charge. Already evident from this insofar 
as Smathers approach was invitation toward enlightened govern- 
ment practices, Generalissimmo has not yet been converted. 


| 





SUBJECT: Present Policy toward Situation in the Dominican Republic. 


The main criticiem I have to make about the present policy toward 
the situation in the Dominican Republic, as I understand it, is that it 
is essentially negative, whereas under present conditions I believe we 
need something of a more positive nature, 





Under normal conditions, if we had plenty of time to‘let events . 
take shape, it would be reasonable for us to say that our policy toward 

the Trujillo regime was primarily to make sure that it was not replaced 

by a Castro or Communist—dominated group. However, the course of events 
points in this direction and the pressure is growing all the time. It 
seems to me, therefore, that we should consider ways and means of encourag- 
ing a satisfactory transition from the present regime to one which will 


work toward the development of democratic procedures and of a means of, 
forestalling the efforts of Castro and others worse, 
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American Peace Committee in regard to the Venezuelan charges against 
the Dominican Republic as well as with reference to the possible moves 


This, of course, has a bearing upon our position in the Inter- : 
i in the Committee or other organs of the OAS directed at Cuba, 
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susject: | Policy Towards the Doninicedl Republic 





While all concemed, including Anbassedor Ferlend, would wholeheartedly ) 
agree with the point in your memorandump-that it would be cesireble to encourace NZ 
a satisfactory trensition from the present recime to one which will work tows rds \ an 


the development of "democratic procedures"-ethis has elready been cons idcred 
in very great detail, and the situation practically docs not c»xist that this can ~ , 
* pu 





be done within a period of, say, one year. The iceal is not in -harmony with 
the facts as they exist end there is, therefore, imposed on us the inescapable 


necessity over the next veer of assioning priorities between our "nzcative" o& 

a jective of kceping Castro out end our "positive" objective of working towards yy a\ 
@ more democratic regime. Unpleasant es it is, we must recoonize that we must \ ( 
preceriously ride both these horses as lono es we can but thet, if they come > 


to a perting of the ways when ea real possibility of ae Cestro or Cestro-type 
tekeover of the Dominican Republic exists, we must be prepered to jump = 
on the "stop-Castro” animal. 













With en eye to the longer term--and to death, assassinetion or revolition 
this yeare-we must of course work with all possible assets to assure that a 
suc Cessor government comes in which is friendly to us, stable, and as “democratic 
as Jominican realities will permit it to be. This is being cone insofar as 
possible, althouch we must recocnize that our overt activiticg--including those 
in the OAS--must necessarily be limited by the consideration that we should 
avoid giving the present government a too rough a shove down until-we reech 
en cStimate thet this would help achieve a U.S.-oriented rather than Castro- 
oricnted successor regime. 


We must, at possibly considerable cost, avoid making a wish father to an 
illusion. The key to the Dominican situetion is the growing, so-called 
"dissident" group of middle and upper middle-cless, professionel and business 
people who are normally U.S. oriented, Ardently as a cuick victory might be 
wished for them to end their troubles anc ours with Trujillo, a very detailed 
asses*ment--including a trip I made to consult with Ambessador Ferland in 
Ciudad Trujillo and deteiled consultation with all agencies concerned--lead to aa 
these conclusions; (a) the "dissident" croup does not now bave the cepability 
or orgenization to control any revolution it sets afoot, even if it assassinated 
Trujillo endfor escaped immediate suppression; (b) it event ha 
to de nd on decisive elements of athe Dominican Armed Forces--not ve 







such & covernment if 
although less malodorous than 
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the present one, would have to pursue firm internal policies end would be the 

obiect of i Cas ond Comuunist—stisckse—aslent iedemocratic" sand 

(c) unicss the U. S. were to decide on more or less open meterieal intervention, 

it will be meny months before eny actions of the U. S. could materially alter 

the situetion in favor of the "dissidents" and that premature action on their 

part sub jects them to piecemeal extcrmination, es so tragically show e«rlier 

this year. It would, in short, be en illusion to think what we aesire will . 
be possible any time soon. ‘ 











In the beckcround, unfortunately, is the necessity for us to choose-- 
if need bee- until something better is sveijable, between the continuation of 
Trujillo enc the essumption of power by a Cestro-oriented covernmnt. This 
is en extremely ugly choice, anu in selecting either we must stay et arns 
length if possible. However, we must be BERS EY V8 to the fact any of our 
actions which turn out to he more helpful to the assumption of power by «é ° 
Castro-type government than to a pro-U.S. cove coment would not only prolong 
the Cestro problem and be a severe blow to our security interests fut also 
eypose the Department to what micht well be the greetesteyet criticism from 
Concress end public opinion. Lael 
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Re: TRUJILLO 
A, PROBLEM: 
Increasing opposition both from within and without 
may lead to a co of the illo regime in the Dominican 
Republic. Such a with , chaotic conditions would 


bring further trouble for the United States in its relations in 
Latin America, and might be a prelude to the establishment of 
another Communist regime. 


B, OBJECTIVES: 


To induce Trujillo forthwith to take the necessary 
steps to insure a transition to constitutional government, with the 
effective prevention of any possibility of the establishment of a 
Communistic, Castro-like me. This transition would be 
accomplished through the offices of the United States, if 
possible utilizing the Organization of the American States. 
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C. BACKGROUND: 


1. She Geameonty of Sengerionens Beer Trujillo 

has been in power in the Dominican c since 1 > ae 

these years, although standards of living have been c 

within the republic illo has amassed a large fortune for the 
. Most of this fortune is invested within the 

Dominican Republic, substantial sums are believed to 

be held by members of the ly outside the Dominican Republic. 
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both dated March 21, 1960, 
\ Y/ This renorandum was trensritted to Eisenhover uncer cover of two letters, / 


the first addressed formally to "Lear Mr. President," the second a longer letter 


acdressed to "Dear Ike." In the second letter, Clark steted in pert, "You pmbabhly 
z 

remerter *he various steps vated Erol in 1955 to receive favors from Gereralissiro 

Trufillo for the United States. Consequently, Senerali:simo Trujillo xnows that 


I teve the vrivitege o” persons. friendship with you. ue to ry unique position, 


I telieve thst I may, es a private citizen, be able to work out a solution with 


ee. ae" 
4 


ererslissino Trujillo which would redound to the grest interests o* the United 


Stetes «s well as to the pe»ple of the Dominican Yepublic. If I fail, no harm 


oe omens 


dome, ‘ence ny memorandum to you." (Eisenhower Library, Whitman File, Dulles- 
terter Series) The reference to -lark's rrivate services in 1955 is unclear. 


The President “orwarded Clark's memorandm to Merter under cover of a 


ce ial 


letter dated March 21, 1960 which stated in part, "Plesse let me know vhat you 


think about the matter. I suppose that Rubottom ought to be the one to study 


+ <2 


+ 


is, tut 2 would like to keep it as confidential as possible.” (Fisenhower 


a 
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Librery, “hitman File, Vulles-Herter Series) A handwritten notation on the 


ae 


source text indicated that it was shown to Rubottom on March 72, 1960, 
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2. The climate for dictators has materially 
worsened in recent years. Trujillo knows his days of r are 
numbered. Further, he knows that no member of his y has 
the ability to continue the dictatorship. Trujillo desires to retire 
but, like all dictators, is in a quandary as to how to do it. 


3. Trujillo is a man of great pride and of great love 
of his country, his people and his family. Trujillo desires when 
he passes from the scene to insure the continuance for his people 
of their standards and to assure for himself in history the 
role of "El Benefactor."* On the other hand, with his love of his 
family, he seems to be equally determined to provide for the 
future welfare and safety of his family and of the members of his 
government. It is highly doubtful that he will voluntarily surrender 
power unless he can achieve both these goals. 


4. Although Trujillo has promised to hold free muni- 
one and two years, 
respectively, there is a strong possibi that he may be overthrown 
before elections can be held unless he takes positive actions to 
convince the opposition that he sincerely intends to permit the 
establishment of constitutional, democratic government. 


5. If Trujillo should abdicate or be overthrown 
unexpectedly, there is a strong possibility that bloody, chaotic 
conditions would prevail for an indefinite period unless steps are 
taken now for the prevention thereof. Possibly a radical, anti- 
United States, pro-Castro government would be established to 
replace Trujillo. Such a regime probably would kill or imprison the 
Trujillo family and friends, confiscate and nationalize all of Trujillo's 
extensive commercial Dominican enterprises as well as foreign- 
owned Dominican business enterprises, without compensation. 
Nationalization of the economy would seriously jeopardize any 
United States efforts to encourage free enterprise concepts, and 
Communistic practices might be firmly established. 


6. In order to forestall bloodshed, chaotic conditions 
and the possible establishment of a Communistic government in the 
Dominican Republic, it would be extremely desirable, if possible 
to induce Trujillo to retire, to establish a rovisional government 
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democratic form of government and, finally, to provide for elections 
within a reasonable period after his retirement. 


D. CONCLUSIONS: 


1. I believe there is a possibility that I may be able 
to induce lio to retire in a manner which would be beneficial 
to the United be illo knows better than anyone the foregoing 
facts. He has already cated that he desires to retire if a way 
can be found to accomplish it. I believe a simple but rather ingenious 
way could be found to accomplish this result 4 he S| 
mee en ode men ee at 
er the assets of himself and his famil within the Dons ican aay hwo 
which holdings would be administered for the benefit of the Dominican 





: 
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chaos could be removed if Trujillo voluntarily turned over to a founda- 
tion to be used for the good of the Dominican people the bulk of his 
fortune and if at the same time peaceful conditions within the Dominican 


Republic were safeguarded by the good olfices of the United States 
the Organization of the American States 


2. The foundation hereinabove referred to should be 
administered by internationally known United States and Latin American 
citizens for the benefit of the Dominican people. Tentatively, the 
following names have been suggested for trustees: 


Ex- dents Hoover and Truman of the United 
;. Peccident Lisceahowor-atter-t9tt— Od 
Ex-President Eduardo Santos of Colombia; . 
Ex-President Galo Plaza of Ecuador; 
President Kubitschek of Brazil (whose term 
expires this year); 
— Aramburu, former Provisional President 
Ex-President Ruiz Cortines of Mexico; 


possibly Raphael Trujillo himself. 
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Cthers present: Cecretary Herter 
; Mr. Aller Dulles 
General Goodp= ster 
° ad ° . . . . ’ 






. 
The President then discussed with Me. Merter and Mr. Dalles ; 
tions raised by a recent me:morancaum to him from Ed Ciark, NS 











There have apparently Soca Sere 
ious atrocities Sy the Trujillo regi.ce in recent cays. The peozle 
around Trujillo are turning against him. Trujillo's farcily has takea 


large sums of r-oney out of the country in recent Cys. 
— that regir.e may last as little as tirce wecks. 
that Castro or sor.ecne committed to Castro will come 
soon thereafter. We have no moderate susstitate for 7 

considerable merit in getting Trujillo out of tie countcy cad 
trying to mate a transition to some other government. 





0 


tr. iMerter clso t.ought that cn the whole the course of events favored 
by ltr. Clark seemed worth trying. He ssid we should not offer Trujillo 





The President s2id that if Clark takes a part in this, he should not say 
tat he has cny authority from the Presicent, or his even Seea the 
e* 
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resident said the project might go ahead. 
and that Clark would be acting on his own, 
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The 


It should be kept secret, 
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SUBJECT: Intelligence Note: Dominican Republic-—-Political Situation 


A rieing tide of discontent—the first serious threat to the rule 
of Generelissimo Rafael Trujillo--has been spreading through the 
Dominican Republic's influential commercial, professional and intel- 
lectual classes for several months, and has even begun to penetrate 
the urban and rural lower class, heretofore a Trujillo stronghold. ae 
Arising lergely from an economic crisis caused by low export prices 
and the tremendous drain of foreign exchange into Trujillo's frantic 
erms-purchase progrem, this discontent is reinforced by a virtually 
complete lack of civil liberties. Opposition feeling came to a bs 
head in January with the exposure of a conspirecy to assassinate the PM a= 
Generalissimo and seize power. He retaliated with e wave of political 
arrests, totalling in the thousands, which still continues. Concen- 
trated chiefly in the influential middle classes, the repression hes 
left virtually no Dominican fanily of any prominence untouched. 

The errests heave stiffened opposition sentiment, especially as news 
of the prisoners' mistreatment leaked out. At this juncture, the 
Church issued a strongly-worded pastoral letter on January 31 con- 
demning violation of civil liberties and celling for release of the 
prisoners. Trujillo, unwilling to back down or to cross the 
Church, edopted a temporizing stance. The Church, however, remains 
adamant and hes issued a second forceful pastorel letter. 


The Generalissimo is thus et an impasse: any real concessions 
on his part could be regerded es a sign of weaknese and encourage 
further demands; yet only some degree of real political freedom will 
now remove the opposition feeling which threatens his regime, 
Although it is probably even now not too late for the self-styled wer 
"Benefactor" to resolve this political tension by making a grand 
gesture of renunciation, his pride and stubbornly unyielding nature, 
typical of the dictator, militate against eny such solution. The 
current impasse will thus probably continue until Trujillo's regime 
suddenly shatters from the strain of its own inner tensions. While 
neither the dete nor the manner of such collapse can be predicted, 
it is clear that the regime's prospects have materially declined 
since last December, when the belief was expressed in a listionel 
igence Estimate that Trujillo would remain in power ; 

| An increasing number of local observers claim that the 
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nation will soon experience a total economic collapse, According to 
recent reports, as yet unconfirmed, members of the Trujillo family 
have made massive withdrawals (one report sets the figure et $46 
million) from the government Reserve Bank although it is not considered 
likely that the Generalissimo himself will flee. 


In typical strong-man fashion, Trujillo has not permitted the 
development of any alternative leaders. The military does have its 


share of ambitious men, but none with the reputation or personal 

following to lead a one-man government. It will, however, remain the 

locus of power in the Dominican Republic and will be the key to 

success for any new regime--unless the services are torn by an armed 

fectional struggle, in which case there may well be no effective 

government at all. The attitude of the military in general, or of ° 
its key leaders, is not definitely known. Many of the younger officers 

and at least some senior officers are reportedly sympathetic to the 
opposition, although the bulk of the military is probably loyal. 

However, the militery will not follow Trujillo blindly to self- ame 
destruction, At some time in the not-too-distant future, Trujillo's 
cause may well appear lost and he could be turned out with his family 
in relatively bloodless fashion by his Generals. 





Facet 
The nature and viability of a successor administration are 

difficult to predict. Dissident sources have proposed e predominantly ~ 

civilian provisional junta, to be composed of one high military 

figure, a respected civilian, and a high Church official as leader. 

The perticipation of the military and the leadership of the Church 

should insure a relatively stable and conservative government to 

which anti-Americanism would not be a major issue, Although the 

eppeal of Castro and of his leftist radicalism is not now strong in 

the Dominican Republic, much leftist sentiment is concentrated among 

the exiles, who include some Commmists and sympathizers. Their 

influence in a successor regime would not at first be important but 

many local observers predict that any new administration would soon 

collapse, amid bloody disorder, Radical sentiment would surely se 

develop in such a milieu, end intervention, in one form or another, sie 

by the Castro regime in favor of a leftist faction or leader mst be 

considered a possibility. 
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C. Mr. Tulles reported that in the Dominican Republic, Trujillo's 2 
; position continued to weaken and was now quite precarious.f£ The — \o} 
wholesale arrests ordered by Trujillo last winter had affected : 
i 


almost every prominent family in the DoalnicarRepublic.Although 
. these arrests had broken up the plotting against Trujillo, they 
had at the same time weekened the dictator's position. Mr. Dulles 
thought that further attempts would be nade to kill or oust 
Trujillo. Relations between the governnent and the church were 
rapidly deteriorating. Mr. Dulles pointed out incidentally that 
the attitude of the church in the Dominican Republic was quite 
different froa the attitude of the church in Cuba. The economic 
Situation in the Dominican Republic was worsening. Business is 
stagnant and international financial sources are drying up. The 
government has resorted to verious subterfuges in an attempt to 4 
improve its precarious financial position. Secret«ery Catesfasked VA 
whether it was true that Trujillo was one of the richest mén in 
the world,with more money than the Dominicen government. Mr.Dulles 
said this statement was true; Trujillo was reported to have milked 
the Dominican Republic of $400 million, an estimate which was 
probably exaggereted and should be scaled down by one-half or two- 
thirds. Secretary Anderson said he understood that $44 million 
in gold had been recently removed from New York benks by the 
Doninican Republic and had been pleced in the Bank of Nova Scotia. 
Mr. Dalles caid he had a detailed report on the financial situ- 
ation of the Dominican Republic,all the details of which he would - 
not read. However, it appeared that the Dominican Republic now 
held $15 million in gold and that it had incurred a variety of 
chbligations; for example, a $16.5 million loan from the Bank of 
Nova Scotia secured by the sugar crop. The Doninican Republic 
hed also drawn $7 million out of a $11.5 million credit with the 
International Monetary Fund. Secretary Anderson said the Inter- 
national Monetary Fund's dealings with the Dominican Republic 
might present a problem to the U.S. The Dominican Republic now 
had drawn so much from the Fund that it could only draw in the 
future $2 million every 90 days without consulting the Directors f 
of the Fund. If the Dominicans should want to draw more than 
$2 million every 90 days, the question would erise es to how the 
U.S. Director should vote when the Dominican Republic undertakes 
the necessary consultation with the Fund. 
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Mr. Dulles,contimiing his briefing, reported that Trujillo, '. 
apparently not realizing his position, is not anticipating an : 
early fall from power and is apparently not planning flight. | 
The Dominican military forces have apparently been repelled by 
the excesses in Cuba and may believe they will be compelled to act 
egainst Trujillo before the radical pro-Cestro elements,which 
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‘Noted and discussed the statement by the Under Secretary of 

Stete that the position of the Trujillo regime is deterioreting 

more rapidly than was enticiyeted et the time of the Departzent . 
of State presentetion on Jenusry 1%, 1960 (NSC Action No. 2178). 
Therefore, alternetive policies in the event of an early col- 

lapse of thet regime were being actively considered by the 
Department of State, and would be the subject of consultation 

with the Department of Defense and the Joint Chiefs of Staff. “ : 
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Flt ; are daily increasing in strength, take over the goverrwcnt. If 
ae ' there is ea gap between the deyarture of Trujillo and the estab- 
lishsent of the new regime, the radical pro-Castro elencnts 
:might heave an opportunity to seize power. If the army dors vot 
hold off these redical ele=ents, a period of cheos night ensue . ; 
Mr. Dulles believed that Trujillo's downfall might not occur _ ’ 
for weeks or even months but,on the other hend, the situation 
might become critical at eny moment. 


The Vice Presf{dent wondered whether the worst outcome of 
the situation in the Dominican Republic would not be a teke- 
over by the pro-Cestro elements. He also wondered whether ve 
were doing everything possible to support other elexents. Mr. 

Dulles said the difficult question wes thet of leadership of 

moderate elesents in the Dominican Republic. The vice president ' 
of the Republic might be able to assume power or the principal | 
military officers might govern through e military junte. Many : 
prominent anti-Trujillo Dominicans vere in exile. Mr. Dillons 

seid this government was following the situation in the Dominican i 
Republic closely and intended to try to prevent seizure of pover ' 
by eny pro-Castro group. This would involve working closely with | 
the CAS. The Vice President believed that we could not let Castro } 
or a pro-Cestro group teke over the Dominican Republic even if ' 
ve had to intervene in order to prevent such a takeover. Mr. 

Dillon felt that in order to intervene we would need en invitation. 
The Vice President feared that the old story was being repeated 

in the Dominican Republic; that is, the pro-Castro elenent was 

the only minority group with strong leadership and definite od- 
jJectives. Mr. Dulles said there was a group in Venezuela which 
would like to move into the Dominican Republic and take over the 
government. Mr. Dillon believed the Castro element in the Doninican 
Republic was not strong enough to assume control of the government 
without support from Cubs. It was, accordingly, very importenot 

that the U.S. be prepared for rapid action. The Vice President 
agreed that it was very important that the U.S., if necessary, 

take rapid action to prevent any move by Castro to seize opr 

in the Dominican Republic. 


~ 








Mr. Dulles said the situations in Haiti and Venezucla vere 
being affected by the situations in Cuba and the Dominican Republic. 
Betancourt, it is reported, has made a deal with the army whereby 
he will abandon government by coalition, will rule Venezuela vith 
his own party supported by the army, and will take action against 
the cosrsunist movement. However, it is possible that the cocmnists 
know of his plans and may teke action to thvart then. - 
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in the Caribbean. If Trujillo could be removed from power in the 
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- lements were prevented 
Dominican Republic while pro Castro e 
from seizing power in that country, our enti-Castro - “Pe 
throughout Letin America would receive @ great boost. 


Vice President agreed that getting rid of Trujillo would be yo. 
~ a fevorebdle developsent for us. ? \ 
’ 
’ 


ae 
’ . 


hoted and discussed recent cevelopoents with regard to the 

Situation in the Doainican Republic, with particular refer- 
‘ 4 ence to the importance of secking to prevent anti-Castro ' 
and anti-Amcricea eclezents from seizing power in the cvent 
of the collapse of the Trujillo regine.' 
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Svecial National Intelligence Fstimate 


THE OUTLOOK FOR THE DOMINICAN REPUBLIC . 


YY- /S0F 


eashington, Apr bh, 1°70, 


THE PROBLEM 


To estimate political prospects in the Dominican Republic in the light of recent 


developments. 


THE ESTIMATE 


The Trujillo Regime 

1. In our last estimate dealing with the 
Dominican Republic (SNIE 80/1-59, 29 
December 1959, paragraphs 7, 53-60) we 
stated that the 30-year Trujillo dictator- 
ship was in trouble, but concluded that 
it probably would remain in power 
through 1960. Since then anti-Trujillo 
sentiment has gathered momentum and 
the regime's prospects have materially de- 
clined. We cannot predict the time or the 
circumstances in which the regime would 
be likely to come to an end, but this could 
happen before the end of the year. 


2. A notable change in the country’s po- 
litical atmosphere has developed since 
the wholesale arrests in January, in 
which members of almost every promi- 
nent Dominican family were seized, in 
many cases with great brutality, and 
subjected to heavy fines and jail sentences. 
Drastic action may in fact have been 
necessary to break what appears to have 
been an extensive revolutionary conspir- 
acy; precise information as to how far 
plotting to overthrow Trujillo had pro- 
ceeded is still lacking. However, the mag- 


> _—_———_— — eee 


nitude and severity of the government's 
crackdown revealed the regime's nervous- 
ness, made it more intolerable to leading 
elements in Dominican society, and alien- 
ated the Catholic Church. The latter is 
now Trujillo’s most outspoken opponent 
inside the country. 


3. Continuing arrests and new trials of 
alleged plotters suggest that public un- 
rest is spreading. Within the armed 
services, which remain the mainstay of 
the regime, a few new signs of rivalry 
and dissension have appeared; six army 
officers have been imprisoned and an air 
force officer is the latest in a series of de- 
fectors. The arrest of close relatives of 
high-ranking officers and some terrorist 
activities directed against individuals in 
these forces are probably also having an 
adverse effect on their loyalty to Trujillo. 


4. Since our previous estimate, the eco- 
nomic situation has deteriorated further. 
Business is stagnant, and an increasing 
number of people are suffering economic 
hardship. In addition to some flight of 
private capital, members of the Trujillo 
family are reported to have made sub- 


\Y According to a note on the cover sheet the fo'lowing organizstions 


perticipated in the prepsration of this estirate: the CIA and the intelligence 


organizetions of the Departments of State, the Army, the levy, the Air "orce, and 


the Joint Steff. 
April 2G, /F@O- 


The U.S. Intelligence Bosrd concurred in this estimste on 
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stantial withdrawals from the national 
reserve bank—a development which 
might seriously weaken the government's 
financial position. Even if these reports 
prove unfounded or exaggerated, the 
spread of rumors that such withdrawals 
were taking place would obviously con- 
tribute to a decline in public confidence 
in the regime. 


5. On the other hand, Trujillo himself 
shows no signs of relinquishing control, 
and there is no information to indicate 
that discontent in the military is wide- 
spread. The plans of the internal opposi- 
tion probably have been set back by the 
regime's repressive measures. The nu- 
merous exile groups lack cohesion and 
effectiveness, despite the encouragement 
and support given them, not only by 
Castro, but also by moderate leaders such 
as Venezuelan President Betancourt. 
There are deep divisions between pro- 
Communist and anti-Communist ele- 
ments within these groups. 


The Succession 


6. The character of the regime which will 
eventually succeed Trujillo will depend 
upon the time and circumstances of Tru- 
jillo’s departure. In present circum- 
stances, we think it unlikely that Trujillo 
will be overthrown by a Castro-type in- 
vasion or revolution. It is more likely 
that Trujillo will eventually be forced to 
leave by the military acting with the 
encouragement and support of the upper 
and middle classes and the Church. The 
longer his departure is delayed, the more 
explosive the situation is likely to become. 


7. Castro has already failed in an attempt 
to overthrow the Trujillo regime through 
an invasion by Dominican exiles with 


Cuban support. His agrarian reform pro- 
gram has had no appreciable impact on 
the Dominican peasantry, who remain 
generally unaware of it. They generally 
still regard Trujillo as the Benefactor. 
The upper and middle classes, though 
increasingly disaffected toward Trujillo, 
are repelled by the excesses of the Castro 
regime in Cuba. The military also are 
repelled by what they have seen happen- 
ing in Cuba. Thus there is now in the 
Dominican Republic no important ele- 
ment likely to support a Castro-type in- 
vasion or revolution. 


8. Nevertheless, tension is rising in the 
Dominican Republic and the eventual 
fall of the Trujillo regime will be increas- 
ingly anticipated. In such circum- 
stances, persons of property and military 
officers, apart from Trujillo’s personal as- 
sociates, will become increasingly anxious 
to effect a change of regime before un- 
controllable disorder develops. At the 
psychological moment in this progression, 
it would be in accord with Latin American 
custom for the military to call upon the 
dictator to depart before the situation 
got out of hand. In such matters, how- 
ever, timing is of the essence. A prema- 
ture move could be fatal. On the other 
hand, to hesitate too long would permit 
an uncontrollable situation to develop. 


9. If its timing were right, a junta with 
military, upper and middle class, and 
Church participation could probably take 
over the Dominican Republic without se- 
rious resistance. Such a junta would 
probably also take over in the event of 
Trujillo's flight, natural death, or assas- 
Sination. Once in power, however, such 
a regime would face serious difficulties. 
The fall of the dictatorship would entail 
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a considerable amount of disorder and 
confusion. Although its fall would mean 
liberation to the upper and middle classes, 
the new regime would not automatically 
command the support of the urban prole- 
tariat and the peasants. Returning ex- 
iles, who are generally radical in their 
political views, would probably seek to 
incite these elements against a moderate 
government. Within the government it- 
self, there might be a struggle for power 
between military and civilian elements. 
Finally, the Trujillo family has so domi- 
nated the Dominican economy that the 
confusion attendant upon their sudden 
departure would probably worsen an al- 
ready bad economic situation. 


10. Although Castro is probably inca- 
pable of overthrowing the Trujillo dicta- 
torship, the political turmoil which would 
follow the fall of that dictatorship would 
afford him opportunities for political in- 
tervention in the Dominican Republic. 
Castro would certainly do all in his power 
to incite the masses against a moderate 
regime and to call for a radical revolution 
on the Cuban model. Unless a moderate 
Dominican government received prompt 
support from sympathetic governments 
of an undoubtedly liberal character (Ven- 
ezuela, for instance), Castro might 


emerge as the ultimate victor. 
US-Domini Reloti 

11. The fall of the Trujillo regime would 
present new problems in US-Dominican 


relations. Even among moderate opposi- 
tion elements, there is considerable re- 
sentment of past US support for and fail- 
ure to intervene against the Trujillo dic- 
tatorship. Furthermore, almost any new 
regime would feel a need to demonstrate 
to the Dominican people and to other 
Caribbean peoples that it was not under 
US domination. However, a moderate 
government would also be in desperate 
need of US assistance. If the US were to 
render essential aid discreetly, while tol- 
erating occasional demonstrations of Do- 
minican sovereignty, such a government 
would probably cooperate in fundamental 
matters. If, on the other hand, a Castro- 
type government were eventually to come 
to power, the US would inevitably be 
presented with problems similar to those 
iit has with Cuba. 


12. The Trujillo government has declared 
that it will not renew its missile tracking 
station agreement with the US at its ex- 
piration in 1961. This may be an attempt 
to extort US support for the regime in its 
present difficulties. If Trujillo should fall 
before the expiration of the agreement, 
the attitude of a successor regime would 
depend on the contingencies set forth in 
paragraphs 10 and 11 above. A moderate 
government would probably feel obliged 
to demonstrate Dominican sovereignty, 
but would also be influenced by its need 
for US aid. A Castro-type government 
would probably denounce the tracking 
station agreement. 
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Others present: Secretary Dillon 
Secretary Rubottom 
Ambassador Farland 
General Persons 


General Goodpaster 


The President began by saying that he was being bombarded by people 
who are opposed to Castro and Trujillo. Mr. Pawley and Senator 
Smathers were in his office earlier in the day on this matter. 
Smathers has an idea that Trujillo wants to get out, and that this cana 
be arranged if we are skillful -- i.e. that there can be a changeover 
without Castro-type forces coming into power. This would, how- 
ever, take time and care to bring about. 


They had added that there now exist juntas with planes already 
chartered, in Miami, Cuba, Puerto Rico, and Venescuela ready to 
pounce at the first sign of weakness. They think public opinion 
toward Trujillo both among the people and in the Army is favorable -- 
that he is regarded as a great benefactor. They sce the great danger 
as being from abroad, a revolutionary movement of the Castro type, 
linking up with some people -- definitely in a minority -- in the 
Dominican Republic. The President said their idea is that a group 
of political scientists, about four in number, of recognized reputa- 
tion could come into the Dominican Republic and supervise an elec- 
tion. They think that Trujillo should promptly announce the holding 
of free elections. These men could invite the UN in to observe. 

The idea is that Trujillo is ready to do this, but first he must be 

left alone for a while in order to bring it up. 


The President went on to say that Mr. Pawley had charged that the 
U.S. Government is trying to bring about a breaking of relations 
of Peru, Colombia, and Venezuela with Trujillo. They claim it 
must be recognized that Trujillo has brought stability and progress 
to the Dominican Republic. The President said that Pawley seems 
to have a pathological hatred for Castro. Senator Smathers is 
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genuinely concerned over the whole situation. The critical thing 
seems to be their idea that Trujillo must announce elections and 
govern until a mew group comes in, with the UN or the OAS super- 


vising theee elections. The President thought the State Depart- 
ment should keep this matter under the closest attention, and should 


definitely not engage in trying to stir up other Governments against 
Trujillo. 


Mr. Dillon said one of the primary questions is whether in fact 
to step aside. He told the President of a report 





Trujillo, ould not step aside, and in 
id not plaa to retire "before the year 2000," Trujillo had 
said that whon Senator Smathers was there he talked only in a very 
rar.bling way <bout elections, which Trujillo had planned long ago. 
Mr. Dillon said the point is that we are fearful tiat Trujillo will 

not hold fair elections aad we do not want our Government asso- 
ciated with some farce. He weat on to say that we had nothing to 

co with the breaking off of relations with Trujillo by Latina American 
countries. Colombia and Venezuela have done it because he fostered 
the invasion of Venezuela. Mr. Rubottom stated also that we had 
nothing to do with the breakiag off of relations. He added that the 
Colornbians make the point that having done this they are in a botter 
position to break off relations with Cuba later. 





Ambassador Farland then said that Mr. Fawley is not disinterested 
in this matter. He had disposed of his holdings, but retains a richt 
to reacquire them. In addition, a brother continues to retain major 
holdings there. Mr. Farland said that he had tried to get Trujillo 
to step aside some time ago and that, after agreeing, Trujillo simply 
did not and would not do this. The main point about elections is that 
the dissidents, «ho would ren in these elections, cannot raise their 
heads. If they were to try to campsign or to raise issues, Trujillo 
would not allow this to be done. If Trujillo is associated in any way 
with elections, the man in the street would have no faith in them. 
The President said he had been told that in the trials he recently 
held, Trujillo had caid he was ready to invite observers to attend, 
Sut failed to mal.c cood onthis. cle agreed that the key is whether 
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Ambassador Farland said that the economic situation is now deterior- 
ating rapidly. The Dominican Republic is basically a very prosperous 
little country, but now, however, Trujillo has gained possession of 
all the sugar interests. The dissident group are “sitting on their 
pocketbooks” and Trujillo, because of the recent fall in sugar prices, 
can now get no credit. Much of his money is in the form of local 
sugar plants. He said it must be recognized that Trujillo has done 

a great deal for this country. Me said that if he were to run tomorrow 
he could be elected. The fact is that he controls all news outlets, and 
it would be a year before {ree elections could be meaningfal. 











Mr. Rubottom said that Trujillo is involved in all scrts of efforts all 
over the hemisphere to create disorder. The President commented 
that Castro is also, and he would like to sce them both sawed off. 
Mr. Dillon commented that the State Department is about ready to 
propose some additional action against Castro. 


~ 


General Persons commented that if there were an invasion of the 

1 #ominican Republic from the outside, Smathers and Pawley think 
that Castro would come in. Mr. Rubottom recalled that under the 
existing military contingency plana we would send in our forces into 
the crea to keep Castro out. 


eb. ie 


The President said that the problem is to find a way to give a chance 
for a new party to form. Mr. Farland said that various members of 
the underground had been in touch with him for two years or more. 
They are very anti-Castro, but they fear that Castro would try to 
carry out a coup after a junta came in. The President commented 
that if a junta were to act, the Army might joir therm. to get even 
with elements of the palace guard. 
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Subject: Report on Dominican Republic by 
Inter-American Peace Committee 


In February 1960, Venezuela requested the Inter-American 
Peace Committee to investigate the alleged flagrant violations of 
human rights in the Dominican Republic that have contributed to 
international tensions. The Committee, in acting on this request 
under the authority granted it by the Meeting of American Foreign 
Ministers in Santiago last August, was unable to obtain the 
permission of the Dominican Government to visit that country, but 
gathered information from other sources, including Dominican exiles 
who had recently left the country. 


The Chairmanship of this Committee rotates annually and it 
happens that the United States has the Chairmanship this year. 
The Committee has now decided to issue a report on this matter, with 
the Chairman, Ambassador Dreier, given the responsibility of having 
the first draft prepared for the Committee's consideration. In 
accordance with the general sentiment of the Committee members, it 
is anticipated that the report, after reviewing the Committee's 
action in the case, would conclude that flagrant violations of 
human rights have taken place and continue to take place in the 
Dominican Republic, involving imprisonment for political views, 
inhuman treatment of prisoners, and suppression of basic rights 
such as free speech and assembly. The report would state that this 
situation has in fact contributed to international tensions in 
the Caribbean area through aroused public opinion, stimlation of 
activity by Dominican exiles, and retaliatory maneuvers by the 


Dominican authorities. 


It is unlikely that the members of the Peace Committee would 
agree to a less forthright presentation than that outlined above, 
in view of the notorious practices of the Trujillo regime and the 
present state of opinion in the Latin American countries. Purther- 
more, a frank facing up to the Dominican situation by a Comittee 
in which the United States plays a prominent part would, in the 
Department's opinion, be favorable to our general political posi- 
tion in the Hemisphere and helpful to our subsequent efforts to 




















BY - ssIb 








have the Peace Committee face up similarly to the Cuban problem. 


I am attaching a brief description of the functions of ‘the oy, 
Inter-American Peace Committee. -— — NS 


Le 


Acting Secretary 
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Subject: General Clark's Role in U. S. Policy Toward 
the Dominican Republic. 


After General Clark had indicated that he could not come to the ; 
t on the afternoon of May 24 or the morning of May 25, he t.-*3° 
accepted Mr. Rubottom's offer that I ride out to the airport with . -t 
him at noon today to brief him about developments with respect to 


the Dominican Republic which affected the plen on which he had been 
working. 


Accordingly, I had a talk with General Clark at the National 
Airport. Following Mr. Rubottom's instructions, I told him that the 
Secretary had wanted Mr. Rubottom to bring him up to date with respect 


_-_ — 


to certain factors bearing on our planning for the Dominican Republic: 


1. We had had a number of indications, confirmed by our ~ 
consultations with Ambassador Farland here, that the Generalissimo 
hadno intentions of retiring from the Dominican scene but that, 
‘on the contrary, he intended to go forward with plans for an 
opposition party and elections solely as window dressing. In 
this connection, I showed General Clark an extract of a conversa- 
tion recently held by an American with the Generalissimo in 
which the Generalissimo had stated that he would not even con- 
sider the proposal made to him by General Clark. The General- 
issimo had further said that when General Clark had asked him 
when he would retire he had not answered, but that he did not 
expect to retire before the year 2000. 


> ~ 





2. 


sel 


os a 


2. We could assure him that contingency militery planning 
with the Pentagon was well advanced and that, in fact, the U.S. 
was prepared to move when and if the President decided. 
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3. We felt that it was now necessary to develop a concrete 
solution on the assumption that we would not have the coopere- 
tion of the Generalissimo. I said that we were working on this 


within the government, and--since I did not in any way indicate |? 
he would be consulted--he should have got the inference that oe 


there was no role for him at this time. on 
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comments were as follows: 


1. He still strongly believed thet the Generalissimo would 
leave the Dominican Republic if inducements were held out to him 
to do so. He felt that in the approach which he had made he had 
been so restricted by the e Department that he could not offer the 
Generalissimo {nducements--such as U. S. cooperation in settling 
him elsewhere and in having him appear before the OAS--which would 
make it attractive for the Generalissimo to leave. He thought that 
the possibility of the Generalissimo's leaving voluntarily should 
not be ruled out until we had made concrete and official offers 
to hin. 


2. He felt that contingency planning was not sufficient; 
the U. S. must have an active plen to remove Trujillo from the 
scene if the situation were not to drift to our disadvantage. 


3. He felt that, after working with us, he had presented a 
plan which the President had approved in the presence of the 
Secretary, we owed it to the President not to leave the matter 
dangling and to put before him a detailed plan in writing. He 
(General Clark) would do his best to go along with such a plan 
but_ would dissent from it if he felt that he hac to do so. He 
clearly indicated that he expected at some later stage to get 
together with the President and the Secretary to approve A 
final plen for the Dominican Republic. 


I had only a short time to reply to these comments, but did say 
that I was sure everyone was concerned with moving ahead and that the 
President was being kept informed. 


As the General was boarding the plane, he said that we should both 
reflect further on these matters and that I should call him when he 
returned to Washington next week. 


COMMENT s 


I did not feel it my place to tell the General that he would be 
excluded from further phases of planning with respect to the Dominican 
Republic. It was clear, however, that he expected to continue to play 
a role in this matter, that he believed the President had approved his 
plan, and that--if it is not intended that he should continue to play 
his role--he will have to be told so at a high level. 
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I have scarcely been eat my desk for two weeks and hence I 
have not had time to get into the Dominican problem in the depth 
that I will do in the near future. My first impression is that : 
the problem of dealing effectively with Trujillo was made more 4 
difficult by the reluctance of the Foreign Ministers at San José ! 
to go along with a realistic program designed not only to bring 
ebout orderly elections but, equally isportant, to insure an e 





orderly transition to a genuinely democratic regine. 


The latest I have is that the Brazilians may be planni 
some kiné of an OAS committee to “observe” elections and while 
I would like to hear more about this if and when Brazil actually 
makes a proposal along these lines before coming to any final 
Gecision, I am afraid that this would be a “whitewash” operation | i 
which would not do credit to anyone connected with it. 


If there is not going to be effective multilateral action i 
and if we are limited by our non-intervention conmmitaents in 
what we can do unilaterally, the question comes to mind as to 
whether there is really any chance of convincing the Generaiissiao 
that in his ow cat a —. oo strength and depth of 


popular feeling throughou re on the icon of his , 
 Gictatorship----he shoul, AY = te for a j 
rovisional government pub licly commit lding elections } 
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a date certain, leave the country with his family and official 
entourace so as to permit an orderly transition to an anti- 
communist democratic regime to take place. There are a lot of 
poowee in the States who easensty sincerely believe that the 

ralissino — be induced to leave. I doubt it myself but 
I am also aware t 


sengnen which it would be difficult to prove 
of dt. 





this is a matter estas OS tone . , | 
venture : | 
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I should like on a very personal and confidential basis to 
have your views concerning es and, in particular, who the 


best intermediary t be. Por example, the name of Wilbur 
rrison, Vice President of lefties uote by Ai s, has been 
ted. If the United States 
alone another suggestion is that several AB. m States aight 
get together and —y ~ the Papal Nuncio to have a try at convincing 
the Generalissimo. In elther case, I se it would be 


necessary for the emissary to state that speaks with the 
knowledge of the United States or the group of American States 
as the case be. I am rather inclined to give something like 
this a try on theory that if handled rly we don't have 
& great deal to lose and may gain sensthine. 


Pinally, I believe there is a real r that without some 
orderly plan of transition there is a real that pro- 
communist types would take over. I am not sold on the theory that the 
end objective ought to be a bloody revolution to overthrow Trujillo. 
I think eve ing we do should have as its end objective not 
vengeance but the creation of a decent democratic government in 
the Dominican Republic. 





Please let me have your comments -“ the foregoing as soon 
as convenient. 


Sincerely, 


Thomas C. Mann 
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Dear Tom: 


I was gled to reoive your letter of October 10/ and to know that 
you have been able to give your personal attention to cur problems 
here. I knew you soon would, tut I have also teen fully eware that 

we were competing with any muster of other problems all demanding your 


immediate consideration. 
I am in full agreement with your inpressior thet the problen of 


Gealing effectiwly with Trujillo was mede more difficult by the re- 
luctance of the Foreign Ministers to go along with a realistic program 
designed to bring ebout orderly elections and ensure an orderly transi- 
tion to a genuinely democratic covermment. The important word in that 
sentence is “realistic” and 1 am sure that is why you inserted it. 

et This means 
that we must not fall into Trujillo's trap of being satisfied with 
measures which legalistically remove him from control tut, in fact, 
permit him to contirnme his dictatorship. An example of his efforts 
to achieve this is his announcement yesterday that he will run for 
Governor of the Province of Santiago. This is obviously 4 maneuver 
on his pert to satisfy the U. 5., the OAS and the O/R that he has 
bowed out of national] politics, but which, at the same time, will per- 
mit him to remain in the country, to continue controls over its econo- 


Y 











mic and financial life by his time-honored methods. Trujillo as Gov- 
ernor of Santiago will be in every practical sense the same as Trujillo 


is now. hile he is in the | 

tains his economic domination, be wil) alsa continue hi 

domination whether he Is President or Cogestchers While this is a 

politiGal Taet, the responsible opposition to his regime will not dare 
There will be no real freedom of as- 


to form true opposition parties. 
sembly, of speech, or of the press and radio for these people. On 


previous occasions when they rose to his lure, once he spotted them 
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he took severe reprisals against them and they are not prepared to put 
their necks on his chopping block again. 


A realistic prorram to bring abcut free elections can only, in my 


opinion, be built around one keystone - namely the eon Trujillo 
pron the country. Once this happens we should work orderly 
reak-up of his economic stranglehold on the national life. I admit it 
is a athely = once the opposition rets movinr, c 
rly. This country, however, is as desperately in 
as _ y country . remember reading about and revolu- 
tions t ne | : ~- it Should te our objective to 
see that the Dominican revo on is as bloodless as possible. ‘t the 
same time, it is not rational to expect, in view of all the pressures 
of htutred which have been building up here over thirty years, thet no 
one is going to get burt. 1 would hope 1) that we could prevent the 
Ramfis-Espaillat-Abbes-Sanchez gang of cut throats from staging a St. 
Bartholomew's Day Massacre of the leading oppositionists in an effort 
to save the situation for the Trujillistes, and 2) that we could persuade 
the opposition, if they gain cortrol, not to carry their purge beyond 
those immediately responsible for the criminal actions of the Trujillo 


regime. Qur_friends_here fever a linited purce but if they cannot main- 
tain their prestige among the opposition as a whole, there is no telling | 


what excesses may result. If we attach importance to the future In this 
country, I | urfe strongl, enough that we do everything possitie to 
restore the pro-US oppositionists at least to their influence at the time 
ee the Sixth MFM. This can only be done if the U.S. takes strong measures 
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against Trujillo in one way or another. 


Asswaimg that Trujillo's departure from the country is necessary be- 
fore we can progress further toward our objectives, how is this to be 
brought about? J do not believe he can be persuaded to leave under present 
remo rances ey any. 5: cibinena- In his mind he built this country cut 
of nothing. The able physical plant which exists here, the hich de- 
rree of sanitation, the law and order, the hundreds of Trujillo statues - 
all these things he sees as monuments to his glory. He conceives of all 
this as built up by his own tireless efforts day by day for thirty years. 

In addition to all this he is a tough, ruthless old tyrant who has 
weathered many @ storm when all sround him thourht his ship was sinkinc. 
As of this moment I believe he expects to weather this storm also. It 
would be against this background that some one sent by us would have to 


persuede him to step out and I agree with you that success in this ven- 
ture is doubtful. 





= at this time, 
but 1 also believe Trujillo wold use our move areinst us. iInmy View 
“he Would Taform the UN Gnd the 0.3 that ve were threatening him and that 
it was not the first tire. He would refer to the attempt of General Clark, 
who celled on him °s a result of an aprointment mede br Anbansador Ferland, 








—< 
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and say here was another exampi« of our intervention. The foreign Hin- 





ister hes already referred 
rted at the time. 







impressive he would have to be some 
one who could convince the “Generalissimo that he spoke with authority. 
Yet if he spoke with authority, this would cive the Generalissimo the 
weapon he meeds to charece us with intervention. I believe that Trusillo 
might (tut only might) leave the D. 8. today if he could be rersuaded 
that he was about to be killed, tut this is obviously no job for an 
American. 


You asked who 1 thought would be the best intermediary in case we 
decided to approach Trufillo. Although I ‘sve staid 1 de not believe 
any ‘merican can persuade him to leave, I shall f> on to say wy I do 
— think that certain persons who have been mentioned would be good 

heices. In this same mail, I have wri tten a letter to Frank levine 
seahten at some length wh 


sidered. Please esk rrank 
s out of 


he question. S ansthema to the -eneralissimo and has not 
been in the country since last May owing to strained Vatican relations. 
Trujille is presently conducting a war of nerves against the Catholic 
Church here and Church policy seems to be to try to ride out the storm 
in the hope of avoiding violence against it. The Church took courageous 
and unprecedented steps earlier this year by publicly criticizing the 
regime. The Muncio's statements to me et the time implied: “Vell, ve 
have done our pert, gow it is your turn". I do not believe 4silbur Mor- 
rison would be a hapry choice either. He would be running « great risk 
Since if the Generalissimo should publicize the approach, Pan Anerican's ' 
reputation all over Latin America might suffer. None of the goverments 

like Trujillo, tut I suspect they would like even less the idea of a 

high official of a U. 5. enterprise seeking to overthrow even Trujillo's 

goverrment. I regret that ] cannot propose a like 
will see 


approach of ours might cause us. 
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Getting away from an approach by a U. 5S. agent or the Nuncio, the 
type of approach I think we could make without coning off second best 
would be one we might make igp.concert with other countries. The prefer- 
able approach would be by the CA > eB participating. Next 
best would be an approach by, let us say, ‘roentine, ireazil, Chile, Mexico 
and the U. 5. If we could include Canada this would be very helpful in- 
ceed. Mm approach of this sort mirht stand « chrence of convincing the 
Generalissimo that the jig »as up and the countries involved would be 
mamerous end powerful enough so that ‘rujille gould not saddle ony one 




















—— 


of thes with the onus of intervention, “hile this tack might have the 
advan age senctionec, I suppose the greatest obstacle in using it woulc 
+ be tbe unlikelihood that the countries named would participate owirg 
*o their non-interverticnist commitments. The approach by the OAS it- 
self would perhaps be the sost iikely and certainly the most legally 








1" 


> 


> 
«I 
~ 
e defensible - tut i do not suppose thet we could obtain concurrence even 
= there. 
- 

- As i mentioned, . believe the only reason the veneralissinmo might 
= — is fear of imminent death - and this ‘s not certain. [for this rea- 
4 eon 1 think the Dominicans themselves have sot to do the persuading. —.. 
+ San help them to do it in a muxber of ways, some oF Wich ire protably 
cot. ,esally possible tor us. she best +a) Woulc Se tS Stop buying sugar, 
coffee, cacao and beef from this country, Tis would hit Trujille an ~~ 
those around his. fis own henchmen mirht then turn against him es their 
pockets would be affected. te should try to hasten the day shen “is own 
men will refuse to obey his orders cod will tell him there is a >lane 
waiting for him at the airport. Other measures which would help towerd 
this result would be an epbargo on exports of petroleum products, es- 
pecially lubricants to the D.R. The country runs on *hese oroducts and 
if we could make it imoossible or ‘ighly expensive for Trujille to ob- 
ain them we would be contrituting to cissatisfaction arong those de- 
engent on him. Another helpful measure would be to induce Canadian 

na U. 5S. darks te sto R. 
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‘mything we can do to 
show the Dominicans that Trujill at some point 






when we recently sent some arms to the Haitians, there was 
urious reaction here. if there is anything that will ¢rive Trujillo 
to madness and make hia act apainst his better judgment, it will be a 
Haitian scare. This is probably dream-talk, tut I am throwing many 
things inte the pot in the hope that something may be helpful. 





Then there is the question of, “After Trujille, what?". Right af- 
ter the Sixth A7M there was little doubt in my mind but that we could 
expect a moderate US—oriented government here if we could at that tise 
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heve taken the sanctions thet would have been effective against Tru- 
jillo. Mr. X believed, and I agreed, that the resulting confusion 
in the Trujillo family and in the national economy would heve been 
such as soon to enable the opposition to stage a successful coup. At 
that time our friends were ricing high in the opposition and we would 
have been as well off as we could ever expect in our relations with 


the new government. Since that time the di 


zene as d 
f @ revolution took place today, it would be touch and go as to whether 


our friends would have hight places in the govermment, I believe our 
sition is retrievable to a large extent. We could win beck consider- 

able lost cround by stiff recomendations from the OAS Sanctions Com- 

mittee, followed by immediate and effective action on our part, for 


example I realize that this is a tall order and probably im ossible, 
but I am trying to state what I think it would teke to put us where we 


would like to be. 


What I am leading up to is to say that the answer to the question, 

"After Trujillo, what?" d s or us to some extent. If we are unable 
to convince the dissidents that we »ré NeiTping them materially to put 
the skids uncer Trujillo, then it is quite likely that the extreme 
nationalists, the extreme leftists and other onti-US elements will 
dominate the future here. If we can effectively help the opr sition, 
if we jwa to their assistance richt after the ovorthrow, . «© have 
some measure of success in keeping the cormunist elements cmong the 
exiles out of here for a period after the fall of Trujillo, then I 
believe we shall have a good future, 














One further point which 1 should probably not even make. From a 
purely practical standpoint, it will be best for us, for the OAS and 
for the Dominican Republic if the Dominicans put an end to Trujillo 
before he leaves this idand. If he has his millions ond is a free 
agent he will devote his life from exile to preventing stable govern- 
ment in the D.R., to overturning democratic governments and establish- 
ing cictatorships in the Caribbean, and to assassinating his enemies. 
If I were a Dominican, which thank heaven I am not, J.would favor des- 


Trujillo as being the first necessary step in the salvation 
f my country would regard this, in fact, as my Christian duty. 
if yc racula, you will was necessary to drive a 
c pi crimes, I 


ou 
stake through his heart to prevent a continuation o 











Nuncio who once told re he thought he should pray that Trujillo would 


ante vs death would be more |'usane than the solution of the 
have a long and linzering illness. 


I apologize for the length of this letter, but I wanted you to 
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have a useful emount of ry thinking on the questions you asked me. 
there is anything I know, it is that I am not infallible. It mzy, for 
example, be possible for some one to think of a type of approach to 
Trujillo by a U. 5S. citizen which might induce him to leave. If some 

such proposal seems promising I would suggest you try it out on me since 

I will be quick to say "good" if it looks feasible from this bcttleground. 


with kindest regards, 


Very sincerely, 


Henry Dearbo 
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SUBJECT: Intelligence Note: The Current Situation in the Dominican Republic 


General Rafeel Leonidas Trujillo Molina has survived many chellenges 
during his thirty years of completely personal rule but none have been as 
persistent or serious as the current threats he faces, Confronting him ere 
internal economic cris¢s and widespread political dissension, plus the formal 
condemnation cf the American community of nations, Although Trujillo seemingly 
remains in complete control, the deys of his regime appear numbered, although 
the time and manner of his overthrow cannot be accurately predicted. 


Trujillo's troubles can be traced directly to the fall of Batista in 
January 1959. Suddenly isoleted, Trujillo soon bore the full brunt of the 
revolutionary, liberterian tide inspired by Castro's success, Trujillo's 
reaction was to embark on a ruinously expensive campaign of arms procure- 
ment, and to support openly followers of Batiste then exiled in Ciudad 
Trujillo. The resulting economic dislocations svcn turned a small but influ- 
ential segment of the Dominicen population into determined oppositiocnicts. 
The turning-point for this group, mostly middle-class professionals, business- 
men and intellectuals, was provided by the Castro-supported invasions of 
June 1959, Although unsuccessful, the invasion attempt, by its example of 
active resistance and because of Trujillo's brutal repression, rekindled a 


demand for basic liberties and sparked a determination to remove the 
Generalissimo, 





What followed has been a most widespread and persistent anti-Trujillo 
movement, charecterized by increasing contects among dissidents, ceutious 
attempts at organization, pamphleteering amongst the university students end 
sporadic acts of terroriem by extremists, This ferment first came to a head «ales 
in January 1960 with the discovery and ruthless suppressicn of a plot to 
aseassinate the Benefactor. At this juncture the Church intervened, celling 
for humane treatment of those arrested and for a brosder measure of civil 
liberties, Trujillo stubbornly refused to retreats combining minor con- = 
cessions with intimidation he has, at least temporerily, “'ppressed the 
Church, Plotting and isolated acts of resistance continued, however, heightened 
by the nation's declining economy and the Generalissimo's growing international ry) 
disrepute, Dissident figures, exasperated by continued represgions and en- os 
boldened by OAS condemnation of the Trujillo regime,prepered another coup in pe 
August 1960,but this too was uncovered and ouietly but vigorously suppressed. 
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least, favorable to Trujillo, OAS condemstion produced nothing more than 
severance of diplomatic, but not consuler relations, Mo meaningful economic 
sanctions have been levied. He has secured « large share of the "windfall" | 





suger market formerly allocated by the US to Cuba, | international credit 
is still relatively secure and convertibility of peso has been maintained. 
The opposition is discouraged, end, ibe Church hes apparently retreated, ‘The 
business commmity, now convinced /change is wilikely, is abandoning passive 
resistence, The militery end the police ere still loyal, and the Generel- 
issimo still holds a monopoly of the means cf power. However, the seeds of 
Trujillo's downfall have been sown and are still growing. ‘The economy con- 
tinues in drastic decline, Lerge numbers of the urban and rural poorer 
classes have slipped below subsistence level. All imported goods are in 
short supply. The dissidents, in spite of so many costly failures, have now 
penetrated the armed forces, The Church, in spite of its seeming paesivity, 
is still pressuring Trujillo. Although not yet sufficiently etrong to end 
the era of Trujillo, these forces cannot be indefinitely contained, and 
Trujillo is not likely to make the concessions which would mollify then, 
Although he has permitted several members of his family to leave the country, 
the Generalissimo himself will probably remain to the bitter end. 


How this end will come is uncertain, Assassination is an increasing 
possibility -- perhaps a probsebility, ccnsidering the desperate temper of 
the opposition, Alternatively, economic and political conditions might 
detericrate to an extent where the military would intervene and attempt to 
dismiss Trujillo, merely to preserve their own interests, In any cese 
members of the Generalissimo's entcurage will not be able to retain power. 
The transition will probably be chaotic and bloody, a situation ripe for 
exploitation by pro-Cestro and other radical elements, Such tendencies are 
well-represented among the exiles, although anti-Castro factions do exist. 
However, any external forces, including Cuban, must rely on a-protracted 
period of disturbance to make their influence felt, The immediate successor 
regime would probably be a militery junta with civilian participation, 
moderate and not anti-US, especielly if we provided sympathetic assistence 
at an early date, There are civilian elements however, which might prove 
somewhat antagonistic: US prestige, previously high emong the moderetes, has 
- been declining steadily and these moderates have been losing influence to the pro- 
~astro extremists, The United States 1s veing criticized for not taking a strong 
} stand against Trujillo -- specifically, for not applying the 
restrictions which they are sure would soon topple him, The bitterness of 
this group is due largely to disappointment with the widely-heralded OAS 
actions of last August, end there is some question as to the depth and per- 
} manence of these enti-US sentiments. However, the tide jg now running against 
the US and the longer the current impasse continues, the more unfavorable to 
US interests the cutcome is likely to be when the Dominican pressure-cooker 


finally explodes, 
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Subject: Application of Additianal Economic 
Measures against the Dominican Republic 


Within the next several days it will be necessary 
for the Departaent of iculture to estimate consumption 
of sugar in the United States. It appears that it will 
be legally necessary to continue purchases of suger from 
the Dominican blic for thse first three months of 
calendar We00 1961. Such purchases will include approxi- 


purchased "at the United States price an4 someuhere in the 
neighborhood of 200,000 tons ex ta which it is 
planned to at the world price. A separate seao- 
randum on s subject will be forwarded to you shortly. 


While we hope that it will be possible to temper the 
effect in Venezuele of an announcement concern suger 
purchases with an indication that the Administration intends 
to recommend that the next ss — = seas Ge 
authority to the President to forego su 
will nevertheless create a strain on our Potty with 
the Betancourt regisge and will possibly strengthen comsunist- 
inspired opposition to Betancourt. 


At the same time we are fac ef with the necessity 
of taking a position on the question of whether the 
American States should on a multilateral basis spp ly 
edditional economic measures against the Dominican Govern- 
ment. The Council of the zation of American States 
was requested by the San J Poreign Ministers Neeting 
to study the desirability and feasibility of extending 
economic sanctions to o commodities. A special coa- 
mittee was created by the Council for this and any 
further delay on our part in @ position will expose 
us to Venezuelan charges of bad faith. 
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In view of this situation I recommend that / 


authorize the Department of State to suggest to 

special committee that the United States will be 

to cooperate in a multilateral program prohibiting 
exportation of petroleum and petroleum products, a 
and to the Dominican Bepublic. A statement 


spere parts 
which it is proposed that Ambassador Bonsa] sake before 


_the_spacial_comaittes early next week is enclosed for 
a your consi ] . 


The Commerce Department has indicated its willingness 
to apply the necessary export controls.,~———— WY 


. s ae aos 


Christian A. Herter 
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sted Statement to be made in Special Committee of the 


Council of the OAS on Resolution I of the Sixth Meeting of 
._—Loreign Ministers _ 
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My Delegation is now prepared to present for the considere- 
tion of this Special Committee its views with respect to the 
mandate given the Council of the Organization of American States 
by Besolution I of the Sixth Meeting of Foreign Ministers to 
study the feasibility and desirability of extending the suspension 
in trade with the Dominican Republic to articles in addition to 
arzs. 

Some time ago this Committee was informed that the United 
States was preparing a study on Dominican foreign trade by 
commodity and country in an attempt to assess the feasibility 
of an embargo by the American States on specific items of 
Dominican commerce. As a first result of this study, 
petroleum and petroleum products ané trucks and spare parts, 
which are not produced in the Dominican Republic, appear to 
the United States Government to be examples of items the export 
of which to the Dominican Republic it would be feasible to 

suspend at this time. 

With respect to petroleum and its products, in 1959 
62% of Dominican imports by value came from the Netherlands 
Antilles directly ané from Venezuela indirectly, 144 from 


the United States, and 13% from Venezuela. During the past 


year, Caribbean sources of Dominican petroleum imports have 
Pg 
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been largely cut off. There are indications, however, that 
the Dominican Republic has started to tap other sources of 
petroleum supply, mamely in Canada, Europe and perhaps the 
Middle East. This, of course, would tend te reduce the 
effectiveness of a total suspension in the exports of the OAS 
member states. Any effective embargo on all or most of the 
Dominican supply of petroleum would undoubtedly have a serious 
adverse effect on the Dominican people as inevitably would 
any measures taken which would have an impact on the Dominican 
economy. Dominican internal transport and over one-half of 
Dominican production of electric power are dependent upon 
petroleum. The capabilities of the Dominican military estab- 
lishment would, of course, also be greatly reduced by an 
effective embargo. 

With respect to trucks and spare parts, approximately 
one-half of Dominican imports of trucks in 1959 came from the 
United States and the rest from Burope, while the United States 
percentage of the supply of spare parts was probably higher. 

A complete embargo on such shipments from OAS member states 
would doubtlessly have an effect on Dominican internal transport, 
although that country would presumably continue to increase 

ite purchases from European sources. 

While the United States is prepared to extend the embargo 
in the manner suggested, it is, of course, for the Special 
Committee to decide whether this should be done, having in 


= 








“DECLASSIFIED FOR PUBLICATION IN 
FOREIGN RELATIONS OF THE UNITED STATES" 








TU peor? 
all JY 183; 


Fe 

mind the remarks of some of the delegations at the San José 
Meeting concerning injury to the Dominican people. In the 
event a recommendation to that effect is made by this Committee, 
my Government would be prepared to support such « finding by 
the Council. While my Government understands that any such 
finding on the part of the Council would be recommendatory 
rather than obligatory in nature with respect to the individual 
meaber states, it would undertake in good faith to implement it, 
with the understanding that the other member states would do 
likewise. This should, of course, include measures by the 
other states to prevent transshipment to the Dominican Republic 
through their respective territories of these articles origi- 
nating in any member state, in order to insure to the extent 
possible the effectiveness of these sanctions. It is important 
in ay Government's view to preserve the collective nature of 
any further decisions ané actions taken by sember states in this 
regard, following upon the action already jointly taken by then 
at the Sixth Meeting of Foreign Ministers. 

The United States is continuing its study of the feasi- 
bility of applying the suspension in trade to other commodities 
and expects to present its further views when these studies 


are completed. 





12-23-91 
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722, 5622/1-1758 
Letter from the Assistant Secretary of State for Inter-American Affairs (Rubot tom) 
to the Ambassador in Ecuador (Ravndal) ——~ _ ~~ Ly 


Confidential Washington, February 7, 1958. 
















3 " Dear Chriss be. ped Ps 
nf I refer to your letters of. "16, 1957" 
- regarding Ecuador's application to purchase from. the United States’ on x *; 
‘ a credit basis four T-3) training aircraft’and runway lighting f 
: for the Taura Air Base. You enclosed correspondence fren colonel dane 9 0. an 
a Robinson, Jr., Chief of the United States Air Fores Mission to's ae 
F requesting the Department's support ef the ‘Eeuadoran ’ ‘applisatic ' 
Colonel Robinson stated that the above equipment was cri 
: in Ecuador as no night jet training could be acesomplished at Taura 
' until lights should be installed,~and the Eeuadoran:Air’Force could 
s not start its ow flight training program 
4 trainer such as the T-3), should be. available. Z 
; We have been working hard on this matter, ever since 


application for the equipment was reseived e An 2 
September 27, 1957. My reply’to your letters on the ‘subject 
delayed until the actual ae Se eee ee 
Here, in teief, is what has: happened end how, the matter ; 
present. “33 Er Pag . Lo 2 ie 
When we forwarded the Ecuadoran application to. the Defense 
ment we recalled that Defense had ne yoy f informed ‘us that it 
consider the provision of T-3k aircraft on a grant basis to be 
with existing military assistance progran a but that 
give favorable consideration to a request te purchase primary : 
aircraft of a type which would be suitable and available. We noted that .. 
in her present difficult fiscal situation 
to devote her limited resources for military expenditures to support of 
T-33 aircraft which she already had: and F ) > 
committed to supply her im the near future. We also noted that. 
at teae weutan’ ko’ thasiets Cobetaniion acsounte ted the souiiian i 
of personnel of the United States Army and Air Force Missions, whieh; ve 
exceeded $300,000. We stated that in view of Ecuador's fiscal situation |); 
| we would be reluctant to approve the request for T-3)'s even ona cash =<» 
basis. Mo unteroteed thet Sond, 9.00'0 put cueze parte Corus reer meee © | 
é + f. % - OK emt Wd. ey ek... .} 
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y Drafted by John M. Perry of the Office of South American Affairs on February ‘ 
5. The source text is an unsigned carbon copy. 
\7 Cepies of the referenced letters are in Department of State files 722.5622/ 
12-1657 and 722.5622/1-1758, respect ve ly s 
VA Reference is to a memorandum from Colonel Robinson to Perry H. Culley, Counselor 
' 


of the Embassy in Ecuador, December 13, 1957, and a message from Colonel Robinson to 


Ambassador Ravndal, January 14, 1958. This correspondence is filed with Ambassador ‘ 


Ravndal's letters cited above. 
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: cost as mush as $250,000. “ However,: we requested that the 











be ‘Geophysical *:.7ei,, 
mer uaretandig wee sorrock aru be in th iatereet of Sha Betad "oo 
Staton for Bouter t sbtain theowipentsSaarefor, we stata abe 





Betenne Sepuvtnent consideved st q00ne Aemee at uae) 
Cooperation Aduiniswetion thet on propria: credit . 


“* It was not uitil shortly before the’ recaipt of your letter" S43 G4 
January 17 that we received a reply from Defense on the above natters, 
Defense indicated that the T-3l, would be suitable for the intended : Dy ; 
Ecuador and that no other suitable trainer would be available.’ Fae X 
more, four T-3)'s would cost about $176,000. and would ‘te ‘economical ‘tos “7 a 
operate. Defense approved sale of the four T-3) aircraft and the oe 
cusizuent te Rounder on sgpnezriste evel \eans aur foc aoe ri “oft bo 

the Hetual, Security tot oF Sey eas , 


to | i >! 
: o ate credi le er ne 5p —chenentanlgwe Es Hg gl 
\ | 7a Seproval by Wr. Dion prior to obtaining the concurrence of the MAC. °.,. 
' \Y/ Although we have no reason "to believe that the eredit will not be approved . . 
a . 


without undue delay, no assurance 4 
Ecuadorans at this time. The terms will prebebly be for a three-year- “| 
credit repayable in regular installnen pe on coguepes ote Som poyeens ¢ 


—) 


me « 
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: and interest charged on unpaid dalanee. » Reka yy TAY tw a 5 bt wy ’ 
a . a we o 
With best wishes always, ti, *) oe . os es,” 4s 
; e deny 4 .* Os 
Sincerely, -." - , gf | Se a 
ag ™ oa So + . oR! 7 7 
a ss me j % i rs, ¢ 
' ee al 
. > * "3 Se 
% 
‘ - vt 
; R. BR. Rubottom, Jr. é Pic “dee 
os -~ ~ i” PF 





c 
/ 

- Reference is tc a letter from John L. “olcombe, Director, Office of 
Programing anc Control, Office of the Assistant Secr tary of Lefense for 
International Security Affairs, to robert G, 4arnes, Special Assistart for 
Mutual Security Affairs, Lepartment of State, January &, 195°. (ARAMWST Files, 


Lot 6° D 75, “Ecuador: Sale of Arms, Munitions, ana Equipment") 


6 | 
~ Sor the tert of the dutwelSeeumiey Act e£-2064, ‘ulic Law 665, Me 


Sengrese, approved Auwrust 26, 1954, see 6f Stat. B32. 


q) 


C. Douglas Lillon, Deputy Under Secretary of State for “Sconomic Affairs, 


\ 
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Editorial Note 





In airsram A-119 to Quito, February 20, 1958, the Department of State 


instructed the agesteus. Embassy to negotiate the sale to Ecuador of 'nited 


(2°) 


States agricultural commodities valued at 21,7 million including 50 percent A 
) 


a'So 
? transportation costs. The Department, sent a draft sales agreement under 





provision of Title I of Public Law 80 (68 Stat. 45) with this instruction, 


to-the-Rmbassyinenader, (1;11,22/;1/2-2058) Representatives of the 'Inited 


$1.6 million 
States and Ecuador signed a/Surplus Agricultural Commodities Agreement in 


(Oa) 


Quito on June 70, 195°, For the text of the agreement, see United States 





Treaties and Other Intemational Agreements (UST), volume 9, pege 1192, The 


BOrteniferl woos _ 
hited States—ane- seeder extenced and amended the-ar-eesert on Lecember 12, 


195€, and March 9, 1959, For the texts of the extensions and amendmen ts, ef 


thie-aareoment, see 10 US! 3) and 725, 





fxs 
~ 


> 
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, 
: A owes OF G 
), ¢ WD, April vas ‘ 1 


In airgram A-1°4 to Qu O, the Depar ment of State 
the safle of %1 million worth of 
tx" . - nh 
F 4 tan + man er + in + 4 r iF Phil lie 
agricultural comoditi Sgincludin: wransportation,to mc iador. ill. / 


and the “nited States 


2866) On Septemrer 27 grepresentatives of Fouador an 


instructed the Embassy to nerotiate 
| ' 


“> 


(i 


sirned berples avricultural commodities arreement uneer which “cuador 
ened, 
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would purchase for sucres °1 million worth of edible otis, insluding » 
C 


~~ 


? * ~s " ra tf « b , 
+ransportation costs, the "Inited States would lend Ecuador one-half of the 


. 
c% 
e 


tt °m 1) 7s “eo * linjite >t te 
oreceeds for econotic developments one-quarter woul A or 'inited States 
7 . a ~ we ee ff oe 
tovernment evpenses in Ecuador; and one-quarter would be for "Cooley Amerd 
fer 
ment’ loans / private investment in Ecuador through the Export-Import ‘ank,. 


see 11 JST (pt. 2) 2427. fey dent of “le ’ 


For the text of the agreement, see 
. 


- - A i «2 4% 
(C9 le) oF Public haw #6e, 


on , aie f si wo Of 7) 
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‘@sidential Correspundence, Lot 64 D 174, “Pres. Corr. 1958, P-Q-R-S" 


Letter from President Eisenhower to President Ponce »-———~ 


[ washington, April 22, 1958. 


, ~ 


~~» “~ >< ome 


Dear Mr. President: 


The visit of the Vice President of the United States, Richard 
Nixon, offers me a welcome opportunity to extend to you and 
to your countrymen the best wishes of the people of the United 
States for Ecuador's continued poneg ond pronpority. ....: ee 


Sa thoes tense ond troutiod tinssd wine Socibd Gobuahiae Yen 
Free World are striving to conserve and protect their precious 
heritage of freedom and democratic government, | am particu- 
larly conscious of the example your country now gives to the 
Free World of a nation enjoying political stability, freedom and 
steady economic development. 1 feel too that it is truly in the 
self-interest of all nations in this hemisphere that each develop | 
@ sturdy self-reliant economy, Steady and rational economic 
growth is essential to meet the aspirations of future genera- 
tions for a better standard of living. It is because of this 
belief that I have been encouraged by your country's experience 
over the last decade. Political stability combined with respon- 
sible and coustructive economic policies have placed Ecuador 
in an enviable position of financial and economic solidity. 


I note also with special pleasure that your will be host 
to the Eleventh Inter-American Conference. offers 


both an appropriate and attractive setting for this important 
meeting of the Armcvrican States. The Organization of Americz.. 
States furnishes a dramatic example for the rest of the world 

of the feasibility of effective and fruitful international coopera- 
tion dedicated to the achievement of peace, justice and well- 
being. We are, in a true sense, a family of States, seeking 
common goals along a common path. 


In conveying these greetings from my countrymen, may I also 
extend my personal best wishes to Your Excellency. ,- —— ~ 


 ~Sincerely, 


Dwighs D. isa; 








\Y delivered by Vice President Nixon during his visit to Quito, May 9-ll. The 


source text is a carbon copy, bearing a stamped signature. 


ed ~~) 


> 


A 


¥ 


wir 


4 


—\ 


> 
V4 The Tenth Inter-American Conference, which met at Caracas, March 1-28, 1954, 


had designated Quito as the site of the Eleventh Inter-American Conference. For 


documentation on the Tenth Inter-American Conference, see Foreign Relations , 1952-1954, 


vol. 


American Conference to open on February 1, 





rescheduled it to May 24, 1961, and then postponed it indefinitely. 


IM, pp. 2b¥ ff. The OAS Council subsequently scheduled the Eleventh Inter- 


1960, but postponed it to March 1, 1961, 


V For the text of President Ponce's reply of May 13, see the Department of 


State Bulletin, August 4, 1958, p. 209. 
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Editorial Note 





During his trip to South America, April 27-May 15, 1958, Vice President 
Richard M. Nixon visited Quito, May 9-11, A summary of his conversation with 
President Camilo Ponce Enriquez of Ecuador on May 9 is printed infra, Ecuadoran 
ve Mirister of Economy Federico Intriago Arrata presented a memorandum to Vice 

President Nixon containing Ecuadoran requests with respect to (economic matters. 
A copy of the 5Shepage memorandum was enclosed with despatch 748 from Quito, 
May 20, 1958, (033,1100-NI /5-2058) In despatch 732 from Quito, May 13, 

¢ Ambassador te-—keueder-—Ghrieetar% Havndal stated that ‘ice rresident 


Nixon's visit to Ecuador was an "unqualified success" and that it "did 


much to cement vood U.S.-"cuadoran relations." (722.U0(W)/5-1358) For 








Ww 
Ww 
— 
zc 
— 
zw 
i=) 
= iw 
4 documentation on Vice President Nixon's visit to South America, see 
- = 
3 = 
— pages fff and .he—compilations on  rlet.ens-with the countries—he— fT 
— x= 
— a 5 
a u viei tee, 
S 
a 
ow 
uz 
S 
oOo 
Wi 
— < 
we J 
m lJ 
An 4 
“) 
<=z 
aio 
uO 
lw 
oa 
=: © 
we 





——~ Ef -|] a 





aeeT COPY AVAILABLE 








FOREIGN RELATIONS OF THE UNITED STATES" 


“DECLASSIFIED FOR PUBLICATION IN 


——. BEST COPY AVAIL’ © 


-_—_— 
EC- 
fr 2 
‘2 
033. 1100-I/6-2058 ~ 
betweerl 
Summary of Conversat lon, Vice President Richard M. Nixon and President Camilo 


Sod . = » ~~ = 
Enriquez! “onceiof E do 
{ fq io cua Kx 


~~ 
Official Use Only | Quito, | May 9, 1958. 
= 





President Ponce stated that Ecuador's principal problem 
was that of raising the living standards of the people. He felt 
that this could best be done by private investment, which 
Ecuador favors and will encourage. He also proposed that there 
be a special inter-American meeting on economic matters. 


Vice President "Nixon replied that the observations he 
had made on his ay | to date led him to agree with Fresident 
Ponce that raising living standards was Latin America's No. l 
problem. To achieve this, he said, economic relations among 
the people of this hemisphere must be close. He complimented 
President Ponce on having established a climate of political 
Stability, which attracts private capital. He said that although 
he feels that private enterprise is the best means of combatting 
Latin America's economic problems, this fact must be demonstrated 
to the peoples of Latin America. Political freedom and private 
enterprise must be used in the general welfare. President Ponce's 
record in this respect is good, and there are no great protlems 
between Ecuador ani ~he U.S. 


hap 


Ties 


President Ponce commented that the economies of Latin America, 


which are based on production of raw materials, suffer greatly 
when prices of these materials go down. He reiterated his pro- 
posal that a special inter-American -onference be cailed to 
deal with this type of problem. He welt that such a con- 
ference should be in preparation for the llth Inter-American 
Conference, so that subjects discussed at the latter would be 
clear and would have oeen given a lot of prior thought. He 
felt that Ministers of Economy should attend this preparatory 
conference, that it s‘iould be held as soon as possible, anc 
that it should discuss matters of the type that Vice Presiaent 
Nixon had observed on his trip so far. 


Vice President Nixon endorsed President Ponce's proposal, 
but stressed the desirability of the conference being on an 
informal basis - that it be neither too rigid nor too dramatic. 
He felt that it could be of considerable help in solving 
problems of the hemisphere. 


President Ponce accepted Vice President Nixon's sug «tion 
concerning the informal nature of the Conference, saying tliat 


bo 





] 
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V/ mis summary was transmitted to the Department of State under cover of 


at 


Nove f 





despatch 799 from Quito, June 20. That despatch also enclosed a summary of V ce 


a 


Preessden? Viton t Converta’ ow 


at Quito Central University on May 10. 


A 
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| what he had in mind was a "round table" t of meeting. He 

| thought that such a conference should try find long-range i. 
solutions for economic and social problems. For example, he , 
thought that it might try to do something about helping to = 
create a middle class in Ecuador, which the country badly >: 
nceds and which would also benefit the U.S. by providing it 


with more customers. 


Vice President Nixon reiterated the importance of solving 
Latin America's economic problems, which in turn wouid make 
it easier to deal with political problems. He said the leaders 
in the hemisphere must redouble their efforts alorg these lines. 
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Telegram from the Ambassador in Ecuador (Ravndal) to the Department of State 
Priority Quito, May 10, 1958. 


~ 616. 


{ 


, Minister Economics, presented Vice President Nixon memo, Va 
requesting: 


1. Elimination requirement that American Py get first 
priority PL 480 funds thus releasing more money Ecuadorean 
enterprises; 





2. That all measures possible be taken assure success S:-nto 
Domingo colonization project; 


ION IN 
OF THE UNITED STATES" 


4 
3. Rapid processing of Ecuadorean requests to developzeat loan 
fund for one million dollars agricultural loan, one mi:iion 
dollars small business loan, one million dollars silo construc- 
tion and 1.75 million dollars freezing plants in Guayaquil 
and Loja; 


4 
bs 


4. Consideration by US of reduction duties on unbleach.i 
Panama hats; 


"DECLASSIFIED FOR PUBLICAT 


FOREIGN RELATIONS 


| 5. That EXIM Bank loans be repayable in local currency ond 
. that such loans be for longer period; 


6. That US technical assistance be planned for « long... period . 
then one year and that scholarship grants also be for .. suf- 
ficient length of time; ' 


7. A loan of three million dollars from presidents emergency 
fund for the 1959 inter-American conference; 


8. Signature of double taxation agreement between US. ead Ecuador ad 
(Minister also staced desire institute active PP nto oi attrect 


So EE 


-—_—_ 














— 
/ Federico Intriago Arrata. 


; 
VV Text enclosed with despatch 748 from Quito, May 20, 1958. (033.1100-NI/ 


5-2058) 
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foreign capital including parity treatment with Ecuadorean 
capital). 


Ce 


9. Only complaint was occasional US competition with small 
countries giving example that US sold rice to Peru under 
commodity credit corporation and PL 480 thus taking away 
Ecuador chance to sell rice. 


a 


a 


:4. 
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422.006/5-1358 


Despatch from the Ambassador in Ecuador (Ravndal) to the Department of State J 


Confidential Quito, May 13, 1958. 
No. 730. 

—_ 2 
Ref: Embassy's D-718, May 6, 1958, and previous [ messages j = 


sussect Loundorun Discrinuination Against American Unippi:y. 


—_ 


During ‘vs y & vi si + ot 





Vice President Nixon ond his pa Of 
imbottom and Messrs. Waurh and leornbaws 


Assistant Secretary of Ctate _ 
head a lom conversation vith Foreign li-ister Tobar, --nister of ar! eae - 
neonoay Intriaso, *Anister of Public Vorks Duran, Sinister o- -Teasury — 
Cordovec, ——— of “Le tral Bank Perez Chiriboge, Jscbassicor .. -s 

Tonce onricuce a bnde= .ccretary of State Ispinosa. Tle pzincipal 


dec: .¢ 
Leou2ior 


topic of Saversation Ct tuis uceting wos the secent ~oucdore. : 
law rewiring ccrtcin i:ports into weusuor to te transported 


ua 









on or G2c..colow iaua vessels Past 
ma 
ava” rece ived forceful indications of the seriousness with which a? 
the Unitec Utates views the new shipping measure, Fo>:.gn Linister Lobvex _- 
opesed the uectim with 2 discussion of the cecrec and claine. thst it J 
is not dicerinine te er’ st alle oad pointed out tuet *<!. once Ucveru.cnt an 
has ocen trying cor s.rccr cond a half to elimimte *ic concuis. cee 
Gifccrentisl, “ -S we «lta Srencolenbiana is ccotuc: en ¢ a of A 
the svoloubion 26 wcur. Covexmments, ond that the «zsuacc:. .. Govern- 
nent feelc oul- sec to "ll in its pover to foster *he rro “uh of 
tie 2a ..00loe: . 0 ccid th.t all countries try t<« protec: *heirs rap. 
ge veicat fleets cad that bay vi them ¢o much furthers than icucor in : 
this respecte ..c uctionec particuia Ardy the Cuilean ic. caliang fr - 
507. wf all car; > enteri:. ag leaving Cirile to be tr-. sportea in — 
Chilean v..celi:. .<« 4a 4h ot Leucdor must Su,port ve oable og 
Volc..via CxS. SO Lu orvescure after the @0nsuisa> ec an boas 
Tas roduccd to 2 ythi* ti) y colt at wust fake soic 101.1%: on iN | 
to 'eip the Grucelon... .. wc pointed out thetsexce Apt te ut cle 
to i. provisio.s cz aecree am Then /cc BO < se] Srister f 
eSOiCLY TO COM Ths U.uscUsscion. ee ir 
. : 
22 .2Nster of .ccnony reiterated the sma MacTISS Glu) VHNE 
baci: over the uistory © ieundoran legislation on ci.a-: py Jerer.ces. 
we said tiut tic new “ec could not possibly affec. .» than 15). ow 
2U, O11 inco-im: er.» (ond perhaps no more than 12,./)) ai that che 
effect on. Cni sc ites saipping lines would therefcix os ver’ om 
ue i-ferred to roc. “Lleol treatacn® given by cscoubie w its 
mere.nut vestels inc.cu. ., he waid, tue privilege .f vayiu: x pebos a 
pad escmplion Pou. Guu t:14ce ile referred also to 1i.© Unir Staves 


L__ 





: 
\ Drafted by John I. Fishburne, Counselor for Economic Affairs at the Embassy / 


in Ecuador. 


V The referenced despatch reported the possible effects of Emergency Decree No. 


J. $:. 
1958, on mentum shipping interests. 


ve 
\ Reference is to, Ecuadoran shipping decree published in the Registro Official , 


18 of April 23, (422.006/5-658) 7~ 








April 23, 1958; a copy with English translation was sent to the bepartment of State 


under cover of despatch 711 from Quito, April 30, 1958. (922.753/4-3058) 

y Reference is to the special rate of consular duties that the Ecuadoran 
Government had conceded to those importers ene transported their merchandise in 
Ecuadoran or Flota Grancolombiana ships. 


Effective January 1, 1958, Ecuador reduced 


the consular fee differential from 25 to 1 percent. 
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1a%.s in support of its uercizt uarine, stating tht <he “nm vod 
Stutes ixs -iven 2 cerics cf concessio:is to its ships incliusaty 2..ale 
Ciel aid, loazs, = sc tcidies. Ee u:-d it woulé te untrink...e =uit 


> > pee 











a sovercir: % covezmwicnt could not pass regulations ti.at its cium — 
mutericls wust be brov.:t in its own vessels. Ee ~“:rred ‘> the Zz 
shippii.c emevintaie wser the United States FL-48C piogra: c..c tic -. 
xizmbank loon pro rn and said that Deundor accepts those rc ula ——_ 
tions as sein som) . satural, implying thet the united .tmtes 


shouli tucrefore not ovject to the new Zouadorm lar. 


"he .dnicstex elso caicé thot one of the princi pil tease. for 
the llota'’s ,rceat increase in percentage “of Leundoren-dsourmd irarffic 
is the foct tict the Flota chips go all the way to Guayecui., ‘/creac 
the Grace ships offloace ot Puna with consequent added expenis ane 
exposure of coryo to tiertt :nd denare. Ge said that Grace u2a3 cou- 
Plrinine so bitterly about the EDoundoran law sinply veccuse it is a 
po.eriul company omé ic accustomed to brooking no coxnupetition. 


’ 
: 
, 


(33 


Tne Lanister of Lconcxy ended up by saying thot if le ‘<4 had 
the cli, i.cest icen thet the new lew might be consiccred ciccrizinatocy, 
he ould inve -cviseé President Ponce not to si; mn ive He said tua~* jwae 
Scuador « st \ccp the friendship of the United Statzs which has deca *. 
so ..clpful to ucucdor in cll its provlens. Pee 





+3 » | ~ ae ~ 24 « ~ 1 } ¢ - 7 — * 
There was then a cise ssion of the perecentare of cargo carried 
> ’ ’ “ « a 
by .he Imnce Givc 2.4 Vic reveeutase carried by tne .icta erne 


colo..biaiun, with te .2 ysun officials insistinc wit the .<t 


Ggecrec touls fc divtcec if any effect on the traitic cs the vrace 
Lie. 





? ) 
- « 


ascic tux crcticy subovveu said that the pri-.2.p ae ie ~ne o*% 
dusrortant thi:.:, ratier roeeee statistics, although these ore iaterest- _ 


in, aud importeat. ie soid tim.t since there is no rolitice. provie= - 
out’ tea ie »* > C nee +ne Uni’ Fed States cond Leucdor, ro - ‘ zuUtT ve f.ce 
to conccntrc ms Tfroeel’ 


y on ‘ais shipping question cid “hat he oppreciate 
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Telegram 484 to Quito, June 17, reported that Ambassador Chiriboga of 

Ecuador informed the Department of State in a note of June 10 that, in accordance 
with Article 6 of the April 23 decree, Ecuador had decided to limit applicability 

of the decree to cargoes destined for Government and public agencies. (922.73/6-1758) 


General Juan Domingo Peron, President of Argentina, June 4, 1946-Septenber 


22, 1955. 


The enclosures are not printed. 


. Rudolf Pamperrien. 
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Editorial Note 





During the years 1958-1960 United States Government agencies con- 


> 


cluded the following loan agreements with the Ecuadoran Government 

and private industry: (1) ICA loan of $2.3 million to the Ecuadoran 
Government for project assistance on June 27, 1958; (2) ICA loan of 
$680,000 te the Fcuacoran Government for project assistance on November 
12, 1958; (3) Export-Import Bank credit of 31.9 million to Empresa 
Electrica Ambato, S.A., for a dicsal power s ation and electric dis- 
tribution system on March 12, 1958; (4) DLF loan of *h.7 million to 
the Ecuadoran Government for highway construction on March 23, 1959; 
(S) DLF loan of 33,976,52.53 to the Ecuadoran Government for hizhway 
construction on November 6, 1959; (6) DLF loan of 2%,670,54.689 sucres 
to the Ecuadoran Government for highway construction on November 6, 1959; 
(7) Export-Import Bank credit of $@80,000 to the Ecuadoran Government 


for construction at the International Airport, Guayaauil,on March 29, A 
amendmiaaTt > 


1960; and (8) a Cooley, loen,thet-te-an-Eupert=inpere- Sami fom woe “ 
REO ARR TR peel tet tt Bt OT rd. aN RID 
A 


nent and iesietanceAch.os-losy-as-cmonded Ft -Stat see of |) million 


sucres to Empresa “lectrica del fcuador, inc., for “lectric distribution 
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facilities on October 10, 1960. for further information, see Agency 


for Int»rnational Levelopment, Othhee-~olthe—entsebbety Status of g 


Loan Azreements as of Marc’ 31, 196), pages 15-17. Additional credits 





authorized by the Export-Import Bank during the vears 195f-1960 are 
listed in Export-Import Bank of "ashington, Report to the Convress 


for the Twelve Months Ending June 30, 1961, pages 1if-150, 





The Int rnational Rank for Reconstruction and Development 
approved a loan of 312 mitiion to the Guavaouil Port Authority for 
port development on October 9, 1958, For further information, see. 


International Bank for Reconstruction and Development, Fourteenth 





Annual Report, 195f-1959, pares 30-31, 
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Editorial Note 


In despatch 30 from Quito, July 22, 1958, the Amesican Embassy reported od 
on a trip of Ecuadoran Minister of Lefense Alfonso Calderon “oreno to the 

United States, France, +taly, the Netherlands, 5elgium, the Federal Hepulic 

of Germany, Brazil, and Chile, June 7-July 1, 1956, presumably to buy 

arms for Ecuador. (722.,U0(W)/7-2258) At a news conference which he fheld 
immediately upon his return to Quito, according to the Embassy's report, 

he stated that in the United States he arranged to pay an old Ecuadoran 

debt to the Department of Defense, arranged to buy a Landing Ship, Medium 

(LSM), and had fruitful talks with General Lemel C. Shepherd, Jr., Chairman 

of the Inter-American Defense 3oard. "No record of Minister of befense 


, unofficial 
Calderén's talks during his/visit to the United States was found in Department 


of S,ate files. 
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ARA’EP Files, Lot */ D 566, “Peru Relations - Ecuador-Peru Boundary 


~Ame rican 
Memorandum of Conversation, by the Assistant Secretary of State for Inter 


tiago, August 16, 1959., 2 
Official Use Only Santiag Wy 


Us|/MC/r0) 
= _ _ —_ ae 
%. —e 
Peru-Ecuador Boundary Lispute 

Boumio;s 
Foreign Minister Tobur 
Anbessador Chirliboge, Aub. 
to the J.5. 

=~ 

&. 

le. - 

PER per flptates 

i eines amination go 
sae 3 





—_ apo, ee eee 


ithe EcusAcren Foreign Minister called et the fivitatio: of the Secretary, 
accompanied by Auvaseador Chiriboga. After coversl ccoaplimentury rema ‘ks, 
Yoreign Minister ober raise’ ths problem of the Peiu Zcuador bounsexy, is 
“seid that scousdor wantec to koc> the subject quict tetvoern nov ail the Quito . 
Conference in ortwr to avoid any kini of ou’hreek acd to assure that Porc woula 
sttend the Confereace. He commented on the ellicore publici:, fran Pru’ 
regarding tiis guectian. 


The Seczetexy Andicated tast the Quaventors in Rio hac this sul ject under 
conitmuing regi” :4 eckrywleiged ice poseicility tus. @ sestecent might be- 
W “Bede Guarautars > » @ Yoreign Minister expresse. the hops toast nose vould 
be issued. 


’ 
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“ Mr. Rubottaa agked the Porwign Mini. <er vwhetoer his Goverament still 
, ore to invite’the Chiefs of State of the otier ‘x. Loan Republica to 
-etteni a seeting in Quayayuil at the end of she Inte--/aerican Coufereice next 
February. Mr. Rubcttom Specifically mentioned the d!eturbancen vhich }.sd 


occurred af the ago es & factor poweslbly being consi icred } 
Coverument nf +A Tne Yoreign Micister, ignoring the reference to 
Guayaquil, rweetfivmed their intention to invite the Chiefs of State to Susyaquil 
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\V according to information on the source text, Secretary Herter approved 


this memorandum on August 25. 
> de Carrera 
This conversation took place in tel jose at 6:00 p.m. Secretary 


Herter and Foreign Minister Tobar attended the Fifth Meering of Consultation of 


Foreign Ministers of American States at Santiago, August 12-18. For documentation 


on the meeting, see pp. ff. 
Z 
\/ te designation US/MC/1® stands for the tenth of fourteen memoranda of 


Secretary Herter's conversations with Foreign Ministers attending the meeting at 


Santiago. 


ae wa 
V In despatch 542 from Quito, June 5, the Embassy reported . a bloody outbreak 


ae 


began at the funeral of a draftee in Portoviejo on May 29, spread to Guayaquil, June 


2 Rr 


1-3, and resulted in 27 killed and many mre injured. (722.00Q/) /6-559) 


j 
‘ 


Reference is to Argentina, Brazil, Chile, «nd the "Inited States, who, 


as Guarantors, signed the “rotocol of Peace, "rien-ship, and Foundaries between 


Peru and Ecuador at Rio de Janeiro on January 29, 19:2. 1b entered into force 





on February 26, 194?, For the text of the Protocol, see 3 Jevans 700, 
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Eisenhower Library, Whit House Central Files 
Memorandum from the Under Secretary of State (Dillon) to the President 


Secret Washington, September 28, 1959. 


Geel 1 
SUBJECT: Confirmation of Determination and 

Determination under Section 451(a 

of the Mutual Security Act of 1 

as amended, permitting the use of 

funds in order to furnish military 

assistance to Ecuador. 


£ 


Ecuador will be host to the llth inter-Amerioan - 
Apert te sue in early 1960 which will be attended 
re 





ign Ministers of the 2] American States. 
Ecuador has also proposed that a meeting of chiefs of 
state of the American Republics be held in Guayaquil 
during the closing days of the Conference. The Ecuadoran 
Government, recalling the serious disorders that occurred 
during the Inter-American Conference in Bogota in 1948 
and expressing its grave concern over known Communist 
plans to disrupt the forthcoming Conference in Quito and 
the proposed Presidential meeting in Guayaquil, has 
requested United States grant assistance in developing 
appropriate security measures ., 


~ 


<- 
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Current indications are that the Communists will seek 
to disrupt the llth Inter-American Conference by employing 
their propaganda apparatus, both in Ecuador and internation- 
ally, to portray the Conference as an instrumentality of 
United States imperialism in Latin America and, by using 
their penetration in Ecuadoran student and labor groups, 
as well as agitators planted in peaceful crowds, to 
foment demonstrations against the Conference and United 
States Delegates with a view to discrediting and breaking 
up the Conference, The Ecuadoran security forces are 
not adequate in terms of training, organization, and 
equipment to cope with this Communist threat. Nor is 
the Government of Ecuador able to finance the necessary 
equipment and training which will not be provided except 
through United States aid. 








‘ yy 
A memora.dur. of cunversation of March 13, 1959, retords Ecuadoran 


Ambassador Chiribora's request to Assistant Secretary Rubottom for t chnical 


assistance to the nmtional police of Ecuador anu for personnel to train 


Ecuadorans in intellicence work. (362/3-1359) 
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Because it is in the United States interest that 
the Inter-American Conference be held in a calm, demo- 
cratic atmosphere unmarred by Communist agitation or by 
an extraordinary demonstration of force, and because of 
your possible participation in the proposed meeting of 
Presidents in Guayaquil, it is believed imperative that 
the neces grant assistance be extended Ecuador. 
Should theitomauni ste succeed in disrupting a 
Conference do great harm to United & 

restige foreign policy objectives in Latin America 


and would undermine the confidence of the peoples of 
this hemisphere in the Inter-American system which the . 
United States in concert with other American nations has 
been working constantly to strengthen and perfect, most 
recently, for example, at the Meeting of Foreign 
Ministers in Santiago. 


Because of the urgency of commencing the internal 

security assistance to Ecuador as soon as possible, on 
July 12, 1959, a training program was submitted with the : 
informal concurrence of the Departments of State and | 
Defense and the Bureau of the Budget for your approval. 
On July 14, 1959, pursuant to Section 45l(a) of the . 
Mutual Security Act of 1954, as emended/(here a 
referred to as “the Act"), you orally determined it to a 
be important to the security of the United States that 
not to exceed $62,000 of the temporary appropriations 
for fiscal year 1960 made available for mutual sec , 
programs by Section 101(b) of Public Law 86-76,and any \" 
amendments thereto be used to furnish milit services \ 
to the Ecuadoran Army, without regard to the requirements 
of Section 105(b)() of the Act. Of the $62,000, approxi- 
mately $43,757 has been obligated for this purpose 

J suant to the rity of Public Law 86-76, as amended 

\‘7/ y c Law 66-115, 





‘S 
x 
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Apart from the services referred to above, there has 
now been developed with the Government of Ecuador a pro- 
grem of assistance in two ses. First, the United . 
States proposes to provid pot \eontirel—snd other appro- 
priate training and equipment tot Bousdoran Nationa) 7 

>» Police, which normally are responsi or erna 

/security of the country but are inadequately trained and 
equipped to discharge this responsibility, in order to 
improve their ability to maintain security during the 


Quito Conference and proposed Guayaquil ted Suez This 
phase of the program will cost an estimated 2,892. 











, af 
d ‘ 


> Mutual Security Act of 195°, Public Law 85-77, avoroved 
June 30, 195P, redesirpna’ a sec, 301 of the Mutual Security Act of 


195 as sec, 51, (72 Stat. 261) 
y / 


For the text of Public Law "6-76, »pvroved July 1, 1959, see 
73 Stat. 159, 
fy 


for the text of Public Law 8-118, aoproved July ‘1, 1959 
. ’ 


see 73 Stat. 266, 











= 


Second, against the contingency that the situation 
should become critical and a state of emergency should 
be declared by the President of Ecuador, during which 
the police would be placed under mili command and 
the combined police and armed forces would be responsi- 
ble for the maintenance of order in the country, the 
United States also proposes to poorees @ more comprehen- 
sive program of internal security training and equipment 
to the Ecuadoran armed forces. This proposed military 
program comprises the furnishing of such training and 
equipment to specially organized Ecuadoran "anti- 
Communist forces", and is estimated to cost $803,175 
(military training additional to that already furnished, 
estimated to cost $19,410, and military ogut t 
materials and services estimated to cost 83,7653. 


While Ecuador is eligible to receive grant mili 
assistance, the furnishing of such assistance is specifi- 
cally conditioned by the requirements of the first and 
third sentences of Section 105(b)(k) of the Act. These 
provide, in effect, that military assistance may be fur- 
nished to Latin American countries only to permit them 
to participate in Western Hemisphere defense missions, 
and that internal security requirements shall not be the 
basis for military assistance yt to such countries 
in the absence of a Presidential determination. Accord- 


ingly, in order to furnish the additional milit 
assistance to the Ecuadoran armed forces for the ternal 


security program, it is necessary to waive these require- 
ments. 


The use of funds as referred to above is considered 
to be in furtherance of the purposes of the Act and 
important to the security of the United States. 


IT IS, ACCORDINGLY, RECOMMENDED that you sign the 


.$ ~“enelowea memorandun, thereby confirming your or 
) determination and the new determination as required 
by the Act for the above-mentioned purposes. 
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The Secretary of Defense and the Director of the 
Buresu of the Budget concur in this recommendation. 


“ot orinted; in » memorordum to the Secretary of State of Septemver 29, 














1959, the President confirmed his oral determination of July lu, 1959, for the 
proposed assistance to Ecuador, A covy of the confirmation is attached to the 
source text. 

The "nited S*stes con luded an internal security assistance agreement with 
Ecuador »y notes exchanved at “astineton, January °2 and 25, 1960. Aircram 
CA-6987 to Quito, February 2°, 19/0, enclosed copies of the referenced notes 
and informed the Fmbassv t'at the arreement was deemed to have envered into | 


operation on July 15, 1959. (722.5-MSr’/2-2960) 
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Editorial Note 

Ambassador Christian M. Rawndal and Minister of Foreign Affairs Carlos 
Tobar Zaldwmbide exchanged notes at Suito on January 2U and February 11, 1960, 
constituting an arrcemen. for a five-year loan of two United States patrol 
craft (escort vessels) to Ecuador, For the text of the agreement, see 
ll VST 241. 

on February 2, 1960, at Quito, Ambassador Revndal ano Foreign 
“inister Tobar sirned ar Arreement Relating to a Cooperative Program in 
Ecuador for the Observation and Tracking of Satellives ana Space Vehicles. 
lt provided for continuing the operation and maintenance of the satellite 
tracking station at Paramo de Cotopaxi, known as the Quito Tracking Station 


Facility. For the text of the agreemert, see 11 US! 179, 
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Editorial “Yote 





In despatch 3f1 from Quito, March 6, 1960, the Embas«y reported that 
Ecuadora”™ “inister of Deferse Gustavo Dier Delrado had accepted the invita- 
tion of Secretary of Defense Thomas S. “ates, Jr., to visit Was>inrton and 
various "nited Stotes military installatiors, March 7-17. (722,00(#)/3-i60) 
Tn a news conference of March 26, Defense Minister Diez, who had returned 


to Quito on March 16, stated that the United States would supply Zcuador 


with $16 million in military equipment. As reported in despatch 31 from 
he 


? Quito on Aprii l, Sotense-suntater-Sies exp essed complete satisfaction 


vith his conversations with ‘Inited States defense officials, stressing 


the economic advantare of #he "Inited States military sid. (722?,00(w)/- 


h=160 ) 
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Editorial “ote 





A 


In a mangorand m of conversation wit’ Assistant Secretary of Stste 
~~” 


Hoy 2, tubotton, /4r., on reh 1), 1%0, Ambassador Jose H. Chiribora 
Villazgomez referred to a recent Ecuadoran request for a surcar quote of 


375,000 tons ir 1%0, Assistanc Secretary Rubotton replied that the 


problem was under study, (622.235/3-11460) In a note of July 21, 1%0, 


, wee 


to Ambassador Havndal, *oreign Minister Tobar raised the Ecuadoran 
request to a 10,000 ton sugar quota in the fourth quarter of 190, 


(F22.235/72260) The Secretary of State informed Amassador Chiriborza 


in a note dated Aurust 5, 190, that the "nited States could not consider 


Scuscdor as a source of surar in the reassignment of ‘Guba's quota for 


19%0, (f2°,235/7-1160) 


EC-14 pe ae. 






\A) 











BEST COPY AVAILABLE 





In despatct 72 from Quito, July 19, 1% 0, the =mbassy reported 
final of June 5 
the/results of the Eetiadoran Presidential electiongyas follows: 
— -“ lerre 
Jose “Moria ‘lasco/of the “ational Velasquista Yed-ration had reeecived 
373,505 votes; Galo Plaza Lasso of the Radical Literal Party, hed 175,076 4 


votes: jonzalo Cordero Crespo of th Vonservative Party, see 172,69 votes; ? 
ard Antonio Parra Velasco of tte Leftewing of the Socialist Party wee- f 


. peotived \6,173 votes. (727,.0/7-1%0) Carlos Julio Arosmna Monroy 








felasco Adriristration,.* (7°27,00/f<?%0) fresidert Velasco vas inaucurated 


for a foureyear term becinning micricht Aucust 71, 1%0, Seenthecstromseir : 


of the “ational VYelascuista Feo ration s elected Vice President. Ina 
” ° 
og menorandu” june © to the Secretary o *he ejection results, Assistant 
< 
x . 
_ : Secretary adopt ubotton, &., “xoressed surprise at the extent of Velasco's 
=) 
5+ 
— a victory, ond stated thet "in vir f bis actions ¢d ring ‘is previous edmini- 
<5 
oe tes strations, he is elieved to e ‘ical friendly tn the nited States." 
= 
— 
ve = a ‘ — es tar Z re i . ite, June ?7. the _™ ssy reported 
x terns 
4 t) at wembers of the “ational Velasquista “ederation were "on friendly/with 
~t 
ka _ , . , . , 
<_< t “moassy, and we er ect so insupers>| roplems in dealing wit! the 
ee nd , 
— ww 
3° 
6 
 ) 
Ps 
ved 
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722.@/6-2460 
Memorandum of Conversation, by the Consul General at Guayaquil (Allen) ;~ 
Confidential Guayaquil, June 23, 1960. 
SUBJECT : Asbescoior Rawrlal calls on Presidcnt—Elect 
Dr. Josd liarfa VELASOO ivarra 
PARTICIPANTS +: Anbassador Ravncal 
Dr. Jos¢ iarfa VELASCO iborra 
' 
rc wee ee 1% » @?) weco's 
i Ff lo ®@ two invro tor ra raprs ‘eos . - 
, ¥ 
~ ne? + a he 
at El “Tre . cd = 626 Sat Lor r a 7 ce Pres # «) . aA I 
”~ 
(ee) 
— 
< 
— 
” 
Oo 
hed 
—_— 
= 
> 
[vey 
= 
= 
> 
S 
— 
<= 
rr The Ambassador renarxed th.t he had prevented «ls cz is Te a58CO 
= in 195€. Dr. Velasco acknowledced in a very friend]: acrt. <A . aesedor 
4 nentioncd Ecuador's “orierte”® recion, anc nentioned tre *'recia™ la oath m .¢ 
tas by cuttine down jun le) between brazil a ! Eereder, and tia usibilities of 
=) onpenin’e a remanent rond comectine seuc PF with «* gile it. Velaro renlic! 
ve - , 
that he had bee aware of the Arbassador's inter in & "4 *. ond 
said trnat he would be nost willinre to cx reve vit Pragi. in seek » venture 
because it would be of very creet benefit for bot vazil a0: 3. 
Tue Anbarcador ex r oc the decim > read tra of ? 
elicitations from thc verretar tate to Dr. A 25CK a t 
Dr. Velacco’s eiectorel triw La, LO wae fe ] ‘6 Ai t ecrelali’. 
ie thanked the Arbes:rador and e11.d tise lis Gace da wevld to 
the Secretary of otate by telecran. 
’ The Asbarcader ov *erted to Dr, Vel*sco at C Use vorir7ven.t was 


anxious to know of r. Velasco's thinkin... rer 





ee ee eee 


ll tl tii inn, OP . 
- 
’ 


\ Drafted by the Consul at 


Guayaquil, 


, 


sc nt 4 oF. the 


1i1it3r 


P and other U.S. missions in Lewador, ond cxpressed Une hope . at Dr. lasco 
wowld collaborate with the pro sracs of these nissicnt. Dr. sco reniiet 
that he was well informed of the benefits which scuador had received and was 
receivine from Point 4V provracst in Devacor, He said that ‘w would nost 
certainly cooperate with the United Utatws, but tiist there ist be «. ond 

| = a0 
LY eee 
| 


A. Somerford; transmitted wider 


cover of despatch 92 from Guayaquil, June 24, 1960. 


‘ years 1955<«1°5¢ las * 


from “ovember 29, 1960. 


m>aSsadgor 


( cuacor in th rived tates 





““ 











et 


to the "paveleo"® (red tanec) which bottlei-un the leaunchin: of any ore-ra. 
Dr. Velasco mate it clear that is2 rod t+ oc bottleneck was wot the fault of 
Point IV, but rather of the Ecuslorea: jover-wernt wich took forever to sign 
necessary azreevcnts. 








The Ambassador sugrested that nerhaps those aic«cinistratiive bottlenecks 
could be abolished by means of acreencnt between the two -overnoents. Or, 
Yelasco reitersted hi conviction thet trese delavs were entirelw the fault 
of the Ecuadorean Govermimnt; that these shortcosin*’s had to be corrected, 
and said that reciprocity and mutual respect should result in the roslizati 
of mutual acnicvencnts. 


The Anbassador said that wo soucht nis views and advice on how to helr 
our friends in Latin America; that wo would appreciate Dr. Velasco's ideas 
ani advice with the view of improving our relations with the Latin Acerican 
people. Dr. Yelasco thanlcd the Aubassador for this tribute. Velasco 
reiterated his sincere desire to coovcrate with the J.5. Goverment, and 
nentioned a Secretar; of State in President Rooteveil's last aduinistration, 
with whom Velasco said he conferred with the hone cf attainine «wwtval benefits, 
He said, however, tnat conferrine with this Socretary did nol srodece any 
recults. Dr. Velasco azyain mentioned is desire to coocerate with tne Univted 
States. 








The Anbassador said tnat the U.5. Governmont was anxious to helo Ecuador 
in launching a low cost housine procran, and that we mede! or. Velasco's 
aivice concerning such a provraie Ore Velasco said that the poor cass in 
‘creator was cufferine from a deplorable econo~ic silvation, me olo “ont and 
little sovermernt initiative to alleviate th’s sit ation. He said Sat ho 
had to do something to cal his people, because his puopl wore restless, 
He continmed by savin= that the United States had the tec wnicians, ead tha 
these technicians could help him in fomontin: a low cost hovsing project, 
to mentioned tve towmship of Babahoyo which was i. a very srvat noed for a 
low cost housinz project, and eaid that toch a oretect for Sabahoyo would 


Fe 
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caln the peoole of that covrmmity. ~-, 

r 
Tne Aubassador said that turocu*’h the dahassy in Quito the U.S. Jovernuwnt v 

has been thinking about prosentin; a low cost howsin= vcrogran to Dre Velasco, 

and that we needed Dr. Velasco's advice and Dre Velasco's synport fcr och a -* 

orogrm@m.e Dr. Velasco reolted he needed such a protras, ani asked tiat the 

presentation and the help for such a provran be urvent. _ 
-_ 


on 
a 


The Aubassador mentioned to Dr. Velasco tnat tie Unite’ otales and 
Ecuator had comeon interests in the United Wations in conmbigint totalilarianiangs 
that the Russians were malciny efforts lo »enetrate Latin arcrica and sabotage 
our Solidarity; and that wo prayed that tue collaboration ne ‘ave us before 
in canbating this menace, would continue during his forthowsine ad:tinistration. 
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Dr. Velasco replied that he understcod, and said that he would not cease 
to awaken the Latin American conscience to this peril; that in so doing he 
would be giving the United States great help. He continued by sayin that 
we could not allow the Russians to overrun our institutions; that the United 
States has been the equilibrium between the democracies and the Russian 
menace; that the democracies must be strengthened because it was our obliga- 
tion to humanity. 





The Ambassador brought up the Cuban situation; the political unrest which 
Cuba was exporting to many Latin American countries, and told Dr. Velasco 
that he would like to exchange ideas regarding this problom with someone in 


Dr. Velasco's government. The Ambassador asked if he could leave with 3 
Yelasco a memorandum which he had on this subject, + Velasco was pleased 
to accept it. The Ambassador said that the memordndum could be amplified 


with the view of coordinating ideas concerning the Cuban menace in Latin 
America. Dr. Velasco said that soon he would inform the Anbassador about 
the person he would desiznate to collaborate with the Ambassador on this 
matter. ~ 





Tne Ambassador proceeded to make his departurc, thankin Dr. Velasco 
for granting him the interview, and Dr. Velasco thanked the Ambassador for 
having culled on him and for personally conveying to him the congratulations 
of the Secretary of State. 


ee 


k= wow. Wncr 


Ward P, Allen 
pine, — 
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3 The memorandum uhdet reference was not further identified. 
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Memorandum of Conversation, by the First Secretary of the Embassy in Ecuador (Rogers) 


Confidential Quito, August 31, 1960. 
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ww 
— 
<x 
— 
= “) 
i=) 
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Se eeenenie . eames 
= = a < 46-5. ede hw SSO pice’ 3 . 
s> a a 
Se Pe “ticipe ite: , Poot So En mk 
<7 * 
« United States ! me Ecuador es 
_ 
we = ° ‘Ss » 
of Urde Secretary Dillon ‘. Mini ster-Designate (Poreign Affeirs) 
of - Gereval Robert Cutler», ¢- — Joce Ricardo CEIRIROGA Viliagozes 
=m Mr. .chn Leddy, Special Asristant =~ Minister- Designate (Developne meng) 
o tc the Under Secretary Jaime HCBCT Yelesco 
aS Edward S. Little, Charge d'Affatres a.i. ~ m ~ ‘ 
ia . d. 1. Bumvel, Director of USOM/Ecusdor tal = 
= 9 J. T. Rogers, Pirst Secretary, Eubessy : ; 
Quito ; Bes hh ae 
' “ . £ 
Surject: Wcuedoresn-Peruvien Boundary Dispute > « At 
. > ee ~ *. 7 - > 
Aa ee : Ce 
G = ~ 
C , - 
6 aneird 
t . — : <3 
4 , ‘ ‘ 
é ~~ ¥ * a 





re : Mini :ter-Designate Chiriboga cpened the conversation by describing briefly the . 
“4 eigeificesce of the triumph cf Dr. Velesco on June 5, 1960. He said that the popular 
cmd ~<deuand"for economic improvenent bad expressed iteelf in the form of votes for Velaccs 

; rether than in the form of an explosion. Velesco is well aware of and concerned ac. ; 


ie ete orgstet Conuat, o08. te wasting. bo Boustin afateme Sf covets taproveiens witah 
— wn eatisfy populer aspirations. - Me 0 Ria ~ ” 
rok , . P . * ‘ - o~~ 

% Ecus ior has probless, ‘eaid catrtbogs, in the econcn'.c, social end international 


oe fields. 
= dens ” ~ +? . . : . 
‘ , P 7 . . © . 4 
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\W/ me designation US/MC/1 refers to the first of three memoranda of conversations 
Str 
of Under Secretary Dillon during his visit to Quito, augy51~Sepex4 to attend 


the ceremonies incident to the inauguration of President Velasco beginning Au 
Information on the source text indicates that this conversation took place in the 


u.S. 
inevicer Aabasesdor’ s residence at 3 p.m. 
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Bee en ne In tha international fiela the pechlen ‘ie the Rio’ Protocol of 19k. Tais._. 
* “ protecol, Chiribegs stated, wes signed under strong pressure from the then “~~ 


ma ww “Under Secretary of State Sumer Welles at a tiie wher. the Peruvien Arsy Avhich» . = 2 
- 77 - 


‘olg@ invaded end destroyed Ecuador without receon) occupied e good pert of the 
ae * copntry. Protocol met vith strong opocsiticon in Ecuater frou the beginning. | 
“ ” Revertheless} the Ecue@oféan Govermuent attempted im soca faith "carry it out. .- 
a = +? tat was prevented from doing ths by the geographical facts, i.e., that no ai 
-» - wetershed existed where celled for by the tresty. Peru has since seid in effect 
that the delimitetion of the bowntary should be complicted by following “the 


' Decignete potated out that the “impossibility” of doing this bas increased 
me of the greduul development of the spirit of justice throughout the“ -* 


~@ Asphere. 


hector Teste. President-elect Velasco a few cays ago he? Geclared with ful) 
vw lie suppert thet the Protecol is void. Ee caid th.t Eevséer did not went 
save any prodlen with Peru end hered that the Gunrantors rould unéerstend its 
cA Gen. Ee claizci that Peru is woriing terd to obtein © statezent by the 
vamter Povere waich Scuador voulé strongiy ogyvos2 coi +-uld interpret se an 
icvicasion that the Guarast ove do cot fully unierstans not ere not syapathetic . 
“iso she position of Scucdor. Thi: Guarantors should cowsinue te seek ways of 
ouving the problem in terms of justice an‘ ecuality. - 


% 


- 
- 
len! 
»* 
— 


As a> indication of its desire to iaprove relations with PE Eeusdor 
's amxicus to sign a bilateral trade sg-ecrent with ite scuthern ceighbor. 
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hirlhoga eaid velacse was determinec to holi the >! Inter-American 
ence tn Quito im Merch 1961 in order to solve problems appropriate to it. 
BC vadex s positicn is he thet the bourdery problem ebould he solved at the 


+ $2 











nt | Ceuference Wut it only wishes to point cut thet the groble:: exists. He said 
ae he wes cortcin the U.S. would contime to follow its ctective policy with 
ap wesevd .o the tcurfary problems. Be did nxt expect the Untted Stetes to take 
Ss oi‘es a. tetwees Ecuador and Peru. . 
j Ix sceperce to & question from the Unier Secretery, tie Minister-Desigmte 
saic that the problem waz act a question of th: emwnt of lend involved but a 


caster of bleod asad history. The Azazon was disccverec. by Deucdor andi is as 
i sportent to Eeusdor es is Quito. It is | a raturel boundsry. bepuega Peru and 
Covedor. “4 , f, 


_ 


| Tne Under Secretary eeked abcut the present situction after Velasco's 


- 


cetleraticn, implying that the Guarantors’ responsibilities may have been 
mciified. The Minister-Designste said that Fousdur vas not trying to A" the 


, mutter end thet there was no hurry in solving it. « 


Tae Ucder Secretary thanked Chiriboga fer his very useful statement. The 
Un'ted States desires a cutuclly ae as sevtlenent. 


sb - 


* 


‘ wiris of the Protecol which, in EcueZorean eyes, is irpeszible. ‘The Mint ster~*. ~ 
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Memorandum of Conversation, by the First Secretary of the Embassy in Ecuador (Rogers) 
Confidential Quito, August 31, 1960. 


US/MC/2 
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= to i 
-— 2s 
S = s “a 
3 Participants: 
— ad ‘ . - <— 
ou United States Ecundor : | 
Su e ' , * . . 
4 Under Secretary Dillon =" & Minister-Designate (Foreige Affuivs* | 
a Cenerel Robert Cutier . Jose Ricario CHIRIBOGA Vilisgdwez _ . 
ws Mr. John Leddy, Special Assistant : Minicter-Derignate (Developrent ) 
Ye to the Under Secretary _veine NEBOT Velesco ee 
<z Péward S. Little, Charge 4'Affaires'a.i. : rae 
Om g. L. Hummel, Director cf USOi/Ecuedor , : 
Se J. T. Rogers, Piret Secretary, Eubassy = 
ve quito ~ 
Subject: Scucdor's Economic Deveicpnent Needs _ ; . ‘ 
. « 
¢. 











, 


tin, 





ind seer<Destguate” nitect. sepiated t0’per' remarks already mete by Chixtboges 
on the mature of the social revolution of Jume 1960 elections. if their &rpirati one 
are not eatisfiec, people of Ecuadcr would teke «a road other thon thet of peacesus . 


eoeteps to achieve their objectives. , ot 


nebot pointed to the deterioration in Beusdor's terns of trade over the nest 
20 years and the decline in the annuel increase of the Gross National Product. ~-- 
4 The problez of unemployment is increesing, be said, with a 3.1 percent onmal 
increase in population, vhich meant 50,000 ney jobs required enoualiy. This 
muxber of new jobs are simply not avoileble. He said Ecuntor uceded help parti ee 
lerly in cediue industries which complezent Ecuador's basically agricultural S .* 





VY Information on the source text indicates that this —e took place 


desc. 
inuation of the 
in the mmorpcon Ambassador's residence at 3 p.m.; it caported a cont 
conversation reported supra on a different subject. | 
oz r- eo 





at cow __ RY) 
. BEST COPY AVARLABLE EC-23 240} 


IGN RELATIONS OF THE UNITED STATES" 


“DECLASSIFIED FOR PUBLICATION IN 


F 





" econeay. ‘Be mentioned specifically electric pover, Cistencer aout sraction” ana aes 
“soctal needs such as hovsing. WNebot emphasized that effective help is nesde@ 7 . 

quickly ani that not « great deal of time is available. He edded that at the ...«gy 
_ ‘ Semant there 19 no Communist representaticn in Congress and no uajer vision «te 
in. Dengpere, oe. vagente coonents, coqperesion vith the B-5- 2 PROT ag Gon m- 


* 


In response, ‘the Under Secretary reviered U.S. econanic aid policy over . 


the past twenty years, pointing out that through the experience of the Institute —— 

of Inter-American Affairs and of Point IV we have learned « good bit, including — 

the fact thet in or@er to make development and assistance progrems work, much Pes ome 

more than acney is required. Trained personnel ere absolutely essential to the .* o 

success of any program, vhether in industry or such fields as public adninistra- * 

tion. We heave also Learned, eaid the Under Secretery, that progrens ann. ¥6 

“ucceseful cry if their benefits are visible to tke people. . oe - 
The Unger Secretary said that the recently announced Progrez for Social 

r2lopmeat in Latin Arecrica wes initiated parti culerly because of our fecling ~ 

hemispheric solidarity with Iletin Acerica ani teceause it appears teat mcet - 

P—2s.2 22 2ricen goveranents shered U.S. views in this fielé end believe that - 

effective cooperation is possit is.} The program will probsebly be carried cut- 5 -.* 

levgely through th: tater- fnautenes Developzent Bank end the United States is | 

veaty to work with Ecurdor in the fielés of agriculture, road construction, + 

credit, power supply, trafiaing of perecamel, urban hcusing, etc. Much of this-— 

wlll be orgem’zaticnal help since it is beycai cur capability to Go everything. 

Je need to tegin work where we cen -- where good planning exists -- before tke 

Program for S¢cial Develoguass becones effective next epring. Other cooperative 

arrangements heve beer mate recently, on the beris cf excellent planning, with 

Perv “for Gevelomment of its eastern erea end with Colcem>ia {to b2 announced 

shortly) in the field of housing, land eettiezent, educaticn and general 

Cevolopment efter coreful study by ICA. . . 


Toe Under Secretery exphasized bis belief that this type of éevelopment, 
ca She basis of atéequcte preparation, is mich better than the other read for . 
the pecple of Ecustor, the rcad of giving up their freedom in return for promises. 
Ee said that fresicert Zisenhower had asckea him to express his best wishes to 
the cew Presideut of Ecuador and hie associates, and to say that the United States 
wants very much to cooperate with Ecvador. Naturally we must cperate under 
certain leve which require that we know what we are doing before we do it. 
Speed im fact resulte from good a Say frequently bese on pane mede by . 
DIF cr other missions. 53m . : . A Te 


The eR EN Leer oR the Geodetic Survey mepping program is 
Obviously very funéamentel in Ecuador’se development program. An epplication 
to the DIF fcr this program could be handled very quickly. The Under Secretary 
also referred to IC\, Dis and cther missions which are to visit Ecuador nestle 
ani to the future role cf the Inter-/merican Development Bank. The Bank, he 
said, would be helpful in technical assistance fields as vell, eni in nony vays 
the use of Genk personnel might be more efviscble than the use of U.S. techniclens. 


“OQ YO 
ry 











\7 For documentation on the referenced program of aid to Latin America, see 


pp. ff. 
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September 10. He seid he hed epcken recently to Vance Brand about a $5,000,000 
NOT Gircseer I te tile 0 eurvey of tamtlen gree is sending e missicn cn - 

September 15 to make e ween | of taxstion problems and to recrgznize the Banco 

Ge FPomento. 


The Under Secretary referred back to the growth of Bevador’s Gross Fationsl 
Product an said he hoped Beuedcr could avoid the tvo extreces cf stagnetion ani 
inflation. Ee said there = been en evolution ia U.S. thinking the past two or 
three years with regaré to the problem cf commoditier. We now realize that it 
ia not sigply a problen of buying in the cheapest carket amaileble. Some succes: 
his been achieved in the case of coffee and now it is not only the U.S. Governmect 
which supports the international coffee agreement but also U.S. importers. Ther 
ers Gifficult prebleus in other fields -- cotton, lesd ané zinc -- but despite 
ligitetions the U.S. is interested in and vorking on these probiems on e care-by. 


care basis. 


Minitter-Designi.te Nebot brougst up bricTly the problem of price dircriminsa- 
tion against “cucdoreas bcnegas, vith Contrei hoericen vamcas receiving hizghe> 
prices. This is eo matter of life and death. [> caid he poped some control over 


price Cicscrigination might be pos-idle. : . 


The conversation wae broken off et this point because of other engagements 
ani no recponse in substance wes made to Hebot’s stctenent. 








ty byeeu ¢ 


S tne Development Loan Fund aade a loan agreement for $5 million with the 
Ecuadoran Housing Bank on oct y31, 1961; for further information, see Agape y for 


International Development, Office of the Controller, Status of Loan Agreements 





as of December 31, 1964, p. 15. \ 
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Editorial ote 


In despetch 135 from Quito, September 76, 1960, the Embassy reported 


OR 
that students demonstrating pag Ecuador's border dispute with Peru stoned 
A 


¢ 
the satbisen Consulate General at Suayquil and damaged a staff car on 


September 22. According to the Embassy's report, the police intervened 
classified 
promptly. (722.00(W)/9-2660) A/report entitled "Assaults and Other 


Aets against "nited States Personnel anc Istallations Abroad, 1960-1965" 


(Department of State “istorical Office Hesearch Project No, 782, February 
Additional 
1967), pave 10, contains further information on this incident. /iauumy 
on the demonstrations 
Sqgutems reportarcd is in Depart~ent of St y, file 122.4376 
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622.233/9-2760 


Circular Telegram from the Acting Secretary of State to the Diplomatic Missions in 




















WY the American Republics 
Confident ial Washington, September 27, 1960--2:22 p.m. 
456.) | 
| aon ine 3 Se aa, o84- 
Informal meeting representatives Ser Teese: rd powers took place Es eee 
eS ome 
New York 9:30 am September 26, Secretary stressed informal character of bs 
meting. Following expression of views by Lafer of Brazil, Taboada of b~ 
Sate | depestes ont dior of ila) agreement reached that both Peruvica sad 
| Ecuadorean delegates at UN meeting would be informed of following oy four 
: | . —_ 
5 | governaents acting separately: rr . _s “= 
z% | l. Meeting was informal in charecter. No announcem nt xx statement a 
(=) 
Se wiil be issued. : 
= :, will | = 
ie 2. Wo formal seeting of the guarantor powers NWEEEZ Le helu ..:i1 
- ae” . 
3. | after the \uito Conference. However, if there cnou.u be « 
treaty before thes, it «:u.a be 4 
ey unilateral denunciation of the ty . 
ie ! necessary <or the guarantors to meet to consider the situation. Tes 
=s . h ie 
3s aon 3. Guarantor powers could not be expected to agree any . 
3s ) oo unilatere. denunciation of treaty. or 
sal) 


Principal point mace by Lafer was what it would be abeurd ic. 


guarantors to accept Ecuadorean doctrine of nullity since major part of 
He suggested pcssibility 








treaty provisions have already been implemented, 























“a 
- ———_ 
| 
VY This telegram was drafted and Signed by Thomas C. Mann, Assistant Secretary 
I+ c/. 5. 
of State for Inter-American Affairs. Pete—+teleprem was also sent to the Ameséeen 
A - 
Consulate at Ciudad Trujillo. 
Vi Reference is to Foreign Min istew Horacio Léfer of Brazil and Didgenes 
Taboada of Argentina, and Walter Muller, Chilean Representative on the Council of 
the Organization of American States. 
-—__-—- 
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of ustiation se pest of bountary ust 30} ngneek- tee Lok ee, a 
Taboada observed Scuator had not yet formally denounced treaty and reported : 
\O/ Frondisi) had informa Velasco Ibarra Argentine disposed to view problen calmly > 
ge eoommptien Senator wouls mntatein cep fee ah Ore Fonmin essed Ligh 
opinion treaty could not be nullified by unilateral act of Eouador and expressed : 
opinion formal joint denarcie by guarantors umwrise, 
Muller agreed with Tabcoada four acne eee and expressed preference 
for bilateral discussions in Quito designed to encourage Ecuadorean goveriment _ | 
refrain from adcitional statements and actions, He said Chile would consider 


unilateral denunciation unacceptable, 
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Arturo Frondizi, Presicent of Argentina. 
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Telegram from the Secretary of State to the Embassy in Rio de Janei roy —y fo 
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622. 233/ 10-2560 


Confidential NIACT Washington, October 27, 1960--11:11 a.a. 


ce 


| | Following ere Departa@ent'’s views on oho ,eques } b 
presented by carvan’ Forige-Septevem dispute e(Depter 493 to 
Rio, Rio's 545,mméa550/to Departaent and Linas! 266\t0 Department). 


You should 21.6CUSs mmtigeetateatiommntsis these points of view with 
representatives other Gyarantor powers with view to eliminating 






» - 
- ” ~ 4 - 


confusion and reaching precise agreement: ' 
(1) We consider 1942 Protocol between Ecuador and Peru 
currently valid and binding on both Governments particularly in 
view of ®pproval by Congressional bodies both countries as 
provided in Article IX. This has always been US position. The 


word “currently” as used above is intended to recognize that 





Government of Ecuador has right to request that its claims 


ees of invalidity of Protocol based on (a) duress and (b) 








Tmpopeibility of applying boundary description to the ground (the 
s “VIII B(1) 
shed iesue under Article/MEMBSME of Treaty) be submitted 





mate 
[= thy International Court of Justice. For the Department to = 





ize that Ecuador has right to make such @ request d 























\/ this telegram was drafted by Assistant Secretary Mann and initialed by the 
Secretary of State. It was repeated to Quito, Lima, Buenos Aires, and Santiago. 


\/ None printed; the file numbers respectively are 622.233/10-1960, 10-2060, 


10-2160, 10-2560, and 10-2260. 
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pepeptemet—imply that Department considers that Ecuador's claims in 
this respect are necessarily valid or that they would probably be 
sustained by the International Court. Furthermore, we recognize that 
Peru's agreement to submission of Ecuadorean claim to International 
Court would be necessary as neither country has accepted compulsory 
jurisdiction of Court. In this connection we note Embassy Lima 
believes there ts Little Likelihood that Peru would agree at this 
time to a reference of Ecuador's claim to the Court. 

(2) Department also considers that the 1942 Protocol may not 
he nullifted or abrogated by a unilateral declaration on the part 
of the Ecuedorean Government. There are ne caveats or qualifications 
to this second point. 


(3) Department also considers that under terms of the 1942 


Pro'ocol Guarentors currently repeat currently have two principal 
remponsibtilities. @ The First relates to the “guaranty® under 
Article Vv. The Frotoce! ey ae the word “guaranty” but it would 
neem to impose vpon the Guarantors a duty to use their good offices 
to the ent that Peru and Ecuador accomplish the definitive 
Qumerewer — 


-_—_—_- 
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demarcation of the frontier line and that Peru and Ecuador resolve 
eny leral difficulties which stand in the way of that demarcation. 
The second responsibility of the Guarantor powers arises under 
Article VII of the Treaty which specifically provides that any 
disercreement arising in the execution of the Protocol “shall be 


settled by the oarties concerned® with the “assistance® of the - 


— 


Guarantor powers. 
Forercing is consistent with comments which Department has 
made (Depte!l 493 to Rio) regarding Peruvian assertions that 


Protocol is "untouchable"; that existing boundary markers are 





—— 
"immovable"; and that parties should renew activities to complete wr: 
1K om» 
demarcation. These wovld seem to deny, by affirmative guarantor _ 
decision, the possibility of future reference of legal issues to 
Internationsl Court. In our opinion Guarantors should carefully 
avoid arroratine a judicial function to themselves. 
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_ Gterrifreetcos 
—_ —_~ 
| Following are Department's views on tactics and procedures: "Zr mor 


>) ' 


(1) NoQ@—Z gentlemen's agreement GEE concerning any future 
(Quito's 231). Z 


Guarantor meeting was entered into with Ecuador by Guarantors{/ The 
Guarantors informal decision among themselves on September 26 (Depcirtel 
4 a, 
y &56 \y vas besed upon premise that Ecuador would cease publicly agitate 


borer issue and was designed provide cooling off period both caeuntries. 


This wis made clear to Chiriboga (Deptel 830) — v3 





(2) In view of continued agitation of issue, Department believes 
ws ic'int statement should be made by Guarantors rather than separate — 
< — - 
zo etntements which would be subject varying interpretations. This would ro 
So 
5+ precumably include a clear s*atement of Guarantors position tnat 
— 
35 Protocol crenot be invalidate? by the untlateral act of one of the 
a= 
a 
~% 
Sy (37) 7 tex! of statement can we believe best be worked out in kd 
~o to be cleared then with Department and presumably other Foreign Offices, wat 
we Ric, /We believe that it should be designed to encourage both Peru and a 
J — 
A & Fountor to cesce publie aritation of issue having in mind Sigmmem the need ° 
<s to maintain peaceful, friendly relations between the two countries and 
v= SLUT APEC 
Se SOD BOGS SUE _O WESNES SEEDS CHES SOD © Sens Up SoS) Saas Goa 
ae : " " . eeres ° ; eee e 
yoy Uireats to ite vellbeing and to the grave eomonie and social problens 
ixrks WOT NO Oa oc 
facing it, Sone of the ’ 
Lrvgran en in Article T of Protocol and in last year’s draft 
4 
mar or statement mirht be useful in this regard. { 
| (wt. 








\V Not printed; 622. 233/ 10-2160. 


\/ tate, p. to 
\9/ Sent to Quito as telegram 222, October |; supra. 
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(4) Department sees merit in suggestion made to us by Chileans that statement 


wvs86 bavo Lene efvenen fagnet on Sruntendino So pertietar $F 88; ype Semnet $9 
response to Chiriboga's a apparently sent to all Guarantors, (Lengthy | . 
\ October 22 5 
V telegram/ addressed to cate presumably similar to memoranda =< 
you refer to as having been received by Brasilian and Chilean Foreign Offices from ees 
Chiriboge,) Text fabhouxtaneparatacteegeunyX Statement might aleo refer in 
i 
ym 
MW, 
¥. 
aaa - 


general to various memoranda received by Guarantors from Peruvians, Department 





- 
=. suggests that, before text of statement is made public, Lafer on behalf of Guarantors 
WwW ° s P 
< might dedlamm/ido Tepresentatives of both Eouador end Peru A? statement, Lefer might 
zw 
~2 wish to make clear to Eousdoreane that statement is directed to issue of unilateral 
or _ 
cs denunciation and is not intended close door on pummttks possibility of eventual 
— Peru 
3= asttlenent satisfactory to both Hilifil and Eouador, 
= uw a 
a » “nan 
ow 
_8 HERTER ra 
we eee ae 
— <= 
eae ad 
nae 
“) ‘ 
<i =z : 
— * 
Ore } 
WwW WwW 7 
oa 
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\T Text in circular airgram CG-387 to Rio de Janeiro, October 27, 1960; 


622. 233/ 10-2760. 
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Telegram from the Secretary of State to the Ecuadoran Foreign Minister (Chirtbogay—\// 


Washington, December 7, 1960--2:56 p.m. 







rah 
S have the hener to camadotgn ot te , 
1960 which Four Excellency informs 1 me PK the Govarnnent and sees of . ie 
.. x &4 eve 
Ecuador proclaim their rejeotion of the’ Protoeol. of Rio és Janeiro of 1952 — 
» ¢ at STL 
and state the reascr. o: which this position is based. Tn full azrosnent vith 


the other guarantor povers to vhom Four Excellency addressed your self 


anes ae 


- -_ 





eimltanecusly in identical terns, I take'the Liberty of making the following ‘ 
/ Yesponse to Your Excellency's remris, viich are'a cause of concur to SS 
| it “Sf ke 


povere gurentesing the Erotessl. : pe | . 
It is ea basic principle of international lav Chet te mnpisteve) iis 
of one of the partios Se not suffiotent to savalidate a ovundary treat aor 
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to Liberate it from the obligations imposed therein. Only mit agri ce 
by both parties can modify ite provisions or attribute competence to au on 
/ international tribu..l to judge questions which may arics regarding such an { 
f| Anstrument. For th<.s reasons, until the sovereign and agreed will of 
Ecuador and Peru c. .rwise dispose, my country considers that the Protocol 
of Rio de Janeiro--signed and ratified by Ecuador and Peru and aL‘vady 
) applied in almost its entirety through practical acts of demrca:icn to 
a 











|, this telegram, bu Geni ty unasunibered, was 
bc Vapratted by Richard A. Poole, Officer in Charge of Peruvian Affairs and ' 








an 
John k Dreyfuss, Officer in Charge of Ecuadoran istehans mEsenes by the Secretary 
of State. The Foreign Ministergof the four Guarantor States (Argentina, Brazil, 


Chile, and the U.S.), named in Art.) V of the Rio Protocol of 1942 senf ider tical 


telegrams, 


a 
Dec? 7. 


\7 Not printed; 622.233/10-2760. 





with the necessary changes, to Ecuadoran Foreign Minister Chiriboga on | 











ts ° - 


[ Woioh the partie themselves attributed definitive characteris 4 valid nt 25 | 
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instrument and should be complied with. Moreover, my ‘orerunent considers that 
any doubts vhich may arise betwen the contracting, parties in the process of 
practical execution of the Protoccl in the as yet undemrosted part of the: Sate —s 
frontier should be amicably resolved in accordance with Article 7 of that "i & 
ductrument with the cosistence of the guarentecing powers: Based on this view! . 
point and in its capacity as e guarantor coutey my Govermmest, faithful to 
formal undertakings assuned under the terns of the Protocol ani aninsted by the | 
sash stantne Soshins ot Setentshtn’ Sus tuem tandems saniast a AELETT 

any monent, in concert vith the other guarantors, to render then its assistance © * og 
in search of a happy solution of any disagreensat between then. - 

_ With regard to the preoccupation manifestated by Your Excellency concerning 
the concentration of Peruvian troops which may have been observed on the southern 
frontier of Ecuador, I wish to manifest to Your Excellency my confiie.ce that 
no American country could today challenge the peaceful conscience of the continent 
and to remind you that solidarity in the face of aggression established by the 
inter-Anerican systex is a secure guarantee against any armed threat. 

The United States, together with the other guarantor countries, is confident 
that the contracting parties will maintain between themselves the closs harmony 


and fraternal union which should prevail between republics of the American 





In telercram 75 from Rio de Janeiro, Decemver 9, the Embassy quoted an 


appeal sent that day »y the Brazilian Foreign Office to the Peruvian and Ecuadoran Foreirn 


linisters on behalf of the guarantor countries of the Protocol of Kio de Janeiro, 
They appealed to Pefyficor and Peru “to remove all reasons for tens.on between them 
ana esteblish an atmosphere of goodwill in their mutual relations which would permit 
them to overcome their present misunderstandings,." The guarantor powers offered 


"to lend every assistance toward that end," (6°2,2232/12-960) 
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The Spanish text of an eight-page telegram from Ecuadoran Foreign 
Minister Chiriboga to Secretary of State Herter, December 9, replying to the 


oresent televram, is in ARA/EP Files, Lot 67 D 566, "Peru Relations ~- Peru- 


Ecuador Boundary." 
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722. 00/12-1660 
Memorandum from the Director of Intelligence and Research (Cumming) to the Secretary 


\\ [oF Statey 


Secret Washington, December 16, 1960. 


SUBJECT: Intelligence Note: The Situation in Ecuador 


Dr. José Maria Velasco Ibarra was swept into the presidency on June 5, 1960 
by almost an absolute majority of the total votes cast in a four candidate race. 
President of Ecuador three times previously (193h-35, 194-47, 1952-56), Velasco 
has retained his persona) political magnetism through persuasive, sometimes 
demagogic oratory, personal honesty, and a broadly defined program promising 
benefits both to the laboring classes and to business interests. Nicknamed 
El Loco (the crazy one), Velasco is temperanental, nationalistic, unpredictable, 
‘and although he recognizes the benefits derived from association with the United 
States, he places greater emphasis upon Hispano-Americaniem than upon Pan- 
Americanism. Aware of the dangers of commnisr, Velasco has nevertheless 
played upon the possibility of a closer association with Cuba and the Soviet 
in an attempt to further Ecuador's position in its boundary dispute with Peru. 


Corutitted by his campaign to a program of prompt and effective economic 
development, Velasco, since his inauguration on September 1, instead has placed 
major emphasis on the long standing boundary dispute. By agitation of this 
issue Velasco has apparently hoped to obtain a revision of the Kio Protocol of 
192 which ended a limited border war between the two countries on terms generally 
favorable to Peru. The United States, Aryentina, Brazil, and Chile countersigned 
the protocol as "guarantors". As a consequence of Velasco's affirmation that the 
Rio Protocol is null because Ecuador had agreed to it under duress end after a 
telegram from Foreign Minister José Chiribocga to the guarantor powers .ressing f 
this thesis, the four quarantor powers issued a statement on December 7 which ri 

» 
r, 


—- 
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basically reaffirmed the protocol's validity short of an agreement by both 
countries for its modification or adjudication. The Ecuadorean reaction to the 
guarantors' statement was sharp and the populer demonstrations which aaa 2 


| were directed almost exclusively against the United States. he: 
\ Goverment, Manuel Araujo, a rabidly pro-Cestro left-winger, has wed advantage i 
| of the widespread resentment to urge that Ecuador turn to the Soviet Bloc for iL. 
cupport. The cabinet voted to establish diplomatic relations with the Soviet 8 
h Union and Communist China and the Vice President, Julio Arosemena, publicly ad- v. 
ves 


votated declining the “dubious honor" of hosting the XI Inter-American Conference, 
once postponed and now rescheduled for Quito beginning March 1, 1961. However, ae 
there has already been substantial opposition to these gestures toward the Soviet  ‘— 
Bloc by the more moderate elements within Ecuador and President Velesco has in- 

dicated privately that he would not take the initiative to establish diplomatic 
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~~ This memorancum was transmitted to the Secretary of State via the 


Executive Secretariat. 


“~~ In despatch 292 from Quito, December 12, 1960, Ambassador 3ernbaum 
reported on the Ecuadoran reaction to the cuarantor powers’ declaration 
of December 7, statine that the physical damare to the U.S. Embassy and 
other 7.35. buildings in Quito and Guayaquil was consicerable. Ye predicted 
that Ecuador would neither accept nor implement the guarantor declaration 
in the foreseeable future. (622,233/12-1360) 

A memorandum of Decemser 15 from Deputy Director Samuel 0. Lane of the 
Orifice of Jest Coast Affairs sent through Leputy Assastant Secretary Coerr to 
Assistant Secretary “ann s:irmarized enti«pbsen demonstrations in Quito 


on Lecemver 9, and Guayaquil, December °-10 and 13, resulting from the 


fuarantor statement of December 7, (722,00/12-1560) 
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relations with the Soviet Union although he would give favorable consideration 

to any such Soviet request. These relations, according to Velasco, would be 
completely without commitments or strings and the Soviet Embassy would be 

drastically limited in its size and activities. The factors mentianed above, 
combined with the favorable reception in Ecuador of the recent U.S. affirma- 

tion of our respect for OAS treaty obligations to come to the defense of any 2 
American nation which suffers aggression,,have reduced the probability that” (A 
diplomatic relations will be established with the Soviet Union or that the 
Inter-American Conference will be cancelled. 


The decision as to whether, and if so, when, the XI Inter-American 
Conference will be held is now under consideration by President Velasco. 
His decision to attempt to hold the conference as scheduled, or to work for 
its postponement or cancellation, will be of major importance. Outright 
cancellation of the conference is reportedly favored by a majority of the 
cabinet and could imply Ecuadorean repudiation of the OAS. However, it is 
believed that Velasco is aware of the unfavorable impact that this would have 
on his economic development plans. Likewise, a further postponement of the 
Inter-American Conference would be a blow to Velasco's prestige as he has 
severely chastised the preceeding administration for the original delay. Holcing 
“the conference in Quito as scheduled, or even after some delay, could possibly 
reinforce Ecuador's ties with the American system at a time when they are strained 
but also runs the risk of serious popular demonstrations against the OAS and the 
Rio Protocol guarantor powers. The situation is further complicated ay the fact 
that the Minister of Government, Araujo, has authority over the police and con- 
ceivably could allow such demonstrations to wreck the conference. It has been 
reported that Velasco would like to remove Araujo from office prior to the date 
set for the conference. Yet,despite several opportunities, Velasco has failed 
to move azainst Araujo and Velasco may feel that he is unable to do so under the 
present conditions. In spite of the President's assurances that adequate security 
measures would be talsen should the conference be held, there remains a probability 
of serious demonstrations as a result of deliberate leftist agitation of the already 
emotionally charged boundary issue. Barring a previous determination concerning 
the conference by Velasco, the situation will be discussed further when foreign 
Minister Chiriboga arrives for a Washington noliday about December 22, 








3 


Reference is to a statement at the press briefing of December 13, 1960, 
by Lincoln White, Director of the Office of News; text in S/PRS Files, lot 77 D ll, 


Wational Arconis ssion NC 3-59-77-3, Daily ®riefinres, vol. 22. 
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His comments reflect improved atmosphere following 
Araujo dismissal, and are in accord general position set out 
Velasco in meeting with Ambassador Bernbaum December 14. and ~ 
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722. 58/12-1960 





Telegram from the Charge in Ecuador (Little) to the Department of State ~— \/ 
Confidential Quito, December 19, 1960--7 p.m. 

. 1. ) 

Mice 


j 

L. past ten days relations between members of US Army 
Mission and Ecuadorean officers with whom they normally do 
business have been cool and strained. 


However, today during three hour conference General Calle, 
Chief Ecuadorean Geueral Staff, categorically stated following 
to Chief US Army Mission: 


1. Ecuador will not accept military assistance from bloc 
countries. 





2. He appreciates past US Army assistance received and will 
appreciate similar aid in future. 


3. Chief US Agymy Mission and other officers of mission ere 
free to express their opinions to him or to their counterparts’ 


4, Former friendly, personal relationships will be re-estab- 
lished. 


5. All of his military efforts are and will remain directed 
toward defensive measures only. 





._ Comment: Conference took place at usual Monday meeting with 






in his subsequent public stapements, 
amprene- LESSLS 


li 








\ 
\Ytnts telegram was repeated to Lima and Guayaquil. 
\ r/ : 
In despatch 307 from Quito, Deal” 20, the Embassy reported that President 
aL, 
Velasco dismissed Minister of Government Araujo on dec.” fe. According to this report 


' ' 
Araujo's “dismissal brought to a rapid close a period of leftist agitation without 


precedent in Ecuador.” (722. 00(W)/ 12-2060) | 











EE" ob 
a —« 

Best copy avaiasie E(.-25 2105 
722/5-MSP/ 12-2960 \ 
Telegram from the Acting Secretary of State to the Embassy in Ecuador; ——\/ 
Official Use Only Washington, December 29, 1960--7:25 p.m. 


390. 


ose ; 


| voliowing statement vill be issued by Department of State with approval | 
Foreign Minister Chiriboga to hold for relesse tvelve o'clock noon Washington/" 
December thirtieth.) Eubassy should communicate this joint statement to 
Government of Ecuador for concurrent release. 

GUUUE Farimctngratas The United States ani the Government of Ecuador 
' | today made the following joint announcement: 

Foreign Minister José R. Chiriboga of Ecuador bas consulted during the 
past few days with high level officials of the Department of Staté und of 
various United States Government financial institutions concerning President 
José Marfa Velasco Ibarra's economic and social development plans and the 
part that the United States can play in assisting Ecuador to realize these 





Pe 





- 
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plans to raise the standard of living of its people. Various missions from 
the United States have already performed preliminary surveys of the projects 
hopes to accomplish in the fields of lov-cost housing, electrification, 
roeé coustruction, provision of potable water to various Ecuadorean . oe 
communities, and economic mapping of the country. On the basis of these 

studies and the discussions with Foreign Minister Chiriboga, U.S. officuls 
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(== _,—sse ‘confident that prompt consideration can be given to the proposals f5a2 \ S 


i* oo . 


—— rf d— —_ — baton cml 


' 
j 
4 Drafted by Dreyfuss and signed by Lane. 


. 
. 
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V tt was issued as Department of State press release 713 of Deci”"30 and 


M 
printed in the Department of State Bulletin, Jarw16, 1961, p. 83. 
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The projects discussed that appear to be promising include the following: 

Assistance to Ecuador in establishing savings and loan institutions that 
will permit low-cost housing to be made available to pepple of modest means, 
es well as assistance in initiating ‘self-help’ housing in Ecuador. 

Comstruction of first class roads from Santo Domingo to Esmeraldas and 
from M. J. Calle to Buaquillas. 

Manicipal vater systems which would contribute to the ecomomic grovth of 
Bousdor and the velfare of its citizens. 

Electric power installations in the Manta-Bahia de Caraques area, with 
accompanying transmission systems, and projects to increase the pover generating 
capecity in Cuenca, Alao-Riobamba, San Jose, and Loja. 

| REBSEETFURLE Mapping of Western Ecusdor as a preliminary to establishing 
development projects. 

U.S. officials are avaiting receipt of loan applications for these projects 
and for others which are still in the preliminary state, and look forvard to 
careful consideration of these projects as they are submitte and to further 
mutual consultation with the Government of Ecuador. "im. 
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Despatch from the Ambassador in El Salvador (Kalijarvi) to the 


Department of State, 


Confidential San Salvador, March 6, 1958. 


~ 


No. 481 7 
{teetommee: | 


L 4. —_— 


sussecr. Possible Deterioration in Relation? with4he Salvadoran 











3 | 
Government a 
| aoe 

While our relations with the Lemus Government have been | 
cordial and friendly, a number of recent developments taken in , 
toto threaten to produce a cooling off by the Salvadoran Presi- ._ | / 
dent and his Government towards the United States. ("tf | 

‘The Lemus Government has given plenty of concrete evidence , 
of its friendliness. A few typical instances might include the ft BR 
following: | ( 6, ic 

(1) the release of the U.S. fl ist ng vessel KOKOMO 4.44) ,» PF 

e immediately after its seizure witho : fo ff t on our —— aa. 
7 part, in a most cordial st aeeeiie . ef ° 
_ _ 

(2) President Lemus’ freely ¢ en M3 fi/se and _ Q) | 
publicity for President mt ten letter to Bulganin,, CoN 
including his own long and\ favorable written comnuentary ;, if Ol fom 

(.) The general support*ef the Government of El Salvador ( bs. 


7&2 
_~S 


for the U.S. position in the U.Nv-and the particular support 
for the election of william Sanders as Assistant Secretary 
General of the OAS; 


(4) The conciliatory efforts of the Foreign Office to 
accommodate the Salvadoran constitutional 200-mile territorial 
water limit to the Lnited States position regarding ccnserva- 
tion of resources and freedom of the sea. As part of that 
eftort, the Salvadoran delegate to tne Geneva Conference spoke 
in favor of the United States position barring the admission \ 
of Communist China to the Conference,., 
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(5) The signing recently of a new Air ilission Agreeme:.t, in 
spite of the higher costs imposed on the Salvadoran Government 
for the maintenance of the Mission here, 


All of these illustrations icstify that relations cculd not 
have been more cordial and friendly in mite of the ».7[mupocumxx 
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\V On Dec. 18, 1957, a Salvadoran patrol boat seized the U.S, 





flag fishing vessel Kokomo about eight miles off the coast of El 
Salvador for allegedly fishing in Salvadoran waters. Lemus ordered 
the vessel released after representations by the American Embassy 
and evidently by President Somoza of Nicaragua whose family had a 
business interest in tiie Kokomo. Documents pertaining to this 
subject are in Department of State decimal file 611.166 Kokomo, 

y, Reference is to Eisenhower's letter of Jan, 12, 1958, to 


Nikolay Aleksandrovich Bulganin, Chairman of the Council of Ministers 


of the Union of Soviet Socialist Republics; for text, see Public 





Papers of the Presidents of the United States: Dwight D. Eisenhower, 











1958, p. 75. 

} Reference is to a letter from Lemus to Eisenhower, Jan, 30, 
1958; a copy is in Presidential Correspondence, Lot 64 D 174, On 
Jan, 22 Kalijarvi had delivered to Lemus a copy of Eisenhower's letter 
to Bulganin. 

\ Reference is to the United Nations Conference on the Law of 


the Sea, held at Geneva, Feb, 24-Apr. 27, 1958; for docuinentation, 


see vol, I. 
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/ For the text of the Air Force Mission Agreement, signed at 


San Salvador, Nov. 21, 1957, see United States Treaties and other 





International Agreements (UST), vol. 8 (pt. 2), p. 2356. 
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| stand the Embessy has had to take opposing the position of El | 


Salvador on certain issues. 


While the Lemus Government has cooperated with us cheer- 
fully on important issues, our concessions to them have been 
few and relatively minor in importance. There were accommnoda- ry 
tions made to El Salvador during the Osorio administration;) but | 
since the inauguration of President Lemus, the one major favor- 
able concession on our part has been the agreement to sell 238 

"U.S. used airplanes to Ll Salvador. 


It is against this background that we measure the present 
problem. Each item that follows can be defended cogently and 
persuasively as the proper course for the United States to follow. 
Each can be justified in terms of our policies and objectivos. 
Each alone can be managed within its own context. However, when 
all are taken together the composite is not manageable. In com 
bination they raise the broad question of whether we have <iven 
enough attention to the overall aspects. They also raise the 
further question, Does the Department consider that any changes 
are in order? 


(1) The delay in inviting Lemus to Washington. The Lemus 
visit has been under consideration for more than a year. UHe 
first publicly expressed a desire to visit the United States 
while President-elect. Neither Lemus nor any of the other high 
officials of his Government have made any secret of the import- 
ance they attach to this visit. It has been tise subject of 
radio and press corientary. In a recent conversation with the 
U.S. Military Attaché in «1 Salvador, en official of the Salva- 
doran General Staff said President Lemis had expressed his dis- 
appointment to the staff officer over the failure of the United 
States Goverument to invite President Lemus to Washington for 
Jj a state visit. 














(2) The visit of Ydigoras Fuentes and the proposed visit 
of kchandi to Washington. While President Lemus has made no 
public comment on this score, he cannot have failed to be 
nettled at the extension of the official invitation to Ydigoras 
Fuentes to visit the United States, especially since the invi- 
tation was announced while Ydiroras was visiting El Salvador. 

It was a front-page story in all the newspapers and the subject 

of radio announcement. It is small comfort to President Lemus 

that these visits have occasionally been referred to as informal 

or that the visits have been made in an individual capacity 

since the men in question have gone as president-olect and not 

as chief of state. It is impossible to explain convincingly 

the difference between a formal and an informal visit when the 

news reels in El Salvador show Ydigoras Fuentes and his wifs | 
debarkins, from President Eisenhower’s plane. beinc met at tha 


| VW, 


/ Lt. Col. Oscar Osorio, President of El Salvador, Sept, 14, 
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1950-Sept, 14, 1956. 
\Yxo record of this conversation with Lt, Col. Robert S. 


Ferguson, USA, was found in Department of State files. 
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[ Washington airport by Secretary of State and Mrs. Dulles, and | 





BEST COPY AVAILABLE From. 





thereafter being escorted to Blair House. Furthermore, the news- | 
papers have played up Ydigoras’ conversations with President 
Eisenhower and mectings with other high officials of the United 
States Government. ‘They draw no distinction between the Ydigoras 
visit and that of other high dignitaries to Washington. Informal 
comments by private individuals, some with official connections, 
substantiate the above evaluation. “The forthcoming visit to 
Washington by President-elect Echandi is certain to increase the 
feeling of President Lemus and other Salvacorans that he is given 
unequal treatment or inadequate consideration by the United States." 


(3) The state visit of President Ibanez of Chile. In this 
context the long-standing intention to Invite President Ibanez 
to the United States loses its proper perspective. While the press- 
announced invitation extended to Ibanez may not have been as 
irritating as the visits of Ydigoras Fuentes and Echandi, neverthe- 
less, coming on the heels of the other invitations, it has served 
further to disillusion President Lemus with the United States. 








(4) Draftirig of Salvadoran Citizens. Disappointments such 
as those recounted stir up other problems. We were unable to 
assure the Govornment tnat Salvadoran citizens resident in the 
United States would not be drafted except during time of war as 7 
provided for in the 1926 FCil Treaty.; The Department agreed that \/ 
such acts were in violation of the Treaty and sought to correct the 
situation by eliminating Article 6 from the Treaty. ‘The Govern- 
ment of El Salvador would have been willing to accept the revision 
of the Treaty had it been possible to assure them that no Salva- 
doran would be drafted until one year after the date of notice. 

We were unable to do so, and as a consequence the Salvadoran 
Government felt obliged to interpret the notice, correctly so 
according to the Legal Division of the Department, as a termina- 
tion of the entire Treaty., 








(5) Three-cent tax on soluble coffee. The 1936 Trade Agree- 
ment between the United States and Ll Salvador,provides for the 
free entry into the United States of coffee. United States tariff 
schedules, howevor, provide for a y.05 per pound tax for coffee 
substitutes, essences and adulterants. t1 Salvador interprets 
the word “coffee" in the 1936 Treaty in its generic sense to 
include all kinds of coffee. United States customs officials, 
however, ruled Salvadoran soluble coffee dutiable under the Tariff 
Acte 








(6) The :250,000 check to Cruz Salazar. In the conversation 
with the United States Tilitary Attach? referred to above, the 
official of the Salvadoran General Staff said that President 
Lemus had received a photostatic copy of a check for 250,000 
made out to Colonel Cruz Salazar and signed by the chief of the 
Point IV Mission in Guatemala. He said that President Lemus’ 








1-994 
a 
y 7279 


V Refevence is to the Treaty of Friendship, Commerce, and 





Consular Rights, signed at San Salvador, Feb. 22, 1926; for text, 


see Charles S. Bevans, ed., Treaties and Other International Agree- 





ments of the United States of America, 1776-1949, vol. 7, p. 521. 








7 The Treaty terminated Feb. 7, 1958; pertinent documents 
are in decimal file 611.1696. 
! 
\/ Reference is to the Reciprocal Trade Agreement, signed at 


a 
San Salvador, Feb, 19, 1937; for text, see 50 Stgt. (pt. 2) 1564, 
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| interpretation of the check was that it had been given to Cruz 

Salazar by the United States Government as part of a deal to 
insure the election by the Guatemalan Congress of Ydigoras Fuentes. 
He said that this check provoked President Lemus’ further dis- 
illusionment with the behavior of the United States Government. 
While this can undoubtedly be explained, the possibility remains 
that Lemus may also consider this in terms of the large amount of 
assistance being provided to Guatemala by the United States as 
compared with the absence of crant aid to El Salvador. Many 
Salvadorans have made no secret of what they claim to be the 
premium the United States Government places on aid to unstable 
governments while ignoring the no-less-needy but more stable and 
democratic Latin governments. 





[ [et 
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(7) Lerms’ request for an MDAP Treaty. Although the Lemus 
Government is aware that former President Osorio turned down the 
the United States offer of an MDAP agreement, it does not feel 
bound by the earlier decision of the Osorio administration. 
President Lemus has expressed intorest in an MDAP agreement. 
This was discouraged by the Embassy, which informed Lemus that 
no funds were available for such a pact. As long as the neigh- 
toring countries, Honduras, Guatemala, and Nicaragua, have MDAP 
acreements with the United States and El Salvador does not, some 

residue of resentment on this score will continue to exist here. | 


(8) United States Officers for the Escuela de Guerra. Some 
months ago officials of the Salvadoran Army put out feelers as 
to whether the United States could provide two officers to teach 
in the Escuela de Guerra as partial replacements for the departed 
Chilean Army Nission. The Chief of the United States Army Mission 
discouraged this request on the grounds that Salvadoran officers 
can be trained better in army schools located in Panama or in 
the United States. The United States Military Attaché informs 
us that two Chilean officers are en route to El Salvador, possibly 
to fill the positions mentioned. 








ro] 
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(9) Mrs. Lemus’ Welfare Propran. Mrs. Lemus has been 
critical regarding failure of the United States to assist her in 
her welfare program, alleging that the Embassy promised to provide 
such help. The Embassy made no such promise but said it would 
see what could be done rerarding any request she made. No such 
request has been forthcoming. ‘levertheless, lirs. Lemus acain 
criticized the Embassy, along with other international agencies 
of the United Nations, for failing to help her with the program, 
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“ (10) Develonpment Loan Fund Application. We have had to be 
lukewarm In dealing with EI Salvador on the $8,000,000.00 lean 
sought for improvement of the conditions of the campesino, 
primarily because many projects contemplated do not seem to fall 
within the criteria of the fund. This may account for the delay 
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on the part of the Salvadoran Government in submitting a formal- | 
ized application ror the loan. | 








This list of issues is not exhaustive. As already stated, 
the items taken together add up to a possible cooling off by 
the Lemus Government. Not oniy has this been reported by a po 
member of the President’s Staff, but our own sources bear = 
it out, and members of the Mission have sensed some change in 
attitude. The change in attitude is the result of what might ( 
be termed negative actions on the part of our Government rather 
than any sudden reversal based on any single item. As alroady 
noted, each United States action can be justified on political, 
legal, or other grounds, especially when taken in its individual — 

context. Nevertheless, the net effect is adverse from our aa 
standpoint. Interpreted from the Salvadoran point of view, we =. , 
are either lacking in understanding or out of sympathy with —- 
Salvadoran aspirations. It should be emphasized that the 
Mission here has at no time been in conflict with the Saivadorm 
Government on matters at issue. On the contrary, in spite of 
the unfavorable positions we have had to take, reiations uv to 
the present moment could not have been more cordial and rriendly. 





| 

— 
This despatch is not a criticism ot any action undertaken se 

in the past, but is prepared to lay before the Department the ae 

need fa@ afrirmative action. It is the opinion of this Mission — 

that the opportunity still exists ror overcoming whatever bad 

impression President Lemus may have acquired regarding our 

attitude towards his Government. This can most impressively 

be done by issuing an invitation to President Lemus tor a visit 

to the United States and by mmking some kind of loan available 

tor his campesino program. Furthermore, sometime subseqient a 

to the Lemus visit, an invitation snould be extended to the 

Minister or Defense, Adan Parada, and one or two high-ranking tam” 

military officials to visit the United States. = 





’ 
} 
Thorsten V. Kalijarvi 
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ARA Special Assistant's Files, Lot 60 D 513, “Eisenhower, Milton: 


El Salvador, 1958" 


islerm 


Summary of Discussions during @e, Eisenhower's Visit to El Salvador, 


NU July 27-30, 1958, 
\ 
[ Undaled . 

Confidential, 

‘ “Mecusrions tn -1 “alwater were hei! Ly Ur. isenhower ant ce. ers 
of hie vcarty with rresident iews, senter. of the overment, busi:ncasren, 
lator leafers, ent others, ‘oo forms] ~~ ine other thaa the seuti- 
vith siness.en was hel! as such, ‘ro .iest us and fr, sensor 
traveled ex.ensively tovether and discuss’! ~any ovbjects. 


President Lemus said trat his aininistratlior was baeec on two 
principles: honesty {n Governsent and >otter living conditions. ‘« 
state: that vneither he nor any of his sisters «ere dirrine inte the 
rmublie eoffe.«. ‘te csuld not ssy that .cvernmuent officials sight . + 


try to deo oo in the future, but anyone ‘5 di4 w) dd eo tr ofl. he 

iresi4ent expresso? his Ceclins that the Loree bi cost orvu.iens fr.) 

olvs’or wore heesin,, «iucation, ant pga health, anti. f*1t trese 
really had *c be conuidere! as one sinvle ;rovle . 146 sicinistre: ion 


hed untertaken a bol! provrean to solve ms probless, but they he: not 
expected the world eccnozic recession, w.th the consequent irep in 
commodity prices, an! they hone1 some .» co lc bo found to enable thoes 
to go Torward wit: this :rorcras. The a'siniet.viion planrel the cone 


struc*‘on of 2,0 ) acre echoo's, an} siscce iis inseevuration 4G, 

ad {*.onal cf) tren had decn -orolleld ia the echeols. The :reside:.! 
s7id Yt eee saccearr’ to fit ¥ unie: oy eecest dlahornts, The 

ear alets rrwieed tut “14 . CLP ct ete ises. h ort pale 
Guoteeala for ten years but t.cy had oil ve ~ lAfe vor, 


ormier to deprive then of arr mts they coulil .o9, it was necessar. Lo 
larrove the living conditions of the aasses. ic *dtition to the Coverne 
ment's bold housing piorras, '* wold l'*ewlse te necessary for th» ble 
landholders to builld hones sor their te ast favocorsa. A wery Tew his 
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done co, bit not many. The Government «.4 .9' to press thea t> #9 60 
and if they still did net the Vovernmoont walt ‘int sears to c¢ oe: 
to uniertake ~rodrans of thie typo aather by »o os .or @ lew, oF «1 y 


makir~ 1t rosslble for then t detuct a. 2 part of tre cost of con truce 
tion of thess «cr&kers’ hones from their taxes. 


The [rect4ont on soverai occasions ald tri te tot’ «reat 
' assietance shich the ‘naited -Lates had senderet ww (1 .clvdor, 
particular.,; in the flel4d of technical ecoprrat‘' s. (@1 tMesated a ned 
for help at the egricultural echool but is no tin) did he or any ciher 
Salwatoran official restion sreclifle eure or Llo.rs, other than lo «ty 
that they hore! to he able to qo forwar’ with trl r housi::, educn: fon, 
ant ~ Hilfe *ealth rrorrase, Ue lrosi.e t or -it: fe-ling of tis 
hariships caused in él] “alvaior by the orp ins :11 coffer prices. .« 
did not, ho ever, as was frequently the cise «leewhere, believe that the 
United States could correct thie situation by sone arbitrary actica. 


The Iresitent indicated that he strowly “savored the caion of Centra) 


Acerican stutes as @ ~*.n8 0” rrovidin, all the countries of * 9 ££: °4 with 
6 breeder «rrvot for the ‘ree event cf laber 24 eoolse. ihies » 
- Pa 7 2 Cant: ieule 
a,* 4 
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~~ The source text is an unsigned carbon cony. President Milgtn 
S. Eisenhower of Johns Yopkins "niversity made a three-week factfinding 
trip; ad soveendh. remresuntabiee of the President, to Panama, “onduras, 
Costa Nica, ‘licaragua, ©l1 Salvador, and Guatemala. Fe was accompanied 
by Roy R. Rubottom, Jr., Assistant Secretary of State for Inter-American 
Affairs; Tom ®, Coughran, Assistant Secretary of the Treasury; Dempster 
McIntosh, Manager, Levelopment Loan Fund; and Samuel C. Waugh, Pr sident, 

” ( 

Export-Import Bank of Washineton, For further docunenta LION, see the 
compilation on Dr, “isenhower's trip to Central Amrica, July 1?-August 1, 
1958, pp. @. Despatch 5 from San Salvador, “ucust 11, 195°, trans- 
mitted memoranda of conversations of the Eisenhower mission in £1 Salvador, 
(120.1520/F-115@) Despatch 8&3 from San Saivador, Rugust 26, 195, sup- 
plemented despatch 55 with a report on Eisenhower's visit to El Salvador. 
(120.1520/f -265F) For Milton Eisenhower's report to the President, 


December 27, 1958, see the Department of State Bulletin, January 15, 
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contribute to raising the living stantari of the inhebitan e of all these 
: countries. ‘ie spoke aleo of the probles of over-population in © Salvador 
where 2.5 million poople occupy sone @,0 9 square ailes. 





Tresilent Lesus expressed violent on -osition to cowsuniss in envy 
forz, and the need for the free world nations to »aite their “orces 
ageinst this threat to bh ean liberty. The ‘resident expressed interest 
in the matter of controlling the soves of comvunist acentes in Central 
hmerice. He seid that t..c Salvadorans he! been very vigilent during the 
period of comunist rule in Gustesala ani that this vigilance was still 
required. The Coussmiant of the Military Acadeay, during the cerenonies 
at which Or. “isenhower presented a United States flag to the Acadeay, 
spoke words of praise for "ATU ani said that the nations of the heatepherc 
shoul eten! with this orraniaation in defense of world peace, 





President Loma, speaking of i resiicnt ivis “osoga of "licararua, 
esid he belleved-that fresident Sosoge wos 4n honcst man oni that «9 ime 
tended to iaplesent his announced decision to return the country to a 
more democretic way of life. jowever, he was fevei with vested interests 
ami duress that sade it difficult for hia to make radical changes in the 
policies of his father. President Lesus also state? his belief that 
President Sovoze intended to pursue a sore cooperative ani friendly policy 
toward the other countrian of Central 4-erica, ‘* expressel his belief 
in Precident “Sooora's sincerity ent said that it would be tifficu)' for 
the Yjcaraguan President to se*e changes ouldkly out be had no dontt that 
he w.1d aake these chances, «¢ eatd that he wuld ewe wr his opinion of 
President Sonoza by saying that he was a sincere, honest, eu! uprirht can. 


- — po 





The President expressed great concern with the let of rural workers 
in 51 Salvador, end expressed determination to do something for thes under 
hie Caapesine frorras. 


Pe 


The iresident on @ aquxbor of occasions o*cke of how much he was 
looking forward to his visit to the mite’ “tates early next year, “he 
‘resident also snoke with satisfaction of the recent apreesent betwoon 
the Central ‘serican co ntries which elisinated the need for visas. 





A group of ann-co~ountect labor lesters also spoke to +, Loenower 
ani Aseistant Secretary fui ctton at some length. They svore out oharply 
‘ erainst the attitute of the bir laniowners whose . reed in their o;.nion : 
fed rriet te the comtunist mill. They said that if the bir rlentalion 
owners end lanioweners wuld only be @ little oor ouaen now they «i eht j« 
save thenselves trouble in the future. They sick. foelingly of th. low 
‘weres rald the workers on the iontd, and tre ere... (iopartity of wealth and 
poverty in the country. ‘»*y) seened to feel that in sone way the .nited 
Ststes aicht bring same sort of pressure to bear on the latlowners to _ 
pursve @ wore liberal pelicy. ba 

—_ 


The presence of sixteen ereduates of Johns ‘lopkine University bigh- 
lichted further the close cultural connection between ©) Salvador and 
the United “tates, ‘tt the secting with the businersoen at the Dubrouy, 
no translation woa required as all of those cre ont spoke “nr lish, 
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Unlike other Central -merican countries, no specific procraz «29 gub- 
mitted, nor were specific requests for assistance aade., + general ex- 
pression of need for assistance was made in the three fields referred to 
previously of housing, education, ani health. The President spoke of his 
desire to complete the Acajutla Port froject. 


* 





The Salvatorans in a note, now aleost « year old, have asked tne | 
Unit-4 States Coverment for a loan of .? sillion,,; but they have never cos / 
up with any concrete projects for lve rural leproverent rrorraa in which / 
Lemus appears so interested. <o have on several occasions, without result 
so far, inforsslly explained that before consideration can be ziven to 
their lean application, they cust provide us with « detailed explanatica 
of their clans for using the money. Without having their explanstions, we 
now believe the ULF wold be the only ecency thst could seke ouch » loan 
to thes, ani we doubt present VL! policies would permit it to maxe such a 
loan. 





5 


“NCLYS TONS? « In view of the fact that no srecific prorran was 
presented in 31 Salvator, it is difficult to comment in a detailed fashion, 
but it appears that sone of the factors sentioned in connection with other 
countries of the area would hold true in this country. These are: 





/ 





(a) The need for an inveatory of the nuticn's assets, bot) hunen 
an‘ ~aterial; 


= ‘mo) the need fer ascistence in detersinine (he feas' bility of 
- estatiishin: new Iniastrial enterprises «a1 Jive sifyine a riculturel 
= a production; a 
gE ix 
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T at a meeting between members of Eisenhower's mission and 
Salvadoran Government officials in San Salvador, July 28, 1958, 
concerning economic matters, Antonio Serrano Langlois, Salvadoran 
Under Secretary of Economy, distributed a memorandum of proposed 
development projects of the Salvadoran Government. He said the pro- 
gram required $191 million, including $84 million from his Govern- 
ment and $107 million in foreign aid. (Memorandum of conversation 
by W. Douglas McLain, Jr., Third Secretacy, Embassy in El Salvador; 
enclosure 1 to desp. 55 from San Salvador, Aug, 11, 1958; 120. 15$0/ 
8-1158) 

Reference is to a memorandum from the Salvadoran Embassy 


to the Department of State, Oct, 2, 1957. (816.10/10-257) 
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Editorial Note 





President Lemus of El Salvador made a state visit to the United 
States, March 9-21, 1959. On March 11, he had discussions with Acting 
Secretary of State Herter and President Eisenhower, “emoranda of these 


conversations are printed herein, On the same day, Salvadoran Foreign 


A 4 
Minister Ortiz Mancia and Economics Minister Rochac met with Assistant 


Secretary of State Rubottom. A memorandum of this conversation is in 
locum entau 
decimal file §16,10/3-1159. lor aiditional iafermatien on Lemus' visity is 
- ; = A 
f asa 'F 
see decimal file 716.11; Conference Miles, Lot 6 D 560, Zelders 1207 and 


f wr a ee the 


L207Ag oe Department of State Bulletin, March 9, 1959, page 330; and 


Public Papers of the Presidents of the United States: Dwight Lb. Eisenhower, 











1959, pages 239, 21, and 253. 
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: 716.11/3-1159 


Memorandum of Conversation by the Assistant Secretary of State for 
Af 


Washington, March 11, 1959. 


Inter-American Affairs (Rubot tom) , 


Confidential 


BEST COPY AVAILABLE 


SUBJECT: Visit Of President Le us Of El Salvador 
. 
J 
PARTICIPANTS: President Leaus of 41 Salvador; roreign .inister Ortiz Maiucia; 


r\ hinister of Economy buchac; hinister of Public 
‘) Economic Adviser Jorge Sol; Aubassador Castro; 
Herter; Ambassador Ka ijarvi; Mr. lubottom 


“orks Parker; 
Acting Secretary 











/ 
To: | $/Si«l2c 
a | 
< | ; / 
zF Ss ; ‘ f 
= , / 
S _ E-2 / 
< = rr —_ emia 
ak The Acting Secretary, after pr. cting tne President and his party, commented | 
or on how muc. Secretary Dulles had a> -eciatea tne indication from Presicent Lewus 
Ow of nis desire to call on him at tin walter secd sospital, ue added vi... tne 
Sw vxecretary was still under treatment and aac not actually seen any of tn mewers 
“Z of ais ow: starf in the last few ceo 53 therefore iv would not ve possib.e ior 
Sy win to have the pleasure of receivi.., the President, as much as ne would nave ~- 
 — F liked doing so, Governor iierter ti..n voiced nis awareness of whe excellent a 
am _ speech mace the day before to the C.uncil or the Organization of American States ix 
2, ~ by President Lews)and offered to r..ce arranrenents ior the President or any — 
3S rm.bver of his party to meet with Al.an bulles, virectior of time Central in- — 
Se velilirence arenmy, 
* oe 
President Leius indicated an i. verest, i: time ~ rmitted, ana added that ne i» 
wo.ld like for tne foreirn hiniste: 20 mect wita er, Vulles, even if he were un- ein: 
able to ac so, ihe President point d out tue relationship Leiween the comaunist 
problem ami vhe socio-economic pro min his country and other countri:s, 
hr. lubottom mentioned that tn whole u.rust of i.e U.S. pulicy wes desiy.ed 
tv attack the communist problem av .ts roots by helping the governments ‘na tie 
peoples to raise livinz standards a : offer t.ope icr we future, Governor lierver 
exnressed his hope that tne Presid. . would express some of tlicse same ideas in 
his speecn Peiore the Conrress, anc ihe President inwicated tiat ue intended w ; 
_ do just that.> .he President stres: d nis interest in the economic integration os 
'" of Latin America, and especially ti. five c untries of Central America, as well | 
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|/ Acting 
Aoproved by/Secretary of State Herter on March 2u, 1959. 


- 


X/ 


For the text of Presicent Lemus' speech before the Council 
of the Organization of American States on March 10, 1959, see PAU 
doc. Cea 302 (Protocolar 10 March 1959), p. &. 

S/ 


For the text of President Lemus! speech before a joint meeting 


on Congress, March 11, 1959, see the Congressional Record, f6th Cong., 





lsé sess., 1959, vol. 105, pt. 3, pe 3699. 
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= - Panama if the latter were interecied,. Governor Herver expressed general | 
agreement and sugyested that the President mist want to mention the subject in 
his talk with President Eisenhower, At that point Presiaent Leaus asked “the Minister 


of Economy, Mr. Rochac, to express his views un the subject of economic integra- 
tion, 








Minister Rochac leaned heavily -n the report of Dr. Milton Eisenhowr,” ——Y 
\Sy ar Savas that section suggesting a pilot project of two countries like 





Salvador and Honduras", Preside: t Lemus .aterceded to say that El Salvador 
wanted to be not just a borrower of .onies frou abroad, but wantea to play an 
active role in economic development; ae addec tiiat this should not be misunder- 
stood since his country really needs assistance, but wants to do more than it 
has in the past. 





Mr. kubottom suggested that the vilot projectyinvolving just two countries, 
might require rather delicate negotiavion on the part of the countries concerned, 
Since all the other countries of Ceniral America were vitally interested in in- 
tegration, 


The l\nited States had moved fro:. a position of more or less passive 
acceptance of the plan of interratio:, to one of active and enthusiastic support 


of it, but it would be in an embarrassing position to favor any two countries 
over others in the area, 





President Lemus referred to the recent visit tirouyh Central America of 
Messrs, Frank and Turkel to discuss _ th the Sovernments concerned, and anybody 
else intcrested, the subject of are ional marxet. He said that they were 
anxiously awaitin” the report that «isnt be filed foliowinc tha. trip, since the 


means to achieve interration hac not yet been thoroughiy definea,,— _ - “VY 
Minister kochac said that, by h ving a pilot project of two countries, it aa 
would be possible to speed up the ac ievement of the onjective of a Central - 
American comson market. ‘hey have a.ready been workinz seven years aid, unless —_ 
something is done to break the road jan, it may require eight years more, _ 


The Minister recalled how many civil wars hed been fought in Central Amrica , 
toward the end of the last century < ij that these had been settled by the Pact of a 
Washington in 1907, thanks to U.S, yc od offices, He hoped that we would be able 
to do the same in thie economic field that we had dene in tne political sector 
back in that time. Ne stressed the :.ced to raise livin? standards, since there 
is now no middle class in Central Am: rica, 


~ 


Governor Herter said that we her been somewhat distressed oy some of the _ 
problems that have arisen in practice now that the European comoon market has 
actually been created, He said that Senelux had been a natural development, but 
that some new problems had been created or old ones accentuated, rather than 
helped,.by the common market,. 
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eftrtiice & Coy \ AU! mba 9) 
the report o the President by Milton S, pipemower / gre 


¢v 














iter MaArliD)) Cancer reels ta (tpt, e4e too Aviole / » «@ 
Dec, 27, 1958, sce the Departaentof State Bulletin, Jan-49, 1959, 
Lrrmorary ~ ee  Aoee ‘Z, rota ‘sake, 37> a5 tarred 
a:2>-— iu _ 


\"The statement under reference does not appear in Eisenhower's 
report to the President. 

\7, nesty R. Turkel and Isaiah Frank of the Department of State 
visited El Salvador, Feb, 18-22, 1959, on a mission to Central 
America, to discuss ways of speeding up Central American Economic 
integration. They talked with industrial and banking figures and 
government officials, including Lemus. He strongly supported the 
idea of Salvadoran economic integration with one or more Central 
American countries, perhaps Honduras or Guatemala, before economic 
integration of the whole area. Their report on the trip was not 
found in Department of State files, but documents pertaining to 
their discussions in El Salvador are in files 110.4-REA and 716.00 (W), 

\ Reference is to the General Treaty of Peace and Amity signed 
at Washington by Representatives of Costa Rica, Guatemala, Honduras, 


Nicaragua, and El Salvador, Dec, 20, 1907; for text, see William 





M, Mallory; (Comp..), Treaties, Conventions, International Acts, Protocols 


and Agreements between the United States of America and Other Powers, 
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1776-1909, vol. II, p. 2392. 
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3 { Minister Rochac referred to the relatively stable financial situation of | 


* * 


Guatemala, honduras, and £] Salvado:, addin- that the other two (Costa hica and 
Nicaragua) were not as well off. lic thought it was advisable to start with three 
countries or two, just El Salvador and Honduras, and allow tiie others to come in 
gradually. 


Mr, hubottom suggested that the future problens of the common market could 
be solved with good faith, hard work, and by devotion to sound principles in the 


beginning of the project, just as we are undertaking to do in the establishment 
of the Inter-Amarican Uank, 


Governor Herter alluded to the Jnited States' interest in the Law of the 
Sea and the conference now foreseen a year from this month, expressing-the hope 
that we would have the cooperation of El Salvador, The Foreign Minister, Sr. Ortiz 
Mancia, said that they thought we would have their cooperation, They have a con- 
stitutional rigidity with respect to the Law of the Sea,. but they believe there 
is a way of harmonizing our two viewsoints, (Later on the Foreign Minister assured 
‘Mr. Rubottom that they would be able to do this.) 


The Economic Adviser to Preside:.t Lemus, Mr. Jorge Sol, made a very stro 
plea for U.S. support of the economic integration of Central America. , Without 
this, according to Mr. Sol, there is no economic future to Central America, since 
they are too dependent on just one or two products. 


Following Mr. Sol's eloquent prisentation, the entire party left the 


, President's Guest tiouse for the Whitc« louse to meet with President cisenhower, 





a 4 For documentation regarding economic integration, see pp 
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Eisenhower Library, Whitman File, International File FY 
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Memorandum of Conversation by the Assistant Secretary of State for 


Inter-American Affairs (Rubottom) 


Confidential Washington, March 11, 1959. 


—< ————_—=— ee @eo*j —~se 


SUBJECT: Call on the President by President Lemus of El Salvador 


PARTICIPANTS: The ange res ed | President Lemus; the Act poaresetys 
Foreign Minister Ortiz Mancia; Minister of Economy Rochac; 
Minister of Public Works Parker; Economic Adviser Jorge 
Sol; Ambassador Castro; Ambassador Kalijarvi; Mr. Rubottom; 
Lieutenant Colonel Vernon Walters. 


i, The President, after greeting President Lemus and his col- | 

leagues, acknowledged that his visitor had an engagement to speak 
before a joint session of Congress and suggested that, in view of 
the time factor, President Lemus raise any matters of substance 
which he might have on his mind. 





President Lemus said that there was one subject of special 
interest to him, i.e. how to increase the economic strength of his 
nation as well as others. The President then inquired as to whether 
there was a project for a Central American regional market. Pre- 
sident Lemus replied in the affirmative, pointing out that El Salva- 
dor for several years had been convinced that there was too much 
—— compartmentation, as well as overdependence on one or two 
products. 


The President responded pointing out that the problem of 
borders was not limited to small countries, since the United States 
and Canada, even though a common geographic and security bloc, had 
to contend with the political and economic problems created the 
division at the frontier. He mentioned specifically the problems of 
lead and zinc, petroleum, wheat, and goods manufactured by wholly- 
owned U.S. companies in éanada. President Lemus, while recognizing 





the problem between the United States and Canada, said that their 
compartmentation was even more serious and was practically 














= 


a 


strangling them. The President recognized this and asserted eat “4 
an integrated market would strengthen all of Central America with- 
out any one country needing to lose dignity or any part of its 
independence. What is needed is for it to get started. The Salva- 
doran President declared his optimism for the future, especially 


with U.S. cooperation. 


Going back to his experience ten years ago in Europe, the Pre- 
sident recalled that he had preached the idea of economic integra- 
tion there. ~y spite of difficulties, the European countries 

eir 


are approaching 
vantages and less on the r 


goal, placing greater importance on the ad- 
isks of integration. President Lemus said 


that it was precisely these examples which stimulated them. Pre- 


sident Eisenhower recalled some of the cooperative 


efforts in 


Europe, in which the U.S. had participated, which had stimulated the 


common market, such as the European coal and steel 


community, Eura- 


tom, and NATO. He admitted that we had been motivated by our own 


interest as well as that of our European allies. 


second designed to achieve industrial integration. 


rather than more studies. The Minister went back 
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Minister of Economy Rochac, at the invitation of President Lemus, 
described the one-hundred-year effort of Central America to achieve 
political union, followed by the realization about ten years ago that 
such union could come about only as a result of economic integration. 
These efforts have now resulted in two treaties subscribed to in JY 
Tegucigalpa in June 1958, the first designed to free trade .4 the ¥ 


e avora 


bly to Dr. Milton Eisenhower's Report and its suggestion that El 
Salvador and Honduras might carry out a pilot project in economic 
integration which seemed a more practical approach than waiting for 
all of the countries to agree on a method. Hr. Rochac recalled the 
recent visit of Messrs. Frank and Turkel from the Department, which 
had stimulated still further interest in the subject in his country 
and in Honduras. The public is very impatient and wants results 


to the Central 


American wars at the close of the last century and recalled the role 
of the United States in the 1907 pact which had brought peace 


between the five countries. Central America can do a great deal by 
one le the United States, acting as a big brother, can help to 


accomp 


sh even more. Perhaps our efforts of 1907 can now be 


duplicated in the economic sector. Both El Salvador and Honduras 
urgently need to integrate their economies -- this is not a 


A") 


capricious whim. El Salvador has a burgeoning population and prac- 
tically no territory in which to expand, whereas Honduras has a 
vast area with a very small population; El Salvador has no Atlantic 
coast and Honduras has no developed areas on the Pacific; they are 
already joining their transportation routes and it would be easy 


to make their currencies convertible. 


The President assured the visitors that they 
the sympathetic attention of the United States to 











could count on 


their problems, 
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t/ 
~~ Reference is to the Multileteral Treaty on Free Trade and Central 


American Fconomic Integration (with annexes), signed by representatives 
of Costa Xica, El Salvador, Guatemala, Honduras, and Nicaragua at Tegu- 
cigalpa, June 10, 1958, and entered into force June ?, 1959; for text, 
see 45, UNTS 47. 

2/ 


Reference is to the Agreement on the Regime for Central American 
Integration Industries, signed by represetmtatives of Costa itica, El Sal- 
vador, Guatemala, “onduras, and Nicaragua at Tegucigalpa, June 10, 1956, and 


‘entered into force June i, 1961; 
jfor text, see U.N. Economic Commission for Latin America, Multilateral 





Economic Cooperation in Latin America (£/CN.12/621), vol. I, p. 23. 











“DECLASSIFIED FOR PUBLICATION IN 
FOREIGN RELATIONS OF THE UNITED STATES" 








- TTT 














° - = 


as well as our cooperation in every feasible way. President Lemus 
acknowledged that they had just seen practical evidence of this 
cooperation with the presence of Messrs. Frank and Turkel. He said 
also that, prior to his departure from San Salvador, President Ville- 
da Morales of Honduras had empowered him to convey to the President 
Honduras' hope that the U.S. would support the efforts to forge 
ahead with the integration program on an urgent basis. 


The President suggested that it would also be helpful if every- 
body in the United States, irrespective of condition of health, 

4 drink twelve cups of Sanka a day rather than just one or two 
cups of coffee. President Lemus acknowledged that this kind of help 


would also be appreciated. 


President Lemus said that his colleagues would be discussing 
specific problems with their opposite numbers in the United States 
Government, but that he had needed to know the President's own 


views. 


With respect to Communism, the President said that he assumed 
that the Salvadoran President shared his concern over its growth 
and inquired about Communist activities in Central America. Pre- 
, sident Lemus declared that fommunism was a world-wide problem which 
they could not escape completely. Communism grows largely because 
of underdevelopment and low living standards, as well as the lack 
of sufficient education to discern between the facts and the propa- 
ganda . out by the Communists, such as that of placing the blame 
for all the world's problems on the United States. This is not the 
case, of course. The Salvadoran President referred to his OAS 
speech of yesterday and the fact that the Communists are moving into 
intellectual groups, as well as economically impoverished groups, 
thus complicating the problem even more, since the poor and uneducated 
are greatly impressed when their superiors echo the Communist line. 
Greater effort must be made to solve economic problems, such as the 
opportunity offered by economic integration, to prevent the Communists 
from capitalizing on their efforts to move into these groups not 
heretofore penetrated by them. 


Both Presidents rose at 12:10 and, following the taking of 
pictures, President Lemus and his party departed for the Capitol. 

















“DECLASSIFIED FOR PUBLICATION IN 


" 
ae 
— 
x 
~— 
v) 
=) 
uw 
— 
= 
— 
ws) 
= 
— 
a 
oO 
WY) 
= 
7) 
~— 
<i 
— 
Ww 
ox 
= 
oO 
_— 
a 
a 
oO 
ae 





‘ 
‘ 


‘ 


— __ __ $4 - pat 
BEST COPY AVAILABLE Es-7 4 


716. 5-MSP/4-159 
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i 
Memorandum of Conversation by the Officer in Charge of Salvadoran 
A 


Affairs (Ross) 


Limited Official Use Washington, April 1, 1959. 


SUBJECT: Salvador Interest in a Mutual Assistarce Agreencnt 


“® 
owt 


PARTICIPANTS: Dr. Don Hector Devid Castro, Ambassador of El Salvador 


Mr. Roy R. Rubotton, Jr., Assistant Secretary 
Mr. Robert Ross, Officer-in-Charge of Salvadoran Affairs + 


sony enued wive 


courses OG 

















| Anbasssdor Castro saic President Lemus ':c acked hin te discuss iri. sually with 
Mr, Pubottem the possibility of ob*a'nine a UeSeeE! Salvador mutual) essi..tance 


agrienent under tie provisions of the Kio de Jameire accord. fle BAIT Thit whi 
’ 





the previous Salvadoran eduinistraticn, under Frosidert Osorio, had been "disir:lined*® | ; 
to sign och an aprement with the U.S.e President Lewes believed his country's inter- 
American defense obligationc on? slose fricndship with the U.S. indicated the d-tirae 
bility of an agreenent of this type. President Lerus would like to know, the Ahigseq 
cador said, whether or not ayreements were still being signed and the possibilities 
for consideration of one with El Salvador. 





ir. Rubotto ceid that certainly the absence of such an a reement ith El 

Salvador was not due to o lack of frienthio letween the two cowmtries ror does it 

have any deleterious effect upon this friendship. He ‘vent on to say that the world 
anc the future of its people hac cheneed ° creat deal cince the Rio arreasents. The 
Assistant Socretary cited tse new probability of any frture war being an atomic cone 
flict as an exarvple of the changes since 19454 we also pointes cut the effectivencse 
of the Orzanizgation of American States as an instrurent for the avoidance of intcre 
Anmcrican wars and reminded the Anbascsador of the onreli size of our mutual deferse 

programs in Latin Anerics, with the exception of our progran in brazil resulting from 
the ctrate;ic locition of the country and our missile tracking facilities there, 


He also told the Ambassador that the creeent trend of public ond Cor, .ress:*nal 
opinion in the U.S. was away from defense expenditures and in tie direction. of 





}arerreds assistence,. The Anbassador's frank discussion wis appreciated, Pr. 
ibotton said, and the question would be given full consideration. Howewer, Mr, 





V4 Reference is to the Inter-American Treaty of Reciprocal ' 


“a --* 


/ 


Assistance, signed at Rio de Janeiro, Sept, 2, 1947; for text, see , 


4 Bevans 559. 
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ott. — a — 
| Rubottonm said he could not be optinistice g _—_—_ ~ 
Arbassador Castro apprecieted the frank reply and said he believed nis 
President also doubted that this program was being omphasized ty the U.S. at this — 
time. He said he wuld advise President Lemus of the conversation and await fure 
ther informal reply by Mr. Rubotton. 
It was agreed that no formal cteps, such es a note to the Secretary, would : 
be taken at this time. ; 
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On Apr. 21, 1959, Rubottom told Castro that the United States 


could not conclude a mutual assistance agreement with El Salvador. 


(7 16. 5=-MSP/4-2159) 
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ARA Special Assistant's Files, lot 62 D 24, "(iPapers, 1959" ' 
i 


_— 


Memorandum for the Record by the Ambassador in El Salvador (Kalijarvi). av 


Secret Eves Only San Salvador, May 5, 1959. 


' 
; 

}. che President e214 that the protien of vo. unsse iad two . svects in 
4 Salvador. The first was the possibil.ty oO: imi.itration inte tie caupesinoe 
area co svented that he could not urwer 1 ow ceople » neu suffered 
4S 1.077 a8 the Pecp.c im the cOwltrmy areas Cou.d stlis MMANcain thLe.f Stad.i.ity 
and loyalty. He recognized that this condit.on constituted a soterntial 
sarnger; however, he proposed constructive progsra.w to raase We Staheard 2! 
living of the campesino. in this respect J. 5. aid, Voth direct ad indirect, 
would ve of definite assistance. 

so she second astrect of Vosmunis . rd.n. in tne towns and cities, 
workers were much closer toretner, oetter orgaiisud, in many instances mo; 
intelligent than the caupesino, ani were “ore easily inflvenced by subversive 
props ‘anca. He mentioned both the ,abor «roups «nr. Ul wi versity students 
in cormesction with ¢t former, ne referrec to commwnistedou.n..ted orranizations: 
in the latter connection, naszely, the university, Se was concerned about * 
perennial, as he described it, “eternai” stucent. Both he ard the foreign 
Minister anpoe red to have the same view as we Go of the s.tuation which con- 


fronts El Saivador. 


: #3 « . . ° , ; 7 ° —F ‘ Ls = 
rr 4@ Oriel a) SA r.Z * i so’ is rOV rv) 1.0 wad ow aes ° e spoKe °. \a8 
" s » ‘ss ‘ ww . a « } 

Gisvi.easure with the newspaners i0! ermutty Lous VO@murnist a ticies or 

yon unisteslanted articies to apre@ear in weir ud.i.¢ tions. Me mentioned the 


~ ’ ; 
cc Ph 7' @) 
4 
4 


"Soutnik”, end the relative softness of Viera Altamirano, editor ana 


rector of .) Diario de Egy, toward Cowrmumisis an. vomounist articies appear- 
ing in his saper. i was Suroriseg at the « »i0u av. he @enerated on tails 
Subject and the feezines he hardored wa respect to certain writers. it was 
orobvab.y understandable because Ne Wrox tie artic as a reona. aiiront, 
Speacing of en as being anti-governm:t 
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\Aai1 sent the source text to Rubottom and Snow, June 11, 


1959, under cover of @ memorandum stating that Kalijarvi wanted 


Herter and Dillon to have the report, fe 
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6. He referred to the ease of movement across political frontiers by 950. 

agitators and Commmnists in Central America. He felt further international 

cooperation was necessary, that no single goverrment could take care of the 

problem by itself. He said that people had been granted visas for the U.S., 

Canada, and other countries, and within a few days it was common knowledge 

that they had reached Moscow, 


7. In this connection he spoke of Cuba in derogatory terms. He and the 
Foreign Minister were in agreement that Castro was following tactics, expecially <s 
in the liquidation of opposition, that were typically Communist and un-Latin. 

He said he was disturbed about the ease with which invasion of Central American 
areas could be engineered from other countries, and concluded by pointing out 
that the problem of Communism was extensive and involved. 





8, He went on to say that the Communist objectives with respect to 
El Salvador were not hard to discern. The Foreign Minister concurred in 
Lemus' view that the number-one objective of the Commmists in Central America 
was El Salvador. He believed this was so because of the stability which this 
country has had-for several years, politically, economically, and otherwise— 
a stability resting in part upon tne liquidation in 1932 of the disturbing 
Communist element. Communist tactics aimed first at disaffecting all of El 
Salvador's neighbors: Guatemala, Honduras, Nicaragua, Costa Rica. (He said 
that Costa Rica was a hotbed of Communism in Central America and one which 
concerned him very much.) When all of the neighboring countries had been 
disaffected by Comminism, the final blow was reserved for El Salvador. 


9. He brought out literature and records seized fron’ Arias Gomez and two 
or three other individuals who had been to Moscow and Cuba, and read passages 
from the books, especially those by Khrushchev, translated into Spanish. 


STATES" 


10. Since we seemed to be arriving nowhere in spite of a long discussion, 
I said that as far as assistance in developmental programs both in the country 
and in the city were concerned, I saw no problem about what the U. S. might do 
to help. However, the correction of the internal situation and his wishes there 
were another matter. 










ll. He replied he appointed a committee of hich government officials to 
deal with security matters in the Presidency. He wished to raise this question 
with them, I commented that the U. S, had developed organizations to deal with / 
Communism, inclu the enactment of specific la 
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12. The Foreign Minister said there were two Cuban experts in anti-Communism 
‘to whom the Government of El Salvador had granted asylum. He thought they might 
be of assistance in connection with Communism here. The President said he would 
like to place the entire matter before the above-named committee. 





—— 


13. 
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lj. The Foreign Minister, after the interview with the Presiffent, said 
his desire and the desire cf a mumber of other members of the Cabinet was that i 


the President should create a bureau for action — Communism in El Salvador _ 


Thorsten V. Kali 


tee 
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Editorial Note 





On October 1, 1959, the International Monetary Fund set up a 
$7,500,000 standby credit which the Salvadoran Central Bank could 
draw on for balance of payments purposes until March 31, 1960. 

By using this credit the Central Bank could maintain a high level 
of liquid reserves without selling gold before coffee sales added 
to reserves at the end of the year. For additional information, 


see International Monetary Fund, Annual Report of the Executive 





Directors for the Fiscal Year Ended April 30, 1960 (Washington, 





D.C., 1960), pages 18 and 21-23. 
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A ‘ 
Memorandum of Conversation by the Ambassador ye El Salvador (Kaltjarviy V/ 





Confidential San Salvador, November 20, 1959, 
PARTICIPANTS: Lt. Col. José Marfa Lemus, President of the ag 
Republic of El Salvador , 
Thorsten V. Kalijarvi, American Ambassador ‘ 
| Sa President LEMS asked me to remain after the presentation of —_ 
Wy the parchment) saying he had a problem he wished to discuss with me. aa 


He stated that he needed U.S. assistance. He had already 
requested a Military Assistance Program. Now, instead of making «4 
specific suggestion, he wished to request such aid as could be given. 
The growing instability of the eres, especially communist agitation 
and possibilities “of attacks by El Salvador’s neighbors left El 
Salvador vulnerable. He referred to the despatch of a shipload of 
arms to an unknown destination from Mexico, to the invasions <a 
attempt from the sea, and to the constant disturbance of the whole ig 
area. Some time ago El Salvador had purchased a number of airplanes ~ 
from the United States and then had bought additional planes to — 
rehabilitate those already purchased. Some planes were lost on 
the way down and others had deterioreted in service. He referred 
to the five planes which are to be sent to Costa Rice for repair and 
rehabilitation. He contrasted these with the jets now contemplated 
for purchase by Cuba. He referred tc some 5O pilots capable of 
flying the planes, but no planes tofly. He noted the lack of funds ~— 
of the Government of El Salvador for the purchase of necessary co 
military equipment in order to maintain itself in a strong defense Nee 
position against possible attack. While his illustrations were — 
drawn from the air force, he was general in his discussion, including 
the need for ships for coast guard purposes, for control against 
smuggling, and for guarding the coast against possible attack. He 
added that tie problem confronting his government was grave and the e 
need for U.S. assistance, while not immediately urgent, certainly 
was in need of prompt consideration. There was a strong implication 
that he was asking for militery equipment financed by the U.S. Govern- 
ment as well as for assistance in organizing the military forces of 
this country. 


“DECLASSIFIED FOR PUBLICATION IN 
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} He voiced a desire to keep the budget in the black, maintaining a 
the social and welfare projects that have been undertaken, and at , 

; the same time to embark upon a progrem of defense emphasizing new 
equipment, ships for protection of the coast, and assistance in 
strengthening the air force. — 


———. 





tad vi : 


inc losure to desp, 224 from San Salvador, Nov, 20, 1959, 1% printed. 


2 
\/ The parchment under reference was not identified. 











z SS Se 


I replied that I understood his problem end that I was sure 
everyone would be sympathetic with his expressed needs. I would 
advise my government of our conversation and of the meeting which 
he had proposed for next week as a follow-up, with a request for 

3/ instruc tfons as to how to proceed.) 











Departmental comments requested. Unless instructed to the 
contrary, plan to pursue discussions with the President. If 
possible, hope to place matter on broader basis with the aim of 
reviewing measures apart from military assistance that could be 
undertaken to strengthen security along the lines of Embassy 
Despatches No. 165, October 8 and No. 206, November 9..-— 








| 


* 
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\K This matter apparently remained in abeyance until June 7, 


1960. For documentation, see p. | 
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Editorial Note 





Representatives of the United States and Ei Salvador exchanged 
notes dated January 15 and 22, 1960, at San Salvador incerinitely 
extending the Agreement of Yovember 21, 1957, for a United St. tes 
Air Force Mission in £1 Salvador, The notes w re transmtted to the 
Department in despatch 310 ‘rom San Salvador, January 29, 1960. 


(611.167/1-2960) For the text of the notes, see 11 UST 76, 
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January -25y-2066- 


Editorial Note 





Representatives of tne United States and El Salvador signed an 
Agreement Relating to the Guaranty of Private Investments at San 
Salvador on January 29, 1960, which entered into force, 4pril 8, 1960, 
The agreement was sent to the Department of State under cover of des- 
patch 434 from San Salvador, February 1f, 1960. (611. 1643/2-1860) 


For the text of the agreement, see 11 UST (pt. 2) 05. 
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Telegram from the Ambassador in El Salvador (Kalijarvi) to the 


Department of State 


Secret San Salvador, April 8, 1960--6 p.m. 


304, 


/ 

“Developments here over past few months have presented fast- 
moving panorama. Embassy, in attempting be as alert and 
sensitive to these developments as possible has not meant 

tp be ala cwever, in face reports such as that emanating 


(ALY 
Con 


situation deemed desirable. 
There can be no denying: (1) that whole country is in state of 
uneasiness; (2) that some serious strains and even open cleavages 
have developed in recent months among components oligarchic 
triarchy (Army, landed gentry and church) which has ruled this 
country for decades; (3) that President has lost, especially 
over past three months, great deal of support the previously 
enjoyed an’ is finding himself increasingly isolated; (4) thar 
oppositionist elements, led by Communists and supported morally 


and financially from Cuban sources, are gaining in streagth, Ge 
boldness and position, and are taking advantage of current 13, 
situation to heighten tension, create disillusion and prc: — 
mote dissension; but (5) that President Lemus is still*in control * 

of situation and is showing signs of an intention to_fight on 







back and to forswear cornerstone his policies t to date, ynien 
has been preservation of status quo., 


<2. ra 
ed 


Re (1) 4ove current pre-electoral atmcsphere is uoubL 


contributing significantly to general uneasiness. A", 
. Party is facing its firsc real opposition in years atid frees + 
elections — even ruling oligarchy admits that ads. ‘ 


likely to be deep. On the other hand, some elements feashil that 
too obvious maneuverings to control outcome might spark serious 


disturbances’ with overall deleterious affect on political 
OF PON ICT Vet 5a 





4 - AT 
860 
96D 


} 
\/ Reference is to San Salvador press reports that the Havana 





newspaper, El Mundo, reported on April 2 that the Salvadoran Air 
Force, led by dissident General Quintanilla and Captain Buitrago, 
had that day overthrown the Salvadoran Government, These reports 
were described in telegram 293 from San Salvador, April 4, 1960, 
(716,00/4-460) 

\/ In a conversation with Under Secretary Dillon at San Salvador, 
recorded in a memorandum of February 9, 1960, President Lemus said 
that his Government was seeking to expand its social welfare programs 


partly in order to counteract inroads of communism among Salvadoran 


farm workers, (716,11/2-960) 
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Stability of country. Uncertainty as to how best to deal with 
this dglemna is in itself causing uneasiness. 


Unrelated but combining to spread uneasiness ana even fear 
through sizeable segment local population have been recent 
circular letters threatening death to certain leadiny families 
here, series daylight aoductions and rapings of rather prominent 
ladies and gencrally high incidence of lawlessness, all of which 
of course play into hands extremist elements. 








Re (2) and (3) above, President Lemus deteriorating position/7~) 3 
and reasons therefore were reviewed in EMBDES 368, March 14.) Wy 
Disaffection has continued and widened even since then and it 
now no longer a secret that 14 families have withdrawn their a 
support. President himself tacitly acknowledged this and 

probably even widened breach during press conference early 

April when he called for change in mental outlook on part 

moneyed classes and, with veiled threat of resorting to leg- 

islation, urged them to humanize their wealth fer good of 

country. 


~ 
At crux of cleavage is wealthy e.ement's belief that President | a 
is largely to blame for current situation because of his do- — 
nothing attitude and policy, especially with respect to Comn- tye 


unist-led subversive activities. Tuey believe that if President 
had taken strong action against extremist elements and had 
prohibited them from returning from exile, organizirg and moe 
openly agitating, country would not have been whipped into 
unhappy state of uneasiness and tension that exists today, 
which they naturally, and probably rightly view as threat to 
their privileged position. Whatever the causes and they @re -° 
manifold, President today is an isolated man with his back 

to wail. (4) above, Communists, using other dissident elements, 
-are not only largely responsible for creating current situation, 
but they are exploiting it to full and, thus far, with impunity. 
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There is a widely held belief here, hcwever, chat while local 
ground sufficiently fertile to provide susterance for Comn- 
unists to grow in, they could nct and would not have been 

able to advance as they have without the Cuban situation. 
Opinion strongly voiced and heard in every quarter is that US 
must bear share of responsibility fcr what is happening here. 
Fully conscious that Cuban money ard cther types of support 
flowing in, question asked how it could be considered pcssible 
for country like El Salvador to deal mcre ccuragecusly and 
firmly with irsidicus Cuban machirat.ions than US itseli has 
thus far demonstrated willineress *o de. With this: marrying 
of local with internatioral uncertainty, an element of defeatism 
has spread which Iccals miircain is unlikely to be routed until 
US aione or in ccence-t ccher LA pations provides a lead 





Although isolated ard cenircared wit' situation which seems to 
be snow-balling, tere are as yer no firm grounds fcr ccncluding 
that President Lemus fas lost centrci cf situation. Development 
of past week sugges’, mrecves, c™at te cow tully realizes chat 
maintaining status quo is no leorger a viable policy and that he 
may be preparing to move move atfirmatively. nas: (1) *ctreck 
back at wealthy clique, (2) rest .f{fied some important nilitary 4 
and national police posts (EMBIEL 288) ,,(3) probibited PRAM 
demonstration April 2 (alchough he tas not yet moved te ban 
scheduled April 27 Commsnist-demnirated CG'S labcr congress), 
(4) in direct way indicated thar anti-Ccnmunist and social welfare 
legislation may be in otiing. He also 'as some strong perscral 
traits which if brcught into pley cculd exert positive influence 
in his favor. 
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Thus, while nct writing ‘im of f, Embass. ccnvinced chat critical) 
period from ncw thrcugh April 24 elect.icns and May Day. Any @ toe 
outbreak of discrders cculd tip tre balance. As we sec it, these -<\ 
is sufficient bostility and cppcsitics so thac if clique were a> 
“to organize and gain even partial suppor: cf Army, President — 
Lemus could be unseated. Most of requisite elements for such ‘ta 





2fF, Merch 30, 1960, is not printed, (102,21/3-3060) 








” 
ake 
— 
<a 

- 
VW) 
i) 
wae 
— 
= 
hee 
ake 
- 
— 
oO 
A 
= 
© 
~— 
< 
~ 
ad 
io 
= 
Se) 
-_ 
a 

io) 
~ 


“DECLASSIFIED FOR PUBLICATION IN 


BEST COPY AVAILABLE 54-/bar fe: 


sscer— 


*6<>— 306; April 8-6 pm. > from Sin Sader 





development appear to be preseat. Should this eventuate, 

Embassy convinced, however, that change would be in personalities 

at top and that, over short term at least, little alteration 

in country's basic orientation or friendship for US would result. an 


KALLJARVI 


Treen 











This conclusion was reported to the President by John S,D, 


Eisenhower, Apr, 11, 1960. (Eisenhower Library, DDE ©’ cries, 


Synopsis of State and Intelligence Material Reported to the President) 
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\t*# /OAP Files, Lot 64 D 16, “Political Local-General: £1 Salvador, 1960" 





Memorandum from the Director of the Office of Central American and 
Panamanian Affairs (Stewart) to the Assistant Secretary of State 


for Inter-American Affairs (Rubot tom), / 


Secret Washington, April 12, 1960, 








ixebles e- pie Le Stim. * 


oe = =» 
sor some vime we have ceen svekine an opportunity vo Lapress upc . 
Presice:.: “omus and upon the economic lenders of Li Salvador our «roving e 
concern about the deterioration of political amd social conditions in that : 
country. 
1:2 current visit to sashincevon of . inisver of ceonony .lfonso . aig s? 
wlll provice cod chamel to -et our views ecrcss vo both Toups., 
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/ drafted by Maxwell Chaplin. 

J A handwritten notation by Rubottom on the source text reads 
as follows: "Since I may not see him, I believe Messrs. Mallory 
and Mann might handle. & It is also noted on the source text that 
Mann saw this memorandum, 

/ Not filed with source text, 


Not filed with source text, 








*. 


without close ties to the gentry, so you misht be preachine to the convertec, 
However, it is well known that he is hichly respected in his country and in 
tne U. S., and this, together with his reputation for honesty and objectivity, 
would give great weight to any message from you he might take back to El 
Salvador, 


Lecomendation 
—hat you call Dr, Rochac in for a forceful discussion alonz the rollowing 





Hbrn) ainess ra 
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i 1. We have observed a deterioration of conditions in Hl Salvadcr 
which appear a serious threat to stability of the Goverment, 
Not only has the Government failed to take effective action 
avainst commmist and Cuban subversion, but more important, 
it has failed to act to reduce the basic social and economic 
probleas which create a climate favorable to revolutionary 
activity. 

2. We consider that the current agitation in El Salvcdor is 
probably overdue, and should serve as a clear warning to the 
country's governing groups. It is common knowledge that the 
campesino's standard of living in El Salvador is almost the 
lowest in Latin Ancrica, It is only logical that commnist and 
Cubun avitators realize this and concentrate their activities 
where the wealthy class is most vulnerable and where the 
chance of success is sreatest, 


3. We are reliably informed that agents of tie Cuban overnneiit 
in association with comamist groups are spreading the doc ‘sine 
of violent social revolution in El Salvedor and among other 
countries, and are directly interfering in the domestic 

; political scene, Several of these sane countries have urged 

that the U. S,. act against the Cuban government unilaterally 
or through the OAS, apparently without being prepared to 1.— 
“ecognize th al tue interventionist exirouien of t1¢ present 7— Laws) 
— Cu ban governuent constitutes an oven more imuinent danger to 
fbr /_ them than to the Us Se We consider that those who are thus — 
Kagan threatened by Fidelismo and Cuban subversive activities should 
feel no hesit4nce in bearing their share of responsibility for 
any collective action which may be required to counteract 
these threats, and should not hesitate to make known the 
grounds they have for complaints of Vuban intervention in 
their domestic affairs, However, we certainly would not wish 
to see action taken aguinst Cuba used as a pretext for violent 
repression of all those forces working ‘or social iuprovement 
in otner countries, ‘Though we ceplore the direction in wrich 
the Cuban governzent is now movinc, we have long supported 
not only in principle, but in practice, some of the necessary 
social and economic reforms which not only Castro but many 
democratic governsents seek, the most obvious example being 
land reforn, 
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4. Only the Salvadorans can resolve the -roblems their 
country faces. ihe wealthy must be prepared to mke real 
financial sacrifices to feed, clotie and educate the poor, 
They must be more responsive to social pressures, or 
they will be wiped out totally, The recent anonymous 
letter forecasting the assassination of the leading men- 
bers of the military and the aristocracy in El Salvedor 
may have been only agitation, but it is not at all 
unbelievable thet such a thing could happen if present 
trends contime, 


5e We should be able to express our concern to Rochac with- 

out fear of personal affront, for we imow of his out- 

standing efforts in his field to promote the development 

of his country, and do not consider him insensitive to 

his country's problems, Many of those with whom he deals 

are insensitive, however, and mig..t be interested in 

in knowing how the U. S,. Government views conditions in 

El-Salvador. Je hope he can convey this message to 
—_—~ President Lemus and to the economic leaders of his SOuDLEy. 
Cnhw / \ie ere earer to help out with well-planned aid projects, 
(ACW) /vut it is difficult to help those who wil 7 
Themselves. 
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Editorial Note 





El Salvador had "reportedly quiet and orderly elections" for 
municipalities and the Logislative Assembly on April 2h, 1960, 
according to Ambassador Kalijarvi. The elections a»peared "freer than 
anticipated," as indicated by the outcome in Salvador, civing the 
ovposition Partido de Accién Renovadora 53% of the 27,000 total vote 
for mayor, (Telegrom 323 from San Salvador, April 25, 1960; 716.00/li- 
2560) inal election results zave the ruling Partido Revolucionario 
de nificacién Democratica a total vote of 368,545 to 51,557 for the 
opposition, and control of all Legislative Assembly seats and all but 
six municipalities, In telegram 337, May 2, 1960, Ambassador “alijarvi 
reported that an opposition demonstration against alleged electoral 
fraud by the Government drew only a "small, unenthusiastic crowd." 

He concluded that the "public in general seems disposed accept results 
and administration believed safely through electoral period," (716.00/- 
5=-260) A memorandum of April 27, 1960, from the Director of Office of 
Central American and Panamanian Affairs, C. Allan Stewart, to Roy R,. 
Rubottom, Jr., Assistant Secretary of State for Inter-American Affairs, 
stated thst the opposition's showing in the elections "comes as a con- 


siderable surprise to us and it indicates we can now expect the tempo 
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of political activity in —l Salvador to be noticeably accelerated," 


ArAJORP Files, Lot 6 D 16, "Political Local + Generals £1 Salvador, 


1960" ) 
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Salvador, 1960" 


Memorandum of Conversation by the Charge @@-ehe~Gmbessy in El Salvador “~ 


VA _ (Downs ) ,) 


Secret San Salvador, June 7, 1950. 





- 2 
me C. Allan Stewart, Director, Of *ice of Centra! 
é American and Panamanian Affairs, Department of State 


~ Participants; .t. Cc!. José Maria Leaus, President cf El Saivador = / 9 


Donald P. Downs, Charys c°sfiuires a.i., Amer.can 
Embassy, San Salvador 








— 


“er. Stewart and ! called on President LZMUS at 10 A.M. on od 
» dune 7. The conversa:ion got underw:, with President Lemus paintin; 
in broad strokres @ picture of the internal + ituation here in El 


‘Salvador. He revealed that te was very mucn disturbed over recen: 

trends and particularly with the inf! liration of the ‘iniversity, 

the labor unions, the press, and other public institutions trat 

the Comaunists in tand with the Cubans had been able to accouplis. 

He said that it was now clear that E! Salvador was the main target 

‘but that it held, at the same time, tie key to this irea’s future. 

He said that «4s fons us El Salvador russineo Free the danger to 

other countries in the area was lossened. However, if ci So! vede 

fell, then it would be « very casy tig fer me Cur ins aac ine 

Comaunists to take over the orior countries of the Central ..erican 

re-ion. The President said what he ..d be nm very puciont, wt b 

had trieu to conduct « democratic government and thal “e ha. attewmpcec -_ 

ato evoid being repressive. tie addec, however, that the jia.ts had - 
now been reached and thatthe time for action had urrived. Mr. Stewart _ 
asked President Lemus why his govern-cent had not avaiied itself o° a 
the later-Azerican Peace Committee anc the tathinery which this ~~. 

*Cormmittee provided. e said he believed th... It was exceedingly 
important that all the governments in this area infor: the Iinter- 
American Peace Committce of specific instunce. of in.erference in _” 
the internal affairs of their countries Ly Cusan representatives. ~ 
In this way 4 documeniod file could ».» built up and could be used ~ 


by the Peace Conmittee in carrying out the -endate wnhis | , 
receivec from tne Foreign Ministers in Santic jog Tho Prosident ny, 
asked about the procedures that might be followed in doing this. te 


: his was explained to him and the President took down the nano of . 
Mr. John Dreier.) . 


‘_—_ 


_ 
re 
-_ 
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. The sonversation then turned mor. spoci- ically t. Cubs 
After recounting sozve of his experiences wit!, the previous %uban 
' Ambassador here, President Lesus declared omphatically that »e was 
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A 
\Y neference is to the Fifth Meeting of Consultation of Ministers 


of Foreign Affairs of the American Republics, held at Santiago, | 
Chile, Aug, 12-18, 1959; for documentation, see 44A#d@ pp. ff. 
2 


A 


Representative of the United States of*Ameréea on the Council 


‘ 


of the Organization of American States, and Chairman of the Inter- 


American Peace Committee. 
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act jointly with other Central American countries in re 
9 relations. with Cubs, ‘He said he would prefer that ell. - a 








American countries take this’action jointly. Mr. Stewart * 
Ident Lemus of his earlier conversations with President -. 


( ) lead in this matter. Upon hearin» this, Presi- 
dent Lemus authorized Mr. Stewart to tell President Villeds when 

he saw him the mext duy that El Salvador «as willing to breuk 

relations with Cubs and was prepared tc consult with Villeca’s 

ene anery, to work out the arrangements, He said that he would be 
iggropered te receive Villeda’s emissary here or to send an onl opery’, Lie 
Sto ag to workout the specific date and time. He also 
‘authorized Mr. Stewart to tel! President WOs of Costa’ Rica” 

the same thing. The more the President talked of this prospect, 

the more the idea seened to appeal to his and he reiterated tis 


eéuthorization for Mr. Stewart to discuss tre question with Villed. 
Morales and Echandi. 


<s President Leaus then turned to the question of assistance. =~ 

’ He explained that up to the present, El Salvador had carried the 3 

~~ burdens alone. He mentioned the cost Involved in the recent re- eee OE 
conditioning in Costa Rica of 10 Corsairs belonging to the Salvadoran 

Ale Force and recounted his conversation «iti: Ambassador Kul. jarvi 

+ of Jast fall in which he had wade a request for assistance ‘from the 

United States. This assistance was now sere urgently needed than 
_ ever. ci! Salvader’s borders and cousts were wide opon to unyone 

who desired to penetrate thes. For example, act a single bout was 

available with which to patrol the coast. Mr. Stewart ssid thay 

‘In this connection, he wished to tel! Presidert Lemus that the 

question of possible allitary threats ageinst the countries of 

Central Aserica from external sources had been discussed prior tec 
thin coming here and that he had Mr. tubottom’s authority to assure 

him that thy United States, working through tne OAS machinery, 

‘would coxe te the assistunce of any Latin “American government so 
'threatonec. Our assistance would be immediate and more than fully 
‘adequate. Un this point, President Lemus could rest assured. 

Mr. Stover, then explained at some length the probleas involved 

in concluding ea mutual assistance bilateral, saphasizing tho 

con He told the President that we were 

now exploring the feasibility of utilizing other chennels torough | 

which it might be possibile to provice certain types of assistance 

to the public security forces. He pointed out that the Embussy ’ 
Thad, some two weeks aco, requested the Minister of Defense to 
» provide it with information concerning the Nitional Police, “he 

Guardia Nacional, the Customs Police, and the Treasury Police. 

This information would be of great assistance to the oy | in 


 prepari recoamendetions on such & possible p am. . The President 
\7 -and took out the Embassy’s Aide Mémoire to the 
nister of Defense,) which he had obviously: MA. noldine. He 


V telephoned to the Minister and asked him to prepare a reply on an 
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Vrandn Villeda Morales, President of Honduras. 

\/ For Lemus' request of Nov, 20, 1959, see p. 

Y sy airgram A-85, May 18, 1960, the Department of State in- 
structed the Embassy at San Salvador that “current U.S. policy is 
directed toward economic development and utilization of national 
resources toward this end, deemphasizing unrealistic military 
expenditures." It suggested ICA expansion of the public safety 
program in El Salvador including coastal and border patrols. (716.5- 
MSP/5-1860) 


\'7 
riot found in Department of State files. 
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urgent basis for his prior review.g te reiterated his hope that 
+8080 assistance would be forthcoming, repeating that it was 

ce seit for his *governaent to-do 4i|.that had to be done in,” 
athe social field and elsewhere without outside assistance. He ~ 
. explained what he hoped to accomplisn with the new devel opment 
project at Metalfo. He said he knew that this would not solve 





the campesino problem, but It could serve as an example of what * 
' coul » @n example to the landowners of the country who 
' hed to be made to appreciate that they had social responsibilities. 






‘hte <*> aoe pacing peer ‘Interview President Lemus spoke In heated. ae 
vthe.articles.on. £1 Salvador which heve been carried by. Gi =e 
Bi tarae oSte S magazines and newspapers’ over recent months. ‘He? =< 
yaal he was at a complete loss to understand why, for example, 
Wagezine persisted in depicting this country, one of the best 
ends the U.S. has, in a bad light. He referred specifically 
4 the latest T article in which a picture of each Central 
merican country ‘was printed, all of them, with the exception of 
El Salvador, showing positive aspects. He asked why E! Salvador 
.grwes being singled out for denigration. He said he eppreciated rt 
‘that ie was a delicate matter for a government to involve it- . _* 
eelf in, but he nevertheless hoped that the Department would use , 
its influence whenever possible in an effort to correct the 
injustice being done his country. It was important as it could 
adversely affect the willingness of U.S. business to invest 
page OF a this country and the attitude of lending institutions 
as well. 





! The President thanked Mr. Stewart warmly for his visit and ~- 
asked.him to convey his very best wishes to Mr. Rubottom, a t. 


eee 
wT ; 
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\'/ Lemus handed the Salvadoran reply to Downs on June 16, 1960, 
The memorandum of their conversation at that time states that Lemus 
7 agreed to a suggestion by Downs that El Salvador might buy one or 
two coast guard boats from the United States, if they became available. ' 
/ phd foar Files, Lot 64 D 16, "Political International-General: £1 | 
Salvador, 1960") 
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716.5-MSP/7-266 


Despatch from the Ambassador in El Salvador (Kalijarvi) to the 


wy, Department of State) 
Secret San Salvador, July 26, 1960, 
No, 21 = S 
Ref: Embassy Despatches 224, Nov, 20, 1959; 332, Feb, 15, 1960., 
SUBJECT , ; . y eo yrt y 
Joint USUM/embassy Recomvendst! on for anssistan:. to the Publ ics 3! 
poe Securii.y Forces of ©! Salvador a 


| Pocument- consists of o oages. 
Recommendation 





(+ cages ft enclosures) 


; i 
of within the framework provided | wwe Department’s A-tS of May 1b, 
I94U,) the Country Team of this Mission nas gisen careful consideration 
to the type or ussistanrce that wight est help to solve som of the 


problems raced »y the Government of 2: Salvacor. It now proposes 
that, in lieu of a Military Assistance Projran, the United states, 
through the International Cooperation Administration, assist the 
government here in improving the capa dility or those units and ore 
ganizations charged with public security snd «ith control over the 
national fronticrs. it is believed Jt tiiS aSsiStucnce can sest be 
accomplis ved by: 


Ue Brinowng to cl Salvador a wel clyuisfied consultant to 
survey, within tne si.ortest reer u, iG, ne OFacnizée- 
tion, Operations and equipies. of toe public Secur.iy forces 
and 10 recommend measures Fur improving their effectivem ss. 


+7 


b. Providing through Special a@u+iSiuance funds a iodest aumber 
of liaht motor vehicles @nd ine Necerseary cu munications 
equipvent. 


*-* 


a The reco wiendation contained in pafujruw a. ad0ove nas veen 
y/d' scussed wits Generas LWPEZ AJALA, oco-Secre ury of Defense mit 
‘Churge Of public security, vy the Lol.) Directur, who found tt.e General 
Q@warmly im accord. It .vs also veen sCUSs20 with Minister of Foreign 


gaftairs, ur. ORTIZ MALTA, who on Juiy IS rerorted to tne Cnsrjé tet 
the matter had veen discussed with President (£A4US. The latter-wac 





hu. of 6 copies. Series aA. , 
——_— -— _—_—_—_—_—— a 
iL 


ee 
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tf 


greatly veartened by tois Show oF interest wii, IN Giving his approval, 
expressed his ope that the specials cOuld urfive and the study be 
completes at tie earliest possible Wd. ie. 

Jackyuroun 
| AS recorded in the referenced c aunications from this embassy, 


| President Lemus over the course of the past Len wonths or Sf-cfhas nad 





—_ 
' mime. 





\V Drafted by Downs. 


\/For the enclosure to this despatch, see ante, p. 


Vv, Not printed; 716,5-MSP/2-1560. 
daz Labia Tz é 
Ante, p. 
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| several direct appeals to me for assistance from the United States 
in improving the capability of the internal and public security 


forces of El Salvador. This matter was raised by the President once 
again during the visit here on June 7 of Wr. C. Allan Stewart, L be 





Director of the Office of Central American and Panamanian Affairs. 
Taken from a Memorandum of Conversation dated June 7, 1960,f the 
conver satio this subject went as follows: . 
Next. $olewe alalion frd~- peraa nape}. > Af fern 7 min beCAnhiny 
Conver <aliby,. President’ Lemus—the ‘turned-te-the questi on*ot— y 4 
ssiStance. He explained that up to the present, El Sa ivédor 
ad carried the burdens alone. te ment:oned the cost in- 
volved.jn the recent reconditioning in Costa Rica of 10 — 
Corsairs belonging to the Salvadoran air Force and re- al 





counted his conversation with Ambassador Kalijarvi of last 
fall in which he hadmde a request for assistance fron the 
United States. This assistance was now «ore urgently needed 
than ever. EI Salvador’s borders and coasts were wde open 
to anyone wno desired to penetrate ther. For example, not 

a single boat was available with which to patrol the cougst. 
«++esMr. Stewart then explained at some length the proolems 
involved in concluding a mutual assistance bilateral, 
emphasizing the Congressional aspects, etc. He told the 
President that we were now exploring the feasibility of 
utilizing other channels through which it might be possible 
to provide different-types of assistance. to the public 
security forces. He pointed out that the Embassy had, 

some two weeks ago, requested the Minister of Qefense 

to provide it-With information concerning the National 
Police, the Guardia Nacional, the Customs Police ard the 
Treasury Police. This information would be of yreat ~ a 
assistance to the tmbassy in preparing recommendations on _ a" 


_— 


such « possible prooram....:* — a 





alt <i 


A few days following this conversation, President Lemus gave the 
Chargé a memorandum incorporating the requested information. A scopy : 
of this memorandum and a translation thereof are attached./ As pointer \O* 
Out by the President at the time of handing over the memorandum, one 
of the oreatest current threats to the security of El Salvador lies 
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in the open possibilities for infiltration of nationa! borders. Tis 

infiltration takes various forms: entrance of subversive ajents, W 
introduction of subversive literature, smuggling of arms, traffic in < 
contraband itens, etc. These activities could be greatly reduced by fana* 
the operation of a well-organized anc equipped border patrol. It is i 


believed that the enclosed memorandum clearly demonstrates the aluost 
appalling lack of equ igment available to the public security forces 
‘of this country for cerrying out their responsibilities. Tris fact 
is borne out to some extent by knowledge that when a local court 
orders the deportation of an individual, he is literally walked to 
the frontier by a detail from the Guardia Nacional. | 


& 





on 





V/ante, Pp. 


\Y Dated June 8, 1960; not printed, 
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With respect to the non-existence of craft for patrolling 
| cOastal waters, it has been made clear to President Lemus that it 
is most unlikely that equipment such as patrol launches would fail 
within the scope of the program currently under study. In reply to 
~an inquiry as to whether his government might, under special circum- 
“stances, be in a position to purchase such craft, he said it would 
provided the price were |! ow. 


Justification 





As is well known, this area is currently going through one or 
its most troubled periods in history. Castroism working in concert 
with international communism has made serious inroads, and, because 
of the combination of conditions existing here, El Salvador appears 
to have been selected as a prime target. The fact that El Salvador 
is extremely vulnerable is recognized by President Lemus, and he is 
rightly concerned. What has been accomplished to date in an effort 
to hold back the tide and to channel it into evolutionary streams 
rather than permit it to flow into revolutionary torrents has been 
accomplished by the Government of E| Salvador aimost exclusively on 
its own. The assistance received from the United States and other 
Outside sources has, up to the present time, been negligible. Yet, 
not only are the resources available to this Government extremely 
limited, but time is running out at an increasingly rapid rate. If 
assistance is to be effective, it is going to have to be made avail- 
able on a crash basis. 


There can be no denying that the public security forces of this 
country face some very real and serious problems. Reports of 
clandestine movements of agents and arms are reaching the tmoassy 
in increasing volume. And overt threats to public order and safety 
have shown a decided increase in both number and boluness over the 
past several months. These facts together with the demonstrubie 
inadequacy of the tools at the disposal of the pubiic security forces 
of this country for carrying out their responsioilities provide more 
than adequate crounds for implewentiny this recommended pro ram on 
an urgent basis. 


In the hope that early favorable action would be forthcoming on 
the above recommendations, USOM included funds for bringing a con- 
sultant to EI! Salvador in its June sucwission of OPARS and c-!l teoles. 
An early decision on the recommendations contained herein would be 
greatly enpreciated. 
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*?A DAP Files, Lot 64 D 16, “Junta Memoranda: £1 Salvador, 1960" 


Memorandum of Conversation, by the Ambassador in El Salvador 


\)(Kalijarvi), 


Confidential San Salvador, August 24, 1960, 


PARTICIPANTS: President José Maria LZMUS S4é 
“y Ambassador Thorsten V. KALIJARVI —~— NB) 


Ta response to the recor:.:adations of true Acting ' 
‘“oreien Minister, President JUS received me in his Jt) ' 
office this morning at 11:45. 4e apologized for keep- 
ing me waiting, but explainec chat he had been at the 
desk since two o’clock this rorninzg; and as I could ox 
readily understand, the current situation called for | a. 
a@ great many things to be dor... 2 a 


te answerod as follows to my injuiry of how he 
regarded the present situation. /£n.cber of develcp- 
rants have co.verged and res.ited in the curre.t dis- 
turbacncess First, the next ciecticas (for Fresider._, 
.£@ scheduled to take place in 19c¢ aod a nunber of 
aspirants have become active with sheir eyes fixed . = 
| that event. Second, the Comm.sists have become active : 
and have caused the COES increasing trouble since 
January of this year. Third, the OAS confer.nce at 
. cif Jos4,has furnishes the Co mists throug..out ¢t! 
heais ere witu a raliying point, ard the order to 
reate disturbances h*s been ive “.ecting Fl Salvador 
; ulOu with ut. OCNer covatri s. Yin lly, the hector of 
\ -he Uaiversit’, a) a notorious L+ftis:, i.as politacail ute 
\ itio:s and is Girectiy respoxsible for the student ~- 
agitecions. be 
oq 
La 
a 


7 


rr 


7 Lomusg then gave me a tucesram ho had sent to 

i : ANCIA, the Salvadoran Yoroien sinister, at tne 

i: Jan José. Ile esked tnat it b sent to vashirston 
vo Secretary Herter (see our telegram 10U of August 


-_ 
then s'iored me tir ifics.o of vhe Cor seu OF “i 

the U:.tvereity (see our solo ow f August -<Yywnich / 
| / (28 pullished in the [AFAZA GAAFICI and gave the Presi- 
“Ae Gent a time lirit in which to a.sice. He laughed « .d 
‘ave me g $hermofax ¢opy of tis tet ram of cepiy (sce é 
Fmbdes [Fe] , of Augvst 2 \T which he sata VA - 


a 
ther the Ataordors wv were tho mk ¢ ‘A .0@ Dhilocommun‘sts 


g < . 


/ , a 
é >t medlia sig t ean? 


¥ ‘ 
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, 
JS Reference to the Seventh Meeting of Consultation of Ministers 


ly 
/ The source text is an unsigned carbon copy. 


of Foreign Affairs, Aug, 22-29, 1960; for documentation, see vol, V. 

y Napoleon Rodriguez Ruiz. 

Y ssieeren 100 was repeated to the Secretary of State at San 
Jose. The Salvadoran césed telegram instructed the Salvadoran 
Foreign Minister to inform the Foreign Ministers meeting at San 
José about the pro-Communist and pro-Castro agitation in El Salvador. 
(716 .00/8-2460) 

Not printed; 716,00/8-2260, 
The lines after “Embdes" and "August" were left blank in the 


source text. Lemus’ reply is attached to the despatch under refer- 


ence as enclosure 9. (716.00/8-3060) 
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in the student body and the UGTS whose activities, in 

#4. Tlagrant violation of the Constitution, had been carried _— 
on @8 a result of the Rector’s tolerance and with his 

full knowledge. He therefore said that the Rector would 

have to carry the full responsibility in the public 

conscience for the current disturbances and any that 

were likely to occur in the future. The security forces 

were fully prepared to protect the neace and order. 


He added that the Rector had not once :aised his Drag 
=>» voice in the interest of moderation, but had instigated ; a 
, and encouraged disorders, and if he thought he was riv- 
ing any time limit withi:. w.icl. to act, he was mistaken. 
Lemus was giving the Hector the sane time limit within 
which to bring ebout order or re J Lomus ) would acte Io 
The President then referred to his previous re jucsts 
for a modest amount of tear vas. he stated that he had 











no desire to meet mob violence with armed force, but “3 
noted that government supplies of gas were old and prob- ome 
ably of little use due to deterioration, and also were - 
in very limited supply. ‘le asked whet response I had — 
received from his previous requests. I told him that 
ay thus far we hag been unable to receive active assurances 
= | | of immediate *elp. 2 Pregicent sais “hat he need 
ay | \ Lhe gas, and needed it ricnt Kw cnt Ob COmorrow O17 
“ «s ' 1 next week. He asked me to request in cmerponcy supply 
St sale p oa an urgent basis, and said tnat if at could not be — 
os provided as a gift.o that perhaps it could be re 
~~ te a \\ provided on a loan’btasis. I «assured him that I would 
~F 4 relay this urrent request on 4 priori.y basis. — | 
2 - | — 
—_ - -_— oo - a 
a & 
© 
= 9% , ) : : 
4 ‘3 ve then passed o:, to the Question of the coast guard - 
o= vessc!is and I reported that the re vest was wider con- © 
— < sidera~ion in Jnshington.e The Sutloc’: seened ecod. Ye _ 
— Er said he was pleascc. 
/ ox _ . . ~ . >. 
as 
se :; | ) 
ie Resardiarc his request for two sacurity advisors » A 
; Ss to ageist at the Casa Presidexcial, sre Prerident arain ; 
= expressed his ursent interest, Sayir.c e warted to have \ 
the wee of these advisors rivht soc’, ratheos 
some indefinite time in the future. ‘ 
', 
’ . 
—_ . 
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On leaving I asked if ic inatexdec to remain firm 


pe yng Bene sent out of the country. He 7 
, a 1 to exercise a firm hand.. What was a 

a . gore, ifthe disorders did not subside, -he ‘eould aF arrest> #'» “® 

the Rector and the Deans and throw them out of the 

country. 





through tne talk he received pnone calls \/ 
whack 2) Atronan received information or issued order ad > 
= / among the former was a call from RUBIO MELHAPE fsaying 4 det )- =— 
+, + that. the Rector had asked to see him. On la down |. oar 

= °° the’ phone-Lemus said, "I. think he is afraid.” Among ~ 2% 

the latter he gave orders for the distribution of ee 

government leaflets. While tired, he seemed to be 
confident and sure that he could control the situation. 


= 


While waiting for my audience I talked with two of 










"DECLASSIFIED ©OR PUBLICATION IN 


° ; ss ome 

Rape oe the Presidential aides, both major officers in the army. «| “<  .#Ra: 

Pa They agreed that underlying the present disturbance ee YTB 
’ were the social and economic inequalities in the country. ‘ge o—_ 

dowever, the students had no ay Nah point except op- 

_ position to the ‘TM in San José Both confidently ex- 

% pected the presen* disorders *o gubsits quiczly and 

= opin ved that, the President had uo cl.oice but to exercise 

-— . 240% WANG. 

ws -ro = = = 

= , , Pollowing the meeting witn the Fresident I passed an. 2 

ee by the office of Rubio Melhado. Major Rubio asked wh ca. 

" I was still in town and not on vacation as planned. t oa, 

= said that the nature of the current crisis indicated ae 

= my continued presence here; Masor .ulio agreeu that the ~~ 

situation was serious a 

- We —_ 

= agreec | wou eave towr. uli> “certain — 

< tnat tne situation was such a3 ty» poruit my ubse.ce. . 

4 

S wl? 

w NY a). Alfonso Rubio Melhado, Secretary General of the 

© 

re of he 


v 
Presidency / and member, Central Committee of the Partido Revolu- 


cionario de Unificacidn Democratica. 
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Telegram from the Ambassador in El Salvador (Kalijarvi) to the 


nme 


Department of State, 
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Confidential San Salvador, September 10, 1960--Noon. 


137. 
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\/ this telegram was sent in two sections. 





\Y In telegram 86, September 9, 1960, the Department of State 
urgently requested an evaluation and recommendations on the crisis 
in El Salvador and an analysis of the changed attitude of the Sal- 
vadoran press. (716.00/9-760) 

Vv Despatch 66 from San Salvador, September 14, 1960, reported 
that efforts to set a general strike in motion on September 9 
failed after Lemus agreed to the conciliatory measures mentioned 
in footnote 4, (716.00/9-1460) 

V/ It reported a radio announcement that in a meeting with 
cabinet officers including Ortiz Mancia and Parker, and a public 
committee of businessmen and the Archbishop, Lemus agreed to release 
Students arrested but not charged with crimes; to determine by 
investigation those responsible for the September 2 violence, and 


to suspend the state of siege upon restoration of order, (716,00/9-960) 
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BELIEF THAT LEMUS SPURRED TO FORCEFUL ACTION IN CRISIS BY ARMY. 
\ J -FORLULL APPRECIATION FACTORS INVOLVED CURRENT SITUATION SEE 
</ EMBDES 365 MARCH 14,AND EMBTCL 3 4.g SITUATION OF PRESIDENT ~ NY 
Ee 


i 
, 


LEMUS DUE IN PART TO EXTENSION O; FACTORS IN PLAY AT THAT TIM 
FOREMOST iS INCREASINGLY ISOLATEL POSITION INTO WHICH PRESIDENT 
HAS MANEUVERED HIMSELF AND HIS HESITANCY TO ACT WHEN POSITIVE 
RESOLUTE ACTION CLEARLY INDICATED. 











WHEN CURRENT SITUATION ERUPTED AUGUST efit PRIMARILY COMMUN= —\ lp 
IST-CASTRO-LED.- PUBLIC IN GENERAL APPEARED FAVOR STRONG ACTION 
AGAINST BETTER KNOWN ORGANIZERS AND AGITATORS. INSTEAD OF 
ACTING, PRESIDENT HESITATED AND THEN TEMPORIZED GIVING SUBVER- 
SIVE ELEMENTS OPPORTUNITY EXTEND AGITATION IN UNIVERSITY AND 
WHIP STUDENTS INTO DEFIANT MOOD. WHEN PRESIDENT FINALLY DECIDED 
TAKE ACTION ON SEPTEMBER 2, RATHCR THAN BEING SELECTIVE AGAINST 
AGITATION LEADERS, APPLIED FORCE INDISCRIMINATELY ACROSS BOARD 
WITH HEAVY HAND. RESULT, CLEARLY PROMOTED BY PURPOSELY PLANTED 
FALSE RUMORS RE VIOLATIONS WOMEN. POLICE EXCESSES AGAINST YOUTK, 
ET CETERA, WAS ANTAGONIZED PUBLIC WHICH WITH IRRESPONSIBLE PRESS 
ENCOURAGEMENT, LOST SIGHT OF REAL ISSUE AND PERPETRATORS OF DiIS- 
ORDERS - COMMUNISM AND VANGUARD PROFESSIONAL SUBVERTERS. 





VHDi HER 
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oY It reported that Lemus' egotism limited his ability to govern, 


; but he would complete his term in office if he stopped favoring 


' 
Rubio Melhado as his successor. (716,.11/2-1460) } 
\/ ante, ». di» f. a 
\) Telegrams 82 and 83 from San Salvador, August 16 and 17, 
respectively, reported on anti-U,S,, pro-Castro demonstrations out- 
side the U.S, Chancery and the Prensa Grafica building on August 
16, 1960. (716,00/8-1660 and 8-1760) 
i 
' 
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Wert Qs -Os" } 5©C T4ON Tek-3F 
H 
3B THROUGH ENTIRE PERIOD LEMUS DID NOT ONCE SEEK 
E FROM CASINET. SEVERAL WHO WISHED TO GIVE HIM 
UCEA ARLE REACH HIM. WE RELIABLY INFORYED THAT WHE! 


67622. _ 
SEPTEMBER™TO; “TybO0 


i aT ee 










DVICE OR COUNSE / 
UPPORT WERE UN- , 
GROUP PRUD PARTY 


UMSC MEMBERS AND BUSINESS LEADERS ATTEMPTED ON SEPTEMBER 1 OFFER SuP- 
UIGC PORT AND ASSFSTANCE IN MEETING WITH PRESIDENT, THEY WERE -REBUFFED 
ICA AND TOLD THAT DECISIONS WERE HIS AND HE WOULD MAKE THEM. NOT 

P UNTIL SEPTEMBER © WERE MEMBERS CABINET BROUGHT INTO PICTURE AND 


LHEN WERE ROQUESTED SIGN ALREADY PREPARED EXEC 


AND 127). 


MESSAGE 


UTIVE 


ta THIS EGOTISM, L© NJ . AND APPARENT OBSTINATI JDETERMINATION TO 
= 3A GO IT ALON IRTHER OLATED LEM AND ALIENATED MANY WHO WERE 
zw — TT .T. , ' af , r _. . 
= PREPARED RALLY ARUOILIND WH] VUR ING CRISIS. THIS ALSO PROVPTED 
tt DISGRUNTLED TO START SEARCHING FOR AN ALTERNATIVE AND MAJORITY 
ee ee ‘ ‘> Tra , - Pee s . = Pwr , . ‘ 7 — 
= = 4VY Ar Arm 6} ORME AS it » WV tA@rns We iT OSUR IQ « while REPORTS JF 
= wir ‘ Jr ) ACTiviti } ER GREATLY, "t ,UGGEST FIS FORT: ACTIVE 
Seip THROUGHOUT CRI ATTEMPTING UTILIZE tT FOR OWN PARTISAN POLI- 
po . —_ — 

T ( Al - . Tei ' AMI } ae RR , > ; ’ e. 4 “} j ' f \|- 
ou mR iC — RT x | s = =! A 2 WA: 
Su IN '* WINGO. A RAL Cong ‘2 ' iMAl ft LiEMUS -OS9OR 10 
we z= ~~ + r> 7 ; rry ‘ ; , me > ’ 5 j 
ae mit UL +4} rep i Jp RA Ol IL] ry ¢ ae c \- rPIDLY RE »TORE i* 

— 
—$r TH] V iC [) FRO A IL 2 Aly i ; J ROM Rif NI ) 7 BU iH MEN. 
= is HOWE VER » BELIEVE BREACH SO GREAT THAT CONCILIATION BETWEEN 
i WO 1S WISHFUL THINKING. 
=< =z 
—/ 
J 

[ve \_s a a a " ctu 
6 & wriil WR1G AL | OAL Y | mA tiivot 4 TAI i 
s ’ - 

ve IMPFRIALISM” THIS A CT pre Af Y V iOLENC! 

TURN U PUBL ic kx af’ f j] . Li ( IRI TL ; : |? ] 

DISTRIBUTED RETUR' i TH ME imMONGLY “e re 67 

LEADERSHIP, WHICH DISAPPEARE! +, » MOR YOu | {VUD VISOR RS, 

HAS RE TURNE ? TQ GUI E BOT! Ala ( ; . 
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\/ Telegram 126, September 6, 1960, informed the Department 





of State that the newspaper Tribuna Libre on September 6, printed 

an executive message appealing to the people for support of efforts 
to maintain constitutional government. (716.00/9-660) Telegram 

127, September 7, 1960, reported on a meeting between Foreign Minister 
Ortiz Mancia and foreign diplomatic mission chiefs in which he ex- 
plained the Government's resort to force against provocative anti- 
Government demonstrations. Kalijarvi concluded that the Government 
might not use necessary firmmess again for lacg of public support. 


(716.00/ 9-760) 
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AGAINST THIS BACKGROUND, CURRENT PORIOD SEEMS BE INTERLUDE IN 
WHAT WILL BE CONTINUING TEST OF S’RENGTH. REGARDLESS LEMUS 
FAULTS, EMBASSY STRONGLY BELIEVES PRESENT GOVERNMENT DESERVING 
OF OUR MORAL AND MATERIAL SUPPORT AND US SHOULD RENDER SUCH AS 
LONG AS LEMUS REMAINS IN POWER AND HIS GOVERNMENT CONTINUES PUR- 
SUE POLICIES THE AIMS OF WHICH CO:NCIDE WITH OUR OWN. AT PRES- 
ENT TIME, MAIN FORCES SEEM BE DIRECTED TOWARD MAINTAINING LEMUS 
GOVERNMENT AND AVOIDING MAKING OF EL SALVADOR ANOTHER CUBA. »,? 
THUS, WHILE AGREE THAT WE SHOULD MAKE OUR VIEWS KNOWN IN SUBTLE ' 
AND DIRECT WAY, WHICH WE HAVE ALREADY DONE, DO NOT BELIEVE WE 

SHOULD PUBLICLY DEPORT OURSELVES iN WAY WHICH WOULD ADD SUBSTANCE 
TO CHARGES, ALREADY BEING LEVELLED BY COMMUNISTS, OF INTERVEN- 
TION IN INTERNAL AFFAIRS. RATHER, WE SHOULD SPEED UP ACTION 

IN PENDING AID REQUESTS, ECONOMIC INTEGRATION, SOCIAL WELFARE 
PROGRAM, ET CETERA, WHICH WILL GIVE NOTICE OUR SUPPORT ANU CON- 
FIDENCE IN LEMUS GOVERNMENT. 
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RE PRiSS A, /ITUOL FE WEEKA 30. 








KAL 1 JARV! 


veareytt from San Salvador, Sept, 8, 1960. (716.00(W)/9-860) 
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Telegram from the Ambassador in El Salvador (Kalijarvi) to the 


Department of State 


Confidential Niact San Salvador, September 16, 1960--8 p.m. 


™~ 
48 


Minister et 10:30. He trying mster 14 family s::p- 







RR IAPC investigation. Agreed Lem ould take firm action, bur 
felt that he should at same time indicate readiness ~ecorsider / 


(psiectoral and other rece-t laws, ard charge his cahines to get / 
Pin) Cs of S: sbesectenaty Justice (Julio Fa':sto ames former,” 


e-rmen* side 























Tit 
















ny b ing for me. or sove ry : 
"Uy sby grave problem. While support indicated from mary Gu arcers 
te had received few telegrams of <ongrat:.lation but not 4 
single friend had come to say he supporting Lemus. This dis- 
couraging. Reminded him presiderts stacrd slore, must tere 
decisions regardless of professic~s of friendship a-d support. — 
Placing hard on statue Lincoln I had presented him he ~cmmert a 
"Yes, I think of him often at this time. 1 realize f:lly what , 
is involved.” Suggested he might wish c.-.sider s:.“mitcirg memo SD 

to ard requesting investigation by IAPC. Liked idea and -:id 
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w6uld discuss with Foreign Minister. & NY ie 
™~ > ae 5 

Recognized patterr street fighti: g yestertay imoen: teins tien | 

abroad. Discussing yesterday's «cremey $214 Prus* .4ti.es mee. 6% 

At the end of procession of school child-en came A rectegy B QL 

procession led by University ex-Chancselloxrs. Perit 4.2 M fe 

‘followed by 500 students and ter groups “cughtesks. Sub? Lcenthy 7 : 
| 

i Y 
Reference presumably is to a beating the Rector received . 
at the hands of the police who also arrested him during a raid on i 


the University, September 2, 1960. Documentation on this incident 


is in decima) file 716.00 and in ARA Special Assistant's Files, 


Lot 62 D 24, "El Salvador, 1960," 
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deterained many of these fron —— wi-e cco.tries. National 
Guard with fixed baysouets prevented =: -¢" <2 eke preaki:g <nto 
gathered group and coxiice! detinstratccs to wirching dows 
street —_—_ inseszinferal aad esvi:e © prozt sor Castro. 
Sizilear groz pyosste side peze siziircly cencaiced. We 


beth agreed ; stueste wt incideat occurred. - 


Suggested exiling a2gitntors *o poenistwen:. Jail sentences 
would have more deterricg effect. Prisicen: said unfertuustely 
presest Laws of ccuutry do set peszis, t.2 ailitery tribunals 
under state of siege «i. 2-2 wili inortass Aiaecrbers. He 
secogzized con-O8isc ricci: sat re “rtbsnals tut teit no other 
alternative for coutroliicg sitsacsics. 


Excressed appreciatic: fer "3 support ae: !? requested further - 
assiezs-ce 


¢.f0o ccomsersicg “8 a7 
“ear gts a. rt: ‘. Said he Lad re- 
ccested arus, Sit did «ct seek (S milisciry inser. entic-. Agrece 
‘e needed strengt-.er ire74 secticn i. C184 Presidencizl co reach 
<2 people. 









= esid his goverrwe:= scesds 2% socterceds, ceeds tave fiona 
action control situitis:. o> fice isa8 pewes. Fe acill .cabdle 
epprectate seeé take <cties cleisiy tudicatel, 


°° a 


iz seemed co give *im Llifc 272 ac 1. tite Ilhan etre ime 
pression he would resign. 






Repozts indicate “e not Bleeping. Miy evpla: inp tte" weatieg od 
ees. I left today with distinct imuretsics. oth forties. i 
Minieter and Lemus wcxrsle divers etoti:: + teow s‘eto vlad e. ; a2. 
Neither seems have :leor sense of @te ctleu te wt fe wrt. | 
like to go, let alo-e 45fiity ciocss soit whist. wolit cahe Lita 
there. 





\y The telephone call under reference was not further identified, 
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as close contact with both President end Foreign Minister as 
situation will allow. Large measure psychology involved in 
situation and know President would appreciate-receiving any 
assistance Department may be in position provide. 


KALI JARVI 


Note:—_Ree@ by Mrs -Qwynr-(CAP) 127/30 p.m. ,-9/04/60)-Gue JRE 
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716.00/9-1960 


Telegram from the Acting Secretary of State to the Embassy in El 


\/ Salvador , 


“DECLASSIFIED FOR PUBLICATIO™ IN 


Secret Limit Distribution Washington, September 19, 1960--8:56 p.m. 
Priority 109. 


e a ‘ POR AMBASSADOR FROM MANN, » 7 
°c: 
: “Would sppreciste your analysis most recent developments Salvador in cogtext \ 
" “ 
folloving questions: - Py 
. _ 7 —_ 


1) Do you expect that Lemus regime will be able to survive present criges 
end in the event your opinion is in affirmative for how long? Bd : 
2) Im the event Lemus regime should fall would some kind of militery junte 
be likely succeggor? If so, could we expect that such a regime would be besicai Ly 
friendly to West end hostile to Communism and Castroism? If mot, what kind of — 
regime would you expect to take over? j ad 
In reference to preceding questions would appreciate your views re curren _ 
attitudes of a) military establishment, b) 14 fomilies ana their supporters, 


¢) church, ¢) PRUD party, e) Gsorlo clique, f) labor, g) congress ead h) univegs.iy 







FOREIGN RELATIONS OF THE UNITED STATES" _ 
oe. 





Foregoing questions do not imply any clenge iu U.S. position re support neo.. 
- 
, constitutional government in Salvador. We are h vever in. reasingiy concerned ~% 
Le 
‘. ebyut ability of Lemus regime to survive end v.ch to begin thinking .o conurete KS 
of whet we would be faced vith if governeent fails. ” 
partment ie pushing shead on plens fur Centrel Awerican Benk a4 io willin, 
cousider any specific action in @cvulwd.. 1.010 that you consi vital , f . 


our interests in Selvador. hi However whether tals type HF (paspatan 





V/ Drafted by Mann and signed ¢en-the-Acténe-—Secreters by the 
Communications Watch Officer, John S. Whitt, 
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would have any material influence on situstion would seem to Gepend on length 4 
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& of time Lemus remains in power. 
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Memorandum of Conversation, by the Officer in Charge of El Salvadorz, 





Affairs (Gwynn) 
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4 





Confidential Washington, September 27, 1960. 
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Roberto E, Canessa, Salvadoran Minister of Foreign Affairs, 


1950-1954, 


Rafael Antonio Carballo, Salvadoran Minister of Justice. 
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Airgram from the Ambassador in El Salvador (Kalijarvi) to the 


\ - 


"a Department of State \y 





Secret San Salvador, September 27, i960. 
G-9. 
Ref: Deptel 109, September 19, 1960. 


é. The chance of the Lemus sovermcu’ survival is directly 
UR dependent on the President’s capacicy to use the forces now 
rallying to-his support, not as Lev. ‘because in few sort 
A weeks I believe he has aroused st: animerity arainsr 
KR himself in El S::vedor) but as the feoriannt ©. the Repub- — 
~~ lic and as the euodiment of liv and ordere tor the toent - 
he is able to count the Army, the eccurity forces the : 


cabinet, the business community aud the churcs. Tne sure 
port is based on the concept tas the best int ress of 
Lemus supporters lies in their trying to work with hin and 
to maintain him in power despite his idiosyncrasies and 
their personal piques. 


w~ 
= 
a 
zh 
» = liowever, there is a strong wave of public indi enation — 
= = aid reseutment ruaning arsainst hir, especially because of el 
re the beatiag of the Rector. The advice of those immediately a 
m= tas about hin. is faulty, and it is ot beyouid the realm of ~ 
SF possibility that it is deliberately poor. a 
a uw . 
a= On September 19 a meeting cf 50 leaders ii. response —_ 
ce to the call of Ortiz Mancfa at tne Kogalado home resguited, r. 
a after frank and heated discussio.:, in a decisin: to try +. atta 
“= < to work with Lervs and to finance 4 public relations pro- | 
= x ain building support for the yovermment and educating 4 » 
Qe the public about Communist tactics, aims and threats. , 
ao The congenusus was that Lemus was bis own worst enemy > - .. 
reer tliat cabinet changes were overdue, es) ecially ia the case i a? 
a) of the Sub-Secretary of Justice, Julio “Yausto FUNNANDEZ, ‘. 
the supposedly reformed Communist and cx-Secretary of ae tS 
the Salvadoran Communist Party. Several subsequent mect- 
ings have only strengthened the basic decision and 
spurred the creation of a new publicity apeucy backer ator 
with substantial funds. % om 





y, Co-drafted by Downs. 
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The length of the Lemus government’s new lease on life is 
directly depend«.:t on Lemus’ ability to curb his egotism, abandon 
the determination to go-it-alone and to develop at least the ap- 
pearance of cratitude. To survive he must take counsel of others 
than those who currently surround him and to Le more accessible to 
many who are anxious and in a position to hel». 


a 


How long Osorio and his forces will remain withdrawn from the 
scene will in a large -.easure depend on President Lemus himself. Signs 
indicate that Lemus may not be helping iis cause to auy material de- 
gree. The current publicity program e.izanating from the Casa Presi- 
dencial at first appeared vengeful ana seusational rather than quieting 
and calculated to restore normal order. Even more disturbing is the 
reported appointment to the Secretariat of Casa Presidencial of 
Julio Fausto Fernandez. Lenus seems unable to determine correctly 
where his best interests lie. 


The real test of whether Leiwus is to continue in office promises 
to come when the state cf sie-*7 is liftec (indications are tiat the 
thirty-day period will be exte.ded) alcsiacugh the Commuiist elements 
are now at work and the goverruie .t anticipates further troubie. Re- 
newed efforts at disturbances are appearing. <A meetings, sul:e- 
guently cauicelled, was called for the 23rd at Paryue Libertac. A 
Ciandestine radio is operataas fru. across the border in Honduras, 
Tt could, of cevrse, be tot the avove sicus sre the last actions 
of a dyiar cause. liowever, we do we tink SGe Rubio Neliade 

sserts that arms are beius; Shipped to ki Salvcdor from California 
New Orleans and /iiasi. The President 1as asked ovr help wits a re 
ported military movement against El &:-.:vador allegedly being hatc! 4 
in i.exico. 


My best guess is that at this mome:t there is a strong chance 
Lemus will survive tiie next few mons, an even chance that ue will 
last a year, but gvestionable if he cui. hvid on to his office vatas 
the end of his term. This fuess could easily be upset by further 


> eB 


“DECLASSIFIED FOR PUBLICATION IN 
FOREIGN RELATIONS OF THE UNITED STATES" 


:, - : ; 4 ae 
Lerus blunders. ote that the cabinet stil] remains firm I! iat 
Le: .s survives tic present crisis, he ccvld not survive a Setond, ote 
sould one appear. These views are alto sired by some of the a? 
cabinet, one or .wo of whom are cowl.’ e! egsimistic. 7 
. 
Il.pelled by Castroeconmunist force, whese influence o.. ioc: i 
Situation can o.uly ve underestimated at coun’ "y’g veril, the cure re 
rent situation: nas evolved into one cf many coripiox facets. It ti © 
must:be seco, sized as well that basic io: work ‘icre are > 
en =. 
or + 
thea —_ 
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centrifugal in nature tending to pull apart the oligarchy consisting 
of the Army, Church and wealthy class upon which the »resent govern- 
ment is based. In this context, it is only possible to generalize 
re attitudes of the following elements: 





= ae! é 


l. Military. With few individual exceptions the Army would prefer 
see this government run its constitutional course. While Lemus is 
not popular among officer corps, he symbolizes constitutionality and, 
of all elements here, Army believed to be strongest backer this con- 
cepte Army perhaps more realistic and better able to see where its 
own best interests lie; to date we have had no tangible evidence 
that top echelon is other than prepared to back Lemus government. 
Should government begin to disintegrate from within, believe, how- 
ever, that Army would move decisively to take power into its own 
hands and that it would succeed. 


2. 1b Lag tah and epese supporters.Current attitude this 
element generally as outlined above. ile willing for most part 
to help Lemus, if indeed he will permit himself to be helped, there 
is strong undercurrent of dissatisfaction and resentment, andi 
patience with him among this croup is beginning to run out. Most 
of those we have talkea to swe need for social reforms, etc., but 
they want them to be instituted in planned context, leadersliip fo 
which Lemus government ias thus far been unable to provide. If 
it comes to alternatives, majority appears to favor Osorio aid we 
believe this elewent wouad thiow its weigh: i: his directic... 





FeO 


3- Church. Proddud by Nunciature and clearly more worily 
wise to revolutionary sype chreats, church here is far out in fron: 
in pressing for scocia.s reform and has evidenced impatience with 
Lemus government on this scoree By its attitude it has widened 
breach between itself and wealthy class, thereby weakenin;, cli- 
garchy’s foundation. Its basic aim, however, appears to have been 
to spur Lemus government into action rather than to contribute to 
its downfall. It has made public its 5 pod of Lemus during the 
recent crisis and can be expected to continue supporting the 
constitutional government. 


Bik 


ey 
‘v 


“H 


Veea', 


— 





Le ro. arty. As a national party PUD can be said ac long: . 
to exist. t is rent with dissensica an is a skeleton without real 
substance. itch of the blame for this rest. : .th Secretary Cenero! 

Rubio Melhado, who with high-handedness i mauve many mistakes and 
continues to make them, and is strongiy «<< ')ed vy all but a few 
cronies. Historically, parties here huve Loui / ormed écouid @ ma 
— 
Care 
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Lerus, by ebdicating in /avor of Rubio Melimio as » ..y osnte: . Sacrifleed bis 
place as leader and it is doubtful that PRUD as 1% ic mow cometitvuted will 
be very decisive factor in current crisis. 


5. Osorio Clisue. Ex-President Osorio ctill represents <‘*rconges. none 
Communist a Titical force in country. He has loys! @éherents 1) 9)1 elreata 
and his reservoir of strength runs deep. Close frie.°3 4 tote la 55 dentrous 
of seeing Lewus complete term despite deep diffirencesg t .t te e Ls evisence 
thet his lieutenants have been exceedingly active since the prosent crisis 
begen. We doubt Osorio ‘ll step forward until calied but believe tis car 
is cocked to catch weakest summons. 





Osorio as a man is be\ter known to several now tn ARA thar *to us hare. 
Our impression, however, is that Osorio would «uve liked to have bean are 
reformist then he was during his term. He heid back mw tiu.y >) more c>.- 
servative wealtiyy elements on whose monetary support he Paaviiy depeptes. We 
do not believe the same situacion will exis. agrin ond that Or:rlo + sul! be 
inclined to be retha?r liberal tn his outlook ami policies, TW's lor re 
inforoed by type peonrle conridered clege asacc!ntss ~ 12h a° Jorge SOL 
Caetellenos, We would not expect Srer'. to be cccn’))§ Qgntagenistic to US, 
or Weat, Neither would we eyvpect “ir .9 bo a8 con cy pre-U.S. eras amenable 
t suceestions from us as has been [emus governmer’, “tle not favor -le *% 
Caetroism we believe he would attempt to apply core ©. 4tro-t... vefors 
weasures here. 


© Lavor. Commnist-domlnated CUis wits 3,000 “owes 8 Ge fh. 
movers current erti-govorsmment drive. Non .: CGS with 20,000 
con.roin larse majority Nehari laber. ccs considered relatively Free trom 
Castro influencers. 7 {. nas rejec::) ' + opppsitfonists’ appeal 
for gen striae ami «¢ bcsieve 10 wll) collie « Js se, COS q 
ship e to Lemus, however, and complains .f ine jity +t hs ” 
Giscuss programs. Torleps «\mificant thet .cS has mit doer’ pres’ 


crisis publicly proc)«imed support «ff govern emt. Mereover current 

governaent efforts wweal Secretarydeneral Saiuv.a will probably resuit 
in CGS schism, leaving mu jority under Saravia even less disposed .»k jo 
Lemus’ behalf. Despite this conflict, C3S legder’’'>, ioc’ itng Saravia, 


privately proclaiw oj... for conativ:’ . government. Saravia 
known to be in close touch with Oserls ” , however, awd shovid 
Situation detericre. fui wher, possibt. oper) swing to Osevic shovid 


not be discounte4. 
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7+ Congress. Handpicked and representing hard- cor remains PRUD 
party, Congress can be expected to do Lemus” bidding. Method of elec- 
tion and mediocrity of membership have, however, left it without much 
recpect throushovt country. Its deliberations for mo:t part go un- 
heralded and ite power as 4 blitical force «considered minimal. 
Assembly President Evguivel i2 friend beth Ler and Osorio: private 
conversations lead we to believe he has prefe: ence for latter. 


8. U raity. This institution bas long been one of principal 
targets o st infiltration and results achieved true <ause 
for alarm. Ali major student argenizations a-- in hends Communist 
or pro-Communiet elements and faculty itself includes several ex- 
treme leftist types. Success in part. due prectice keeping profes- 
sional agitetors and o: canisters matricuiated as student> for up to 
ten years. While this element represents smal] miter.*y tote, 
student body, its influence greatly digproporticnate to eine. Wea 
are reliably informed that coutrol over st udente who had no desire 
take part current politica! activities mee largely through ine 
timidation and? ceercion. Oly emal] mineri:y ttudent hody I snk 
part in disturbences at ovtret current crises, alth large cajority 
strongly opposed to involvement, Police actiea sod clever hirdlir 
by student agitators were effective in turnin~ majority apeincs 
Low:s and our information imiicates thet sa)eraty etili cones «ra 





4 him public enery iwaber one. Past week ASS frow'J®d @ coca) ) 

= of period. herve C', ard a's bepgtorir: to arrear — t Sw 
~t> body in geaserei tiring i bein, used aca Started ©) LiloKk ol pire 
™. gona) loss an~vine from clozed Indver sis. Number pri. ote ~ ou. 
BY! elso toruine wi aim ppteee, J ati. Castro/Commen'st s.-} S wih ~ 
—e rallying points an! with phowic pr: Lection against coercive “i 
S~) forte if needed. Students here "*s elsewhere aoe 1, sti dew Meor aa 1 
3+ «they are only againat the exietang order aid | » their ech Lor bea 
>. a cause or philosphy they ave prey ‘* haghly ciained puryo-eful o~. 
—— and, unfortunately, extremely wergatibe ara clise tus 0° leaders _ 
Sy in international communi em’ s pays As a greup. they stil} co net Ra! 
2 appear to have been completely disabused «f their illusions + ith af 
wr respect to Castramr and what it stands for, “ve thi or ag cteary _— 
i ad Lemus is anathewa Lo to large majer ity and 1% un hikely ever to re cm 
Ae win students® conMidence or euppert« a 
aq  « 
33 9, gino. four far this overwhebmng me icovity her &, e. 
Se no port in Gurren d.ccurbsaces, The CampPesinoe Nas Some . oar? 

™ terest ac a@ spectacor but no propensity eosnclude ' + wolr . 

his “nachete” ia current hbappeniagr, mbassy Knows ». travel’: ; 
pro-Corro/Conusunist teams have been prose [pt Zing 1. COVE Ye 4 


side bus as "s* they do not appear t have Succeeded in Setting 
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imasinations afire. Lomus, a5 4 President, ic *hought to bh: relatively 
popular among this class, but as a man, Osorio is stil’ revered by the 
campesino and the "little" man of Salvedor, Thus, white dormant at 

the moment, the campesino is not happy or corteat with his loc and a 
spar«x in the right place could set this very vola*i'te slement afire. 
Moreover, should the situation in the capital become chaotic at any 
time, the campesino’s eight can be expected +> mise itself felt. 





should it occur, it would in ail likelihood take the form of a 
voluntary abdication or «uster, In cave of the former, the Vice 

President constitutionally would succeed t« office, i.@., in the 

following order: COSTA, ESQUIVEL, ALVAREZ, ESCAPINI. None is a 

military mane While much would depend on attendant ~ircumataences, 
there is a strong chance thst the military w>.!d intervene and set 
up a governing Junta with the results described below, . 






While the fall of the Lema government does not appear iminent, : 


- 
, 
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Tf Leowus werd “ousted, the Communists eouid not be in 4 vLooltic. 
to seize contro]. The Ovxorcto «trater, anc tacticow to tet + ee he 
effectively hidce) and would se6m tr tne ast pe would continue 
to renmin in the beckground and reiray: ft ~ mews val Ofis , 
However, the possibility Shouad not be entire,, dist wus. tue 

ite w.99t dakely developront in ec of 4n over wevid bea 


military gunter. Th auch caee tre wide are that «>< -~wer we 
shortiy theresicer te transferred t. Osorio, who »cu.d sevk to 





”n 
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= 
z=” constitutionalize hire tenure, : #sibly *t). eYastiey 
i=) 
Se the advent o: » weld stil: keep El Sadtvadev or! ented a 
ez towied the West and fase die Cowerds the v.co- ou. by ne means a. | 
SS ns friendly as under the present governrin:, iI & neo* apietety * 
a= certain that Osor!s would return to his former strorpe ots 
a, Communist position aithoug!, there is goo ~e: fo boadbes ee — 
~@- in defosunce to tie military he gould 2. so. ihe wincg o: + Noted Boas - 
Se are blowing otre strongly here than for ev. .ime. Critacian of the ( 
—2 U.S. has been stirred from Cuba and has been increasing)yv evident 
“we din student and ielor wrbhileaticns cr! meetings. CaStre:sm has 1038 nome 
—@ adherents. Osorio coming to power oft 1 this bb» wed cou'd r. 
oe help but be responsive in some measure to its pressures, some of ty 
4 which would be bound to react unfevorably dgainst cle Uiite- tat r 
w ; 
Ss fhorefore, as lar is the pres Sitvation does not LU "Sa, oy 
“we continue to hope thet constituta.s. goverament can be my: 
here .anc believe tht lomus still has i4 bein KIS Power to *- be D 
i. 
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To that end I recommend that we provide Lemus 
with sh = 
@ic by immediate implementation on a crash basis of the oe heap 4 a 





forth Embassy despatches 21 of July 26 1960fand ; 
7» 2990,,and also by immediate impleme-:ation <? the progres dis- 


cussed corres ce between Mr. Cliarles E. Hi d 
. ‘ ° or 

pe 2 ee satay cite the letter of Mr. Downs - Tire, inion 
ated August 26, eA We should also press forward with long- 
term economic and social assistanc e Central american 


onomi 
programs, if he survives. If he does not survive, we —eo 
coueolidate our position with a successor government through such 
tion but to isprove the souttry aaPeetota! Particular adninistre~ 
United States should provide assistacce of +A 

- @& i = 
ia the economic and social fields. We shall oubeit —— 
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rr —" “nder conver of despatch 62, Anoassacor ‘aliJvarvi trans- 
is 
5 mitted an ICA survey team report of Aurust 2, which recommended 
4 . ' » a ¢ 
= the addition of ot investigation acvisor to tre twoenan staff of 
we 

the ICA Public Safety Procram in 51 Salvador. 714 5 oM57/9-760 ) 

A Public Safety Advisor, John C, “azelett, was acced to the ICA 

- A 
Public Safety Program Staff imam Salweder or December 31, 1961. . 
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Airgram From the Embassy in El Salvador to the Department of 
State, September 30, 1960 (4 pages of source text), not 


Geclassified. (Department of State, Central Files) 
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Editorial Note 


At 6:00 a.m, om October 26, 1960, a group of Salvadorans, 
civilian and military, claiming the constitutional right of insur- 
rection and acting with the support of the armed forces, deposed 
the Government of President Lemus. A Junta, consisting of three 
military and three civilian members, assumed legislative and executive 
powers. In a bulletin issued on October 26, the Junta announced 
that the Constitution and laws remained in effect; guaranteed the 
rights of citizens; and promised to hold free elections. (Telegram 
220 from San Salvador, October 27, 1960; 716.00/10-2760) 

Newly appointed Salvadoran Foreign Minister Rolando Deneke 
wrote to Ambassador Kalijarvi on October 27, referring to the over- 
throw of the Lemus government and stating that the Junta wished to 
maintain very close and cordial relations with the United States 
Government, (Note quoted in telegram 222 from San Salvador, October 


27, 1960; 716.00/10-2760) 
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Telegram from the Ambassador in El Salvador (Kalijarvi) to the 


Department of State 


Secret Priority San Salvador, October 29, 1960--2 p.m. 


233. 







Analyzing composition new junta and government it is difficult 
escape conclusion that there has been a decided shift to the 
left in complexion government of El Salvador. 
While most of those appointed to key posts on military side 
thought basicaliy friendly to the US and democratically in- 
clined, they are, with two or three exceptions, young, of 
middle grade and wholly inexperienced both in affairs of 
government and political intrigue. Civilian side of govern- 
ment provides grounds for real concern. High percentage of 
them have, at the least, questionable backgrounds. Four 
civilian cabinet officers believed out and out Commies; four 
are very leftist and at least two more known to be exceedingly 
liberal and revolutionary minded. Even more ominous, however, 
. re appointments to second and third echelon posts now emer- 
ging, e.g., Salazar Rodezno as Public Information Officer o. 
ees 5 Presidencial. Disturbing number chose recently exiled 
who were in forefront in leading cheers for Castro now 
ay given second echelon posts. 


UNITED STATES" 


THE 


‘ Turning to coup itself, evidence rapidly accumulating thet it 
mas ce rminded by and executed under direction of ex-presidett 
Oforio. Substantial evidence also indicates that nerve center 
bas Ministry of Defense, with Generals Hhode-(qugnated-Geseda>> 
base especially Lopez Ayala utilizing Guardia Nacional ery r 
than army to carry out overthrow. Also good reason to >> lieve 
} that Osorio, in planning coup, effected marriage of convenience 
; th extreme leftist and other dissident oppositionist forces, 
cluding General Quintanilla and Captain Buitrago, who 
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confirmed as actual Lemus abductors. There can be no arguing 
that coup masterpiece of planning and execution. No blood- 
shed, no disruption of public services. Although loapressive 
number high ranking army officers given short period opc for 
or against junta and number those refusing subsequently re- 
lieved, no resistance any nature offered. Considerable evi- 
dence however that large sums of money changed hands, some 

of which reportedly of Cuban origin. 


In putting together this military-civilian coalition, Osorio 
doubtless reasoned that he could control it. He probably 
also reasoned that cooperation with left was necessary both 
in planning-<tages and now for overthrow to be successful 
at this time. Inclusion this civilian element probably in- 
tended as sop to students and pram? elements in effort gain 
their cooperation in stabi-izifig situation and gaining as 
wide acceptance of overthrow as possible until he prepared 
for next move. It may be that he intends move in on pro- 
Commie elements then in Raxosirlike saiami tactic. Present 
indications, however, are that plan is to allow junta to 
govern until regular election time in 1962 when Osorio will 
emerge as favorite son <aindidate. 


It seems to us that many iangers are inherent in this reas- 
oning and that situation gs it «stands today leaves many ex- 
tremely important questiogs unanswered: 


1. Osorio has not yet shout his hand and while it is gener- 
ally assumed that he is mae behind throne, is he in fact? 
Neither che public nor we have any real proof. 


2. If he is in fact the sirong man, how deep does his control 
extend, especially into the civilian side? Will he be able 
to control the Commies in his government? 


3. What commitments did he wake in order to gain left-wing 
cooperation? 


4. Whac are his real intentiows with respect to life span of 
junta and free elections? 
- a d 





\/ Matyas Rakosi, former Hungarian Communist leader. 
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5. Where did the money used in the coup come from? 


We are convinced from pattern of coup, make-up and early actions 
of government, Communist tones of decrees and announcements, 
and especially yesterday's press conference by junta (EMBTEL 231 

that military element no match for civilian leftists and that as 
matters now stand, we must regard coup as first step towards 
Fidelismo. For moment announcements seem calculated to lull us 
but clearly next stage will be struggle for power between Comnies 
and more conservative element and military with odds favoring 
former. 


If remedial measures to be successful they will have to be taka@m 
within next few days while army still has control of arms. 
Reports reaching us indicate that while many viewed @mup with 
approval at outset believing Osorio was the man, their ardor 
has cooled considerably after seeing make-up of government. A 
counter coup effort, therefore, which our information indicates 
may be in making, may find more public support outside leftist 
elements than could have been hoped for earlier. 


View all these considerations and many still unanswered questions, a 
believe strongly that our traditional policy of recognition om 
should not be following in this instance. If our fears confirmed es 
by subsequent action, major and practically only weapon available 

to US, since intervention renounced under international agree- ae 


ment, is recognition and/or nonrecognition. Believe from talks oe 
with colleagues our action in this respect will be closely mo 
watched and followed by number of other countries. 1 urge with > 
all persuasiveness at my command the Department go slow with ‘ 
recognition. - 
KALIJARVI * 





J Ttltng ,2 


\/det, 29, 19609 -4e reported that the civilian members of the 


Junta dominated the press conference. (716,00/10-2960) 
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Memorandum from the Assistant Secretary of State for Inter- American 


Affairs (Mann) to the Secretary of State, // 


Secret Washington, October 31, 1960. 
SUBJECT: Coup d'etat in El Salvador 


In the early hours of October 26 a bloodless coup d'etat occurred 
in El Salvador which resulted in the sending of strongly pro-v.5. 
president Jose Maria Lemus and his principal aide and heir apparent, / 
Major Adolfo Rubio Melhado into forced exile in San Jose, Vosta Rica, 
and the assumption of power by the following six-man combined military- 
civilian Junta. 


Military Nenbers: 





Col. César Urias - Deputy Chuief of General Staff wider 
Lamus e hecen assigned to special staff responsible for 
order in San Salvador during state of siege. Has been 

in the U.S.3; described ty former U.5. Military Mteshl to El Salvador 


















” (Col, Ferguson) as reticent, non-comital, retiring in personality; 

= not particularly a leader. 
-— a * Lt. Col, Miguel el CASTILLO ~- Director of the Treasury Police 
Zz ws under Lemus regime; former Director General of Teleconmwunications under 
=+- President Osorio; described by former USMA as friend of President 
<= Osorio, a leader, ami very friendly to U.5. (The Auxiliary Bishop of 
m= Guatemala, who spent many years in 2. Salvador, describes both Yanes 
Sr and Castillo as “high-calibre anti-communist officers of the Osoric 
i 4 stripe.") 
in 
— 7 Major Twben Alonso ROSALES - former Deputy Chief of key El Zapote 
o= fortress, commanding the capital city of Jan Salvador; described by 
= <t former USMA as being very friendly to a former member of U.S. Aray 
= iad mission; close to Jeneral Parada, late Minister of Deia@re, mown as 
- friendly to U.S. 
be ie Civilian Members: 
: & 


Dr. fabio Castillo - Medical loctor and Vice Dean of the Jchol 
of Medicine at the National University; respected and popular with 
University students; has studied in the U.S, and Surope; a mown Liberal 
or leftist, who has been called “communist”, a charge which has not been 
substantiated, 








\ Drafted by Gwynn and Higdon, and initialed for Mann by Gwynn, 
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hene - Lawyer, aged 30. As a University student 
was an ac » anti-U.S., an associate of Communists, and an 
alleged “Comuunist." A Salvadoran source here, however, wiose judguant 
1 value, described hin as young, homrable, violent, rich, and not 
left. In view of my personal knowledge of the University of HL 
Salvador, I as inclined to the latter view. 


Ricardo a Caceres - Lawyer, aged 32. An active leftist at 
the years who has been consistently alleged to 
be a "Communist," but is described as liberal by other sources con- 
sidered reliable, 


The individuals comprising the Junta and the new cabinet appear 
to represent-a cross-section of Jjalvadoran political views. This is 
undoubtedly deliberate, in an endeavor to attract widespread support 
for the new Goverment. They are largely younger men who are relatively 
unknown politically. A tentative appraisal indicates that the new Gov- 
ermeent is nearer the “middle of the road" than to either extrem, with 
a Gefinite tendency towards the left on the part of the civilian members. 
Ambassador Kalijarvi views a substantial proportion of tie civilian 
menbers as being to the extreme left. The Department's sources indicate 
many of them to be moderates, although preponderantly to the left. 


The new Government's first actions have been to release political 
prisoners, lift the state of siege, cancel the law restricting the 
right of assembly, and to announce that it would hold free elections 
as scheduled in 1962 and would govern by means of decrees during the 
transitory period of government. Also, it has declared its firm inten- 
tion to comply strictly with the political Constitudion of 1950, to 
respect existing treaties and international conventions, to fulfill 
its obligations and commitments, and t respect human rights, These 
latter assurances have been given by the new Minister of Foreign - 
Affairs in a note dated October 27 to our Bobassy in San vee —\ 77 


Among the principal factors leading to the overthrow of the Lewus 
Goverment have been (a) his failure to carry out social reforns an- 
nounced following his inauguration in 1956; (bo) his failure to accept 
the advice of and delegate responsibility to the better-qualified nmen- 
bers of his cabinet; (c) his vacillation in controlline the increasing 
activities of pro-Castro and pro-comunist agitators, first by failure 
to act and later through strong-arm suppression; and (d) his alienation 
of the military by his apparent intention to make his aide, Major Rubio 
Melhado, his successor to the Presidency. 





\. Text in tel. 222 from San Salvador, Oct, 27, 1960, 


(716, 00/ 10-2760) 
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The coup d'etat followed over two months of demonstrations by 
anti-Government and student and labor groups, initiated on August 16 
by a protest against the existing regime and the OAS Meeting of for- 
eign Ministers at San Jose. President Lemus was finally goaded, 
principally by the Salvadoran press, into using repressive measures 
against the demonstrators, including the arrest and exile of agitators, 
the enacting of a law restricting the right of assembly, excessive 
force by members of the security units, and the establishment of a 
state of siege, which soon alienated most of Lemus' ow supporters 
and created martyrs for continued anti-Government agitation. Tempo- 
rary truces were effected by a civilian group composed of represent- 
atives of the Church, prominent businessmen, and representatives of 
the leading families, which intervened in an effort to mediate the 
differences between the Lemus Goverment and the demonstrators. 

These efforts, md less violent measures by the Security Forces, pro~ 
duced over a.month of relative calm immediately preceding the unex- 
pected coup d'etat, which appears to have been carried out as a 
preventative measure to insure that pro-Castro and pro-conmunist 


elements wuld be unable to capitalize on the constantly deteriorating 
stability of the Lemus regime, 


The files of U.S. intelligence agencies contain reports indicat- 
ing that the three civilian members of the Junta and a number of the 
members of the new cabinet have been accused of being "Communists," 
pro-Commnist, and/or associates of Comaunists. Such accusations 
have been levelled at one time or another against almost all "liberals" 
or “leftistse" in El Salvador who have advocated change in their still 
largely semi-feudal social order, opponents of the regime in power, andi/ 
or students politically active in the affairs of the traditionally 
leftist-oriented, anti-status quo, and anti-OGovernment University. The 
term "Communist" is frequently used synonymously with "leftist" in El 
Salvador. As a result some of the best friends of the U.35., and some 
of the most effective anti-Communist leaders in El Salvador (including 
former President Osorio and several of his trusted associates), have 
been bitterly denounced as "Communists". Therefore, ARA believes it 
would be a grave error to consider, without further substantiating 
evidence, that the new Government or its members are suspect for this 


resson, in the absence of their identification with ~wely Communist 
objectives, 


From information now being received from a variety of sources it 
appears that able Ex-President Oscar Osorio is emerging as the dominant 
personality behind the Coup. However, the political orientation and 
likely policies of the new government, while controversial, indicate 
a definite swing to the left in El Salvador, On the other hand, ARA 
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Memorandum for the President by the Secretary of State, \ 


Secret Washington, November 1, 1960, 
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The six-man Junta which ussumed power in El Salvador 
on October 26 is pressing for recognition by the United 
States. 





There is some evidence thut this is a fovernment . 
mewnat to the ieft of that of former President Lemus ‘ 
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are not particularly desirable from our point of view. 4 


attempted. 
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\/ Drafted by William T, Pryce, Staff Aide, Bureau of Inter- 
American Affairs. It was transmitted to Secretary Herter by 
covering memorandum from Assistant Secretary Mann, November 1, 1960. 
In his memorandum, Mann elaborated the points made above in favor 
of recognition and recommended that the Secretary sign the present 
memorandum to the President, (716.02/11-160) 


President Eisenhower noted his approval on the source text. 
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Telegram from the Secretary of Siate to the Embassy in El Salvador, ~\’ / 


Secret Niact Washington, November 2, 1960--1:31 p.m. 
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\Y Drafted and signed by Mann. . 

\7 In telegram 244 from San Salvador, November 1, 1960, charge 
Downs reported Colonel Osorio apparently did not intend to attempt 
to prevent any party from participating in any election or to curb 
Communist propaganda and organizational activities. (716.00/11-160) 
In telegram 248 from San Salvador, November 1, 1960, Downs informed 
the Department of State of a Communist-line, anti-U.S, radio broad- 
cast in San Salvador on October 31, and reported that the government- 


controlled station was dropping the USIS daily prepared international 


newscast. (716.00/11-160) 
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Major Ruben Rosales or both may be best persons to approach in 


Osorio camp. General Molina or General Cordova or both might be 
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Telegram from the Chareéd ef-ehe-Smbesey in El Salvador (Downs) to 


LL 





! —S 
‘ v4 the Department of State, 
Secret Niact San Salvador, November 3, 1960--7 p.m. 
258. Department pass Army for ACSI; CI'CARIBs CG USANCANISs Lepartment 


cw Fer 


of Air Foree for AFCIN, 


m Be Reparenent telegram 169.) “ 
é Ce? rere - “i 
“he "Kye" Quinonez's house and in company Colonel Matthews 
pms Af spent one hour this morning with Osorio, and hour with junt> 
yWV member Major Rosales alone, two hours with Rosales and Colowel 
Escamilla together. Quinonez party to all discussions. 





“¢ rb Made presentation as suggested reference telegram and Osoriv 


= of yA... commenced with review of situation leading to coup which* 
s+ general in nature and lacking in specifics. Lemus hared by = 
Ex X everyone, army disunited and decaying, several coup plots in Ki 
os ts making, executive without power to control situation wd ~ 
SF action imperative to save country from anarchy. : < p 
a Ye + 
Sy aN ith one exception, his replies to direct questions we’¢ ex- —_ 
2° emely vague and evasive. He denied most emphatical!#?thac a 
mae single Communist appointed to position in government. Some _y 
= & j were anti-American but this did not make them Communists, , 
22 « does not agree that failure to stand up to Communists at _ cow! 
oS 4 ;| time presents a danger. He does not see a need to curb eI q 
Se ist activities, organizationally or propaganda-wise, ade f 
= ¢ 







1 parties will be given opportunity to participate in free 
elections. Said he erred in ex»iling Communists wh a he was 3 
President. Should have kept them here and channeled their 
activities. No more than 25 real Communists in country at 


sopy Beis) 
e 





This telegram was sent in two sections. 


a 


Neve=2—1060, supra. 
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present time and pian now is to “cunaitizar”’ their accivicies; 
they would be watched and made use of. He implied wichout say- 
ing so directly that if nerd Le pr oper action couid br taken at 
proper time. Questioned he said te thouphi © : ent 


influence on junta to initiate control measures it proper tim 

if needed. Specific instances of present open Communist ucciv- 

ities such as the inflammatory program of Radio Universal were y 
pointed out to Osorio and his only comment was “this is natural." 
When asked explicitly whether or not he anticipated that a 6-man 

junta could efficiently function or even last with inefficient _ 
operation for.a period of two years until forthcoming elections, 

he circumvented the question and gave an explanation of how the 
military members of the junta had been permitted to select 50 

percent of the new government assignments and how the civilian 

members of the junta had selected the remaining 50 percent. What 

needed now was unity so that urgently needed social and economic 

programs can be implemented. Changes had to occur within three 

months or serious threat to government will emerge from people. 

Support of extreme left as well as right needed for this and any 
restrictive action against former would disrupt unity and there- 


fore could not be entertained. He not taking a direct part in a 
affairs of junta but providing his counsel and advice. He re- 

iterated throughout that army united and in control of situatioa 

but remarked on several different occasions that situation very + 
deiicate. Osorio readily agreed to suggestion w taik with se- a 
lected army officers and suggested Major Rosales and Colonel . % 
Escamilla. an 


o 
Osorio said government would abide by international agreement, ice 
Asked about economic integration creaties said these could go on 
but some of things agreed to would have to be changed. Coula not 
for example permit free flow of corn into this country. US could 
produce it too cheaply and too meny Salvadorans depended on it 

for a livelihood, Present situation this regard chaovik.. Did 
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not know enough about proposal for new Central American bank to 
comment. Would have to be stucled. 


We found Major Rosales straightforward, honest, p.o-Wescerr and 
friendly but a complete babe in the woods. He admitted ailitary 
on junta consulting with Osorio and that civilian side probably 
not under Osorio’s direction. Clear he has serious doubts about 
Doctor Fabio Castillo; he asked whether we could confirm he had 
extreme leftist leanings. Said decision junta taken by majority 
vote and no one leader. Admitted that if disagreements occurred 
and could not be resolved through discssion, they put aside for 
later. Saw dangers in this arrangeme::' but for moment junta work- 
ing well together. 


i 
Var I VOR 
Note: PassedOSD, Acay; Navy, Air, CINCARIB; CT USARCARTS 
11/4/60—-teur- 


Note- read by Mr. Gvynn (ARA) 8:00a.m. 11/G°GWO-—deu 



























— 














. 





:: . fe £Y- OTA wah 
wine TEETER —- Department-of State EEL - 














ee in. <9 
Actior BEST COPY AVAILABLE Clesrttrcetion Conroe 2961 a 
= ieee 
r FROM: San Seiwador _ 
w TO:. Secretary.ofl.Siaie 
; NO: 250;~tovembeni.d p.m, (SECTION IWOOF 
bs hbbbed, 
Lu DEPARTMENT PASS ARMOR ACSI: CLINCARIB: CCG USARCARI BT DERART- 
a MENT OF ALR FORGE POR-APOIN, 
=a = 


Questioning brought out he totally ignorant re developments a 
outside junta. When filled in he clearly taken aback and 

started taking notes, Said he did not know many of those L 
appointed government positions, clarifying that Salazar 

Rodezno nominated for Information Chief Casa Presidencial by 


sad junta member Falla Caceres, Asked whether intention existed 

“ apply any curbs Communist activities he parrotted Osorio’s + 
any remark re strategy permitting open, unfettered operations 
zs until Communists identified. When asked who first presented 
= the strategy he hesitated and then answered; "Rene Fortin Magana”,. i Re 
oO” When pressed as to plans for controlling Communist movement —~E 
a= Rosales reaffirmed that no plan existed, Said he was very 
Eu inexperienced in this new assignment and would welcome any | 
«~ suggestions we might have to solve problem without being ac- : #7 
- & cused of curbing civ i liberties, He stated that military ‘ he 
wd members of junta felt that economic measures improve lot lower y oe, 
~ = classes must be initiated immediately but that civilian : 
Soon members were standing firm in their position that political . 
ao orientation of government must take precedence, He con- i 
i cluded that military members junta charged with security PSY 
°& while civilian members dealing with political situation, ‘ 


Colonel Escamilla arrived and Rosales gave him straight- t 
forward account our talk to that point, including our con- 

cern re Communist inflitration and activities, Escamilla in- 

clined at first brush these off saying most effective way 


handle. REPRODUCE T/OW PROM. HIS 
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handle these was through economic deeds rather than words or 
control measures. Turning to Quinonez he remarked 

that he and peoplehe represented should immediately join govern- 
ment in these activities. Quinonez asked whether Escamilla 
aware type propaganda now being put out by Communists. I 

called for tape recording (Embassy telegram 248) and for 

first time Quinonez himself, Escamilla and Rosales heard 

what Communists saying. Reaction electric with guch shaking 

of heads. All agreed this pure Communism rather than nationalisa 
and that action some sort seemed called for, but they continued 
expound diffteulties taking any .direct action undexg sagisting 
circumstances, I suggested good place to start .was.with Salazar 
Rodezno. Rosales and Escamilla departed saying they would 

look into matter. 


Quinonez who in interim between Osario’'s departure and Rosales 
arrival had made effort defend some of Osorio's remarks made 
no further attempt to do so upon conclusion three inter- 
views. Impact all that is happering seened to dawn upon 

him for first time. Asked directly whether in face all he 
had heard he would, if in my position, recommend recognition 
this government, he replied he could not in all honesty 
give an answer, He was not enough of a politican or diplo- 
mat to be able to assess all pros and cons of extending or 
not extending recognition. One thing for certain, situation 
extremely cirtical and all help and advice US could give was 
urgently needed. 


a 






If this could be done without recog- 
nition, recognition mOW not overriding. On my way to Embassy 


- intercepted by emissary from Roberto Parker. He told me 


Parker had asked him come to see me to transmit following 
message: Parker had visit yesterday from Major Castro Moran, 
—_— 
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from Escuela de Guerra. Major Moran told Parker that the 
military was very unhappy over the current situation. He 
said that he was speaking for the majority and that they were 
thinking of doing something about it. Parker asked Moran 
why he had come to him. He replied that he had come because 
Parker could put him in touch with American Embassy. Parker 
replied he did not want to become involved, but that he did 
have a very good friend in the military, a Major Rodriguez 
Simo, in the Escugpa Militar and that if this man would come 
and see him he would talk with him, Simo came to see Parker 
last night. He told him much the same thing that Moran had, 
adding that their group now had the support of every army unit 
with the exception of the national guard. Simo said, ad- 
ditionally that Colonel Yanes and Captain Rosales in the 
current junta were also unhappy and had expressed private 
regrets over the way the coup was handled and how it was 
turning out. The emissary said that Parker had also told 
him to pass on to me that when he had seen me two nights 


oe 


1R?! 


= Go ago he had thought that the US should not recognize. He 
"oS said he had since talked to may responsible people plus the Se = 
55 in the army and that all now agreed emphatically that US should fr 
- & mot recognize this junta. Parke: said in addition he now sure 
—7e good many people were not happy with Osork’. He was told — 
S + by his military visitors that Osorio did not carry out some : 
~ % of the commitments that he had made with the military prior a 
Sv to the coup. He said he is convinced from his recent ir 
talks that when next coup comes, and which he now belleves 
= it will Osorio will not be included therein. Separate tele- . 
= ts gram with our analysis follows. Briefly put, we strongly 7 
<n of view that recognition should be deferred indefinitely. Ny 
= r 
55 This may be considered joint Embassy/ARMA telegran. i 
Downs L 
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The new Government appears to lack agreement on any real doctrine and 
it certainly contains anti-U.S. elements, with tie inherent risk that these, 
though in a minority at present, could possibly take over. Col. Osorio 


admits that the situation is delicate. He appears to be influencing the three 


military members of the six-man Junta, but possibly has less influence on 
the civilian members. While he has implied to our Chargé that proper action 
would be taken when the tinie came, he apparently docs not intend to curb 
communist activities, organizationally or propaganda-wise, at present. He 
feels this kind of a coalition is necessary and desirable at this time. 


On the question of recognition, Ambassador Kelijarvi, presently here 


on consultation, and the “mbassy recommend deferriny recognition indefinitely. 


They consider that the complexion and trend of the present Government is 
leftward towards a Castro-Commnist takeover; that the reported plans for 
a counter-coup may make it short-lived; tat recognition would cast a cloak 
of respectability about the new Government in the eyes of other countries 
and peoples and encourage attempts to effect similar overthrows elsewhere 
in Central America; and that immediate recognition would thus encourage and 
strengthen forcs hostile to the United States without any realistic 
prospect of our being able to control the situation or to effect a change 
in the course cf the new governnent. 


There is, of course, always a poss.bility that Commnist-Castro 
elements will succeea in getting an upper hand in £1 wilvador. ‘the question 
is, however, whether it is in the U.S. interest to work with the new 
Government and endeavor, through the modercte elements of the regime, and 
particularly Osorio, to achieve an orientation toward the West, or whether, 
by failure to recognize or delay in recogn tion, we should alienate the 
Government, weaken Osorio and help to create a situation of uncertainty 
propitious for communist and Castro iniluence. On balance, recognizing 
there are risks in whatever we do, I believe we can more effectively pursue 
UeSe Objectives by working with the present Goverment. This conclusion is 
based largely on the hope that Osorio will remain influeutial, and tiie 
history of our relations with Usorio. 
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Eisenhower Library, Whitman File, NSC Records 


Memorandum of Discussion at the 466th Meeting of the National Security 


/ 


Council on Monday, November 7, 1960; 


Top Secret Eyes Only 


——— 


Here follows discussion of agenda items 1-4, concerning outer 


—_—_— 


space programs, Cuba, significant world events affecting U.S, security 


(Sino-Soviet clash, Laos, El Salvador), and Algeria. Portions 


—, 
printed below are from the merged discussion of items 3 and 4. | 
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THE UNITED STATES" 


Flere follows discussion om Algeria,/ 
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\/ Prepared by Robert H. Johnson, Directory Planning Board 





Secretariat, Netionel-Seeurity Couneil, on Nov. 8, 1960. The source 


text contains a list of 27 attendees. 
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Memorandum from the Under Secretary of State for Political Affairs 


(Merchant) to the Secretary of State , oe | 


Secret Washington, November 8, 1960. 
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\/ The source text bears the notation: "“O vertaken Biy E vent 


se —_— 


11/10/60." 

\/ Not filed with source text. The telegram was evidently not 
senc, 

4 

\/ Not filed with the source text, The reference is presumably 
to Kalijarvi's memorandum of November 6, 1960, which concluded with 
the statement that “immediate recognition of the junta government 
in El Salvador would encourage and strengthen forces hostile to the 
United States without any ... prospect of our being able to control 
the situation in El Salvador and to effect the course of its govern- 


fre hw 


ment," (Qe@ Files, Lot 63 D 127, "El Salvador, 1960") 
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action. Certainly a counter-coup by moderate and aati-communist y 
army officers would be in cur interest. 


(3) Oa balance, i am aubi 


ious of our ability to exert efr- 
Sective influence in support of the mederaves in the present jui.ta, 
particularly with nc Ambassadcr on the spet. Moreover. it seers ’ 
to me the withholding cf recorniticn. at least until the situation ' 
clarifies, in fact places sume leverage ands of friendr in 


‘ 
the junta since they can hold cu s f recognition as 
an argument arainst further radical] acts by the radica] elements. 





To recapitulate. I recommend withhacldinzg recognition and 
continuing to watch and wait. 


I also recommend thet you meet with tir. Dillon, Mr. Moun, and 
myself as scon.as convenient after your return for a further review 
of this matter. 








Ted At 
Telesrem t6 ST Salvator ; _ 
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Eisenhower Library, Whitman File, International File 





Memorandum for the President by the Secretary of State , ~~ ¥ 


Secret Washington, November 10, 1960, 





Subject: Recognition of Junta in El Salvador 








As you know, we have delayed recognition of the Junta 
in El Salvador pending further analysis of its stability, composition 
and political orientation. It is now clear that the new Government is 
one of coalition without adequate leadership which, while seeking 
reform, has no clear idea of how to deal effectively with subversive 
elements. This presents a situation of danger and it may well be 
that we should recognize so as to be in the best position to use our 
influence to strengthen the efforts of non-Communists to orient 
government policy along democratic lines. 


I recommend that you authorize me to extend recognition 
to the Junta Government at such time as we consider our interests 
will best be served by so doing. We are informed that Brazil has 
decided to recognize the Junta Government today. Mexico, Guatemala, 
Honduras, Nicaragua, Panama, Ecuador, Paraguay, Israel, China, 
Austria and Spain have already recognized. I anticipate that other 
countries will soon follow suit. 


CESS ae 


‘ Christian A. Herter 


_— “ 4. % 
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\)/ Notation by Brigadier General Goodpaster on the source text 


reads as follows: "President approved orally. I notified State ’ 


Dept . " 
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4 
Letter from the Charge in El Salvador (Downs) to the Ambassador in 


El Salvador, Temporarily in Washington (Kalijarvi) 


Confidential San Salvador, November 10, 1960, 
Dear Mr. Ambessador: 





— 


oan I received your two letters, ac wish to tuank you very mich for 
them and for the advice and counsel which I can read between the lines. 
We have been exceedingly busy. What with the mmy discussions we have 
been having with almost everyone around the place these days, the 
telegrams that have had to be drafted and cleared and tne other myriad 
of activities which always seem tc wre upon one, I mst admit tnhat I 
have had very Jittle time for either ealing or sleeping. it has, 
however, as you can probably gather from that end, been a very interesting 
period. I believe that the pieces of the puzzle ure beginning to fall 
into place fairly rapidly these days and I must say that the picture 
which is cutlined is mich as we had thought it would be in the early 
staces. One thing seems clear: we are in for a very Gfficult period 
over the next couple of months. From al) we have been able to lear to 
date I am now more convinced than ever that we will be making a very grave 








pen 


-_- - 


Lhd 
* ¥ 
an 





” erro, to put our morey on Mr. Osorio. The latest we heave heard is that 

= he is drinking very heavily and is now letting it be kncom among his ver, 
=> close friends that te has indeod beer. double-cicosed. 1 seems to me, 
= Uncrefore, that our best course of action for the nresent is to pive every 
ze bit of uncer the table assistance we can to the moderate forces in the =. 
+= country <= both outside the rovernment and where we can find them inside -- 
< 5 anc attempt to awaken them t& the danger which is clearly apparent and ats. 
ms give all the help we can in organising the fi,ht against it. This I - 
SF think can be done without recognition on our part and I continue to | 
o & believe that we would be making a very grave error in recognizing this " 
=. Junta as it is curruitly composed, Rd 
iv 4 - 
a= I think you toc would be amazed at the number cof peovie who have ase 
a < been seeking us out in the last week t tel) us of their fears a./ cone 
He cernte People who up to a week ago were insisting that we recognize and . 
<3 vy. 
J = 
Se 
am 


Kalijarvi enclosed this letter with a memorandum to Herter, 


Nov. 16, 1960, opposing immediate recognition of the Junta and 


rrr Ube 


recommending his prompt return to El Salvador. (Q@P Files, Lot 
, 
63 D 127, “El Salvador, 1960") 





/ The letters under reference were not further identified, 











4¢- poor’ 


BEST COPY AVAILABLE 


~ 
Co 
\a) 
“ 
° “Ree 


ae 


— . 


give this povermment our full assistance. Among thet, | am aire, are & 
a large number who contributed both financially and rorally to the 

overthrow of the Lemus regime. I think that they are now coming tc 

realize that they have a bear by the tail <= penesis Russian — aid are 

now very much concerned about how to ret rid of it. That it will be 

gotten rid cf, at least in the form of the present Junta, 1 m mne- — 
vinced. Just how soon the very careful preparations thet will be necescary 
for success will be ready is anyone's guess. 1 dn't believe, however, 

that we will find the present situation existing ct the end of this 

monthe I hope we ‘rill be able to convince our peers in Washington to 

hold off for at least this lorge 


\3 is 
‘ | 


Most. sincerely, wo 
- e 
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Four dots appear in the source text, 
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716.02/11-1160 
Memorandum of Telephone Conversation, SMM by the Under Secrets 


of State for Political Affairs (Merchant) 


Washington, November 11, 1960. 
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Reierence is to the NSC meeting of November 7; for the memo- 


randum of discussion, see ante, p. 

, In notes on a telephone conversation of November 10, 1960, 
Merchant stated that Robert H. Knight, Deputy Assistant Secretary of 
Defense for International Security Affairs, called him on behalf of 
Secretary of Defense Cates, asking for delay of recognition pending 


receipt of information which might bear on seeceenitien, Nowember-ii., 


(716. 02/11-1060) 
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716.00/11-1160 
Memorandum from the Director of Intelligence and Research (Cumming) 


to the Secretary of State 


Secret Washington, November 11, 1960. 


SUBJECT: Considerations of Intelligence Community Regarding 
Recognition of El Salvador. 


Fy 


il have been informed that a decision has been made to extend recognition a 
to the government which has been formed in El Salvador following the over- 
throw of President Lemus on October 26. While this decision is beyond my 
scope, i do feel very strongly that it is our duty to put forth our considered 
judgment of the results that may flow from such recognition. 
* NX 
Since there is no tirme for a Nationa! Intelligence Estimate in this case, NN 
Mr. Dulles, ihe Director of Central Inteiligence, suggests that we incorporate ~~ a 
in one paper the view of representatives of the intelligence components of the 
Department of State, the Central Intelligence Agency, the Department of De- % 
fense, the Joint Chiefs of Staff, and the Departmen® of the Army,. Navy, and 
Air Force. 
4 The government formed in El Salvador following the overthrow of Presi- “se 
< dent Lemus on October 26 continues to exhibit an increasing trend toward the ’ 
: left. A growing proportion of the Junta appointments to the cabinet and otner ~ 
important government posts are going to confirmed or suspected Communists. ™~ 
; The individuai responsible for engineering the coup was former President Osorio,™® 
” who had enlisted the support of military and weaithy civilian elements in 4dci- 5 
tion to many leftists. lt now appears that Osorio is unable, or perhaps unwiil- 
ing to contain the growing power oi the leitists who are becoming entrenched in 
the new regime. Although there are Junta and Cabinet members who show 
- signs of concern over the situation, they have not dermnonstrated the capability 
",, of coping with their more politically skilled leftist colleagues. A counter-coup >, 
by disgruntied Lui disunited military elements remains a possibility. The 
leftist trend o:1 the Junta in El Salvador has been indicated more by the nature ors 
of government appointrments than by actions or declarations. Aiso a considered ai 
danger is that several more important Communist and leftist appointments and 
removais of moderate elements are pending the receipt of recognition by the 
United States Government. -Y; 


ay? 
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GN REI 


, 
‘ 


Although the Junta has lifted the state of siegu, the dissolution of Con, ress i 
and the elimination of pro-Lemus elements, friendly to the United States, and 
the vague promise of holding tree elections two yeas hence, does not give an 
assuring picture of what future course of action the Junta will take. 
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United States Government recognition at this time would discourage 
the hopes of non-communist opposition to carry out a counter-coup 
against the Junta. Recognition would provide the Junta with the 
respectability they now desperately are searching for. This would allow 
the leftists the needed time to consolidate their gains and to seek outside 
support from other leftist oriented governments, such as Cuba. After 
they become well entrenched, El Salvador would probably serve as a 
base for similar movements in neighboring countries. This perhaps is 
the major risk involved to the political stability and future security of 
Central America. A leftist dominated El Salvadér could serve as a 
vital wedge, resulting in an extension of Castro-type Communism from 
Cuba to the Central American mainland, Castroism would then be pro- 
vided with a West Coast opening--a base for seaborne Communist access 
to Central America. The current unrest and instability of Guatemala and 
Honduras are such that even the presence of a leftist government in El 
Salvador would provide the necessary spark needed to topple these shaky 
governments. Nicaragua also would not long be able to resist the presence 
of leftist governments in three neighboring Central American countries. 
The effects of such developments on Panama and the security of the Canal 
Zon? are self-evident. A further problem would be posed to the U. S. 
Government in giving additional support to bolster countries thus threatened. 








n As a final consideration, recognition of the present government of El 
= Salvador by the U. S. would be widely interpreted throughout Latin America, 
~ o as well as inside the country, as approval of what could quite easily result 
- in another Castro type regime. 
= The foregoing has been jointly drafted by senior representatives . 
<- of the intelligence community and the conclusions approved by all of \ 
me ad them, including TheDirector of Central Intelligence. aan \ 
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UK memorandum -eem=Mamm to Herter, deafted—by—Higdes,. Nev. 4 


Digest 
13, 1960, took issue with Cumming's memorandum and strongly urged 


that the United State "proceed forthwith to recognize the Junta 
ALP / 


Government ."' COAP Files, Lot 63 D 127, "El Salvador, 1960") 
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Telegram From the Embassy in El Salvador to the Department of 
State, November 15, 1960 (3 pages of source text), not 


declassified. (Department of State, Central Files) 
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Telegram from the Charge e&the-Embaeey in El Salvador (Downs) to the 


Department of State 


Confidential Niact San Salvador, November 23, 1960--Noon. 


Limit Distribution 326. 
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, “7 FUK MAKK, ‘ oe ea 
(¢) (FOLLOWING FROM STEWART: / y 
_ After two hour MEOEENS with Osorio, two hour session attended N). 
Le» by all six members of JUNTA and about 15 interviews Salvadorans, a 
: 2 Americans and others these are my observations: 
uJ 
< 1) Osorio was key figure in overthrow. He and civilian 
_ elements were in accord sometime before overthrow. 
cs = 
7 uw ‘oY 
= = 2) Osoric admits there will probably be counter att tempts— aad 
<== in armed forces and plotting is in evidence but based ou g bis 
ax my information Osorio has enough support in armed forces ‘= 
» to keep present Government in power. Osorio has receded ~ 
a uw . 
~°* into background and provides occasional advice but three Te - 
eet. military members of JUNTA are his men and Minister Inter on, h. 
o=F is strong type loyal to Osorio. Therefore, Osorio is key Meme 
=< man in country. 
— i ’ a ; 
Vick ¢ 
De 5) {I 3) Civilian members of JUMZA are well-intentioned but be: 
oO=7 ' inexperienced. I feel they are arxious to cooperate ¢ Oe | 
Oe (3 with US. If there were any doubt, however, Junta setup Le”. 
ive eG 


* provides excellent check and balance with military members, 
‘packed by Osorio, exerting deciding influence. My meeting 
with JUNTA members was marked by frank exchange of ideas, = 
. especially on appointment people of doubtful ideology to dl 
\ 
/ 


* 
vt. oe ae 
— 
a. | 
~ as — 
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‘Government posts. They are aware of background these peopl 


== 


| and reached unanimous decision appoint them after 
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Vv C. Allan Stewart, Cownselor of Embassy in Venezuela, visigted 
o 
San Salvador, Nov, 20-23, 4066, A memorandum from Stewart to Mann, 
Dec, 2, 2960, reporting on this visit, was enclosed with a letter 
©, AkA/o#P 
from Stewart to Higdon, Dec, 2, 1960) p Files, Lot 64 D 16, “Junta 


Correspondence: El Salvador, 1960," 


col. Alberto Escamilla. 
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long debate. After conversing many serious Salvadorans lL | 
conclude there are sharply diverging opinions about whether | 

doubtful individuals are Communists. In any event, J Le 
is aware our concern for some appointees and Osorio welcomed 
memorandum 








n 3 
Orio suggested it be given to Min r ol 4 





translated 
Escamilla . 
- — 
£/ 4) Osorio and JUNTA are for free elections. They think 
Democratic forces can overwhelm Leftists at polls, and : 


Osorio stars organizing new party to attract bulk of 
_— PRUD on Friday, with big convention around December 15. 
tz ) Civilian JLKLA members told me they discussed two types 


= 
“ overthrow in first stages of plotting, namely Kia Castro G4) ma 





yet Ra Betarcourt. Decided or latter tecause by Democratic 

. forces in Venezuela won out later in free elections. Said 

this formula also had been successful in Guatemala and 

Honduras. Osorio said PRAM and CGTS will be controlled. - 
Close friend one of military members JUNZA and of Minister Ge) 
interior said these two strongly confirmed this fact to him. 
However, same source, evidencing his own concern, added that 

he had asked his friends if they sure they not being used. 








) 5) Jt admits its functions as caretaker Government while 
Congressional elections prepared is not enough and must make 


“DECLASSIFIED FOR PUBLICATION IN 
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start on social program. Osorio said he had ideas along this ac 
line. ~* 
f> 
6) Reaction among Salvadorans with whom £ talked is regret for a 
departure constitutional process but strong to mild feeling s 
Lemus bungled student disturbances so badly his removal was be ° 
logical aftermath. Peturn to constitutional Government is ~ 
avowed unanimous desire. * 
*7) Consensus opinion is that any succeeding Government would eo" 
be rightist military J - Some observers viewed this with r° 


= 


alarm, saying it would not be accepted by liberal elements 
and masses. with conseauent trouble. 


* 





\/ me paper, entitledy "Cuban Subersive Activities in El 


Salvador," was not found in Department of State files. 
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—~3=3726, November 23, Noon, Niact, from San-Seivaedes— 





8) I am most impressed with attitude of intelligent Salvadorans 
Z who realize dangers of present situation and wish cooperate 
( Lay with JUNTA in finding solution along peaceful lines. Meanwhile 
<< _ working class continues at tasks without interruption. Cumbersome 
(ey) six-man JUNTA may be streamlined but I believe only after 


satisfactory agreenent between civilians and military. 


' 


9) Osorio made plea for recognition and Jyitw members were (Le ) 
most eager get over point they wish to work with U.S. and 
need our support. 


~~ 
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Eisenhower Li>rary, Whitman File, Dulles-Ferter Series 


Memorandum for the President by the Secretary of Stave . IA 


Secret Washington, ‘November 26, 1°40, 





Subject: Recognition of Junta in El Salvador = 


? | 
‘ot 


On November » 1960 you authorized me to recognize 
the Junta Government of El Salvador at any time when I 
considered our interests would best be served by so 
doing. In view of doubts voiced by our intelligence 
community and others regarding the possible consequences 
of recognition, we sent a ranking Foreign Service Officer, 
who had until recently served as Director of the Office 
of Central American and Panamanian Affairs, to El Salvador 
to make an impartial survey of the problem. On the basis 
of numerous talks he held with persons in El Salvador, 
including American and Salvadorans with whom he had long 
been acquainted, the six-man Junta and former President 
Osorio, he has reported that Osorio seems to be the key 
figure behind the present Government and that the latter a 
is attempting to maintain its independence of Castroist \-~ 
or communist policies and personnel.< Mr. Allen Dulles a! 
and the Department of State's Director of Intelligence y—\ 7/ 
on the basis of this officer's report and their judgment 
of current developments in El Salvador, no longer have 
any objection to recognition. I therefore propose to 
extend recognition on or about November 30, 1960 unless 

~\ } you perceive objection. 
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\V/ acettes by Coerr and Higdon, A memorandum from Herter to 
Goodpaster, Nov, 25, 1960, suggested that he not put this matter 
before the President until Monday afternoon, Nov, 28, to give the 
Department of Defense “an opportunity to register their dissent 
should they feel as strongly as they did in the past." (Eisenhower 
Library, Whitman File, Dulles-Herter Series) 

\/ See telegram 326 from San Salvador, November 30, 1960, supra. 


< 


Y Hugh S. Cumming, Jr. 


/ i 
VY According to notation on the source text, President Eisenhower 


approved the memorandum on recognition, December 1, 1960, 
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Letter from uhe Secretary of Defense (J3ates) to the Secreta yy of State 


Secret Washington, November %0, 1°60, 


Dear Chris: 


fense about the situation in El Salvador. / The Delense intelli- 
gence holdings indicate a considerable Left activity by the 
Junta government, with confirmation of facts which have 


Attached is the latest information available in De~ } 
\ 


~ % 
: gaused our previous concern, The confirmation includes in- ‘ ~, 
J bw 7 formation just received from General Alva Fitch{who | is in 7 S —_ 
. San Salvador now and who is well acquainted with Central 
American affairs. > 
> 
2? I wanted to be certain that this information was  o 
” \available to you. ~ 
ka ’ ~ 
= \> 
ath Since the question of recognition primarily is on 
“a b/s of political judgement, ] will leave this up to you, However, ye 
_F—: we are so concerned af the prospects of communist take-vver, on 4 
= z whether or not recognition is afforded the Junta, ‘hat I suggest " bre 
_ tas the State Department, the Defense Department and CIA get _ 
a = / together to determine what feasible actions can be taken to .* 
—— - 
a & insure against the take-over, o> 
o ;~ 
Oo Ww ~* 
“sS Sincerely yvurs, ' 
o- a * 
= | - 
VW) of / ; “ 4 
<2z Jhewiae ». Male \ 
«i © ‘. 
= ; 
Se ,  ¢ ¢. 
rd Pre-deneratic ( » 


TO QC eeebaprttntatas te _ . 
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VY the attachments were 4 paper and a memorandum, The paper, 
entitled "The Leftist Txend of the Government of El Salvador," claimed 
that Communist influence had risen in the Salvadoran Government, 
student organizations, and labor movement, and it concluded that any 
action which s':rengthened the Junta would contribute to the rise of 
Cowmunist influence on the future course of the Government, The 
second attachment, a memorandum of a telephone conversation bctween 
General Fitch and Lt, Col, Luther F, Long, General Staff, Chiei, 
Western Hemfsphere Section, Office of the Assistant Chief of Staff 
for Intelligence, on November 30, 1960, concerned efforts by the 
Communist-controlled CGTS to organize campesino committees throughout 
El Salvador, 

~/ Maj. Gen, Alva R, Fitch, Deputy Assistant Chief Staff for 
Intelligence, Department of the Army, visited El Salvador, November 
29-December 1, 1960, General Fitch pleited with numerous persons 
he had known during his assignment as military attache in El Salvador, 


1948-1950, 
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Eisenhower Libararyy; Whitman File, "DDE Diaries" 
Memorandum of Conversation with the President, Prepared by the 


President's Staff Secretary (Goodpaster) 


, l 
Secret Washington, December rf 1960. / i 


Others present: Secretaries Dillon and Irwin 
General Goodpaster 


Mr. Dillon and Mr, Irwin met briefly with the l’resident to 
discuss a difference of view regarding recognition of the 





government which took power in FE] Salvador as a result 

of the recent coup, Mr. Dillon said he realized that Defense 

had receded from its position of offering objection, although 

he understood Defense still disagreed with the action, He 

said that the State Department view is that if the United States 

does not recognize the new government, we will be "throwing 

in the towel" so far as sending good people into the area to : 
try to influence the situation, He said that State considers 

that if we extend this recognition, we will be able to hold 

off the Communist effort there, 


He added that other Latin American countries have recognized 
the new regime, including Argentina, Brazil and Chile. He 
said that before extending recognition, we will ask the 
Salvadorans to make a statement whether they support OAS 
commitments, If so, we will recognize them, He added that 
the CIA supports this action, but that Defense takes the stand 
that the government there is more Comrmunist-influenced 
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Mr. Irwin said that Defense has thought that there might be 
a counter coup in the area, However, it has not developed, 
Defense has considered that we should avoid tying our hands 
in El Salvador as in Laos through hasty recognition of a regime 





which will come under Comrmunist domination, He added that 





VY This memorandum was prepared on December 7, 1960. 
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Defense is concerned that recognition of Communist-oriented 
governments hurts our friends in other countries. However, 
Defense considers that the points have been brought out and they 
withdraw on the matter on the grounds that the question is one 


of State Department responsibility. 


The President gave his assent to going ahead with recognition 


on the basis described by Mr. Dillon. 
« °- A 


. “7 
C Au satttud tt tir * 44 2 


-— dl« 

Rent; Mrz Bitten -setd he would like to bring San Waugh io ~ 
to sce the President, and discuss certain aspects of an issue 
involvig Yugoslavia. The Yugoslava are plannicg to devalue thei 
¢urrency, ®ad are working closely with the IMF to put thetnselves 
on a sound fiscal] basis. Part of the action will be to free them- 


7 
1 
t 


selves from financtal controls, and this will conetitute a long 


step toward a free ec: omy. Our Government views this as a 

very favorable cevelopment, However, tocarry it out they 

need more financial assistance, [he Four op im countries stand 

teady to give $120 nm illion in cpecits, and der the plan we 

would put up $100 million, thcluding a $25 million normal Ex-Im . 


Bank, $25 million frost the Mutual Security program, and $50 
million for stabiljzation purposes frorn the Ex-Im Bank. Mr. 
Waugh is opposed to the latter and in fact is opp: od to working 
in Yugoslavia. He has stated that he wants direction frarm the 
President before he would take this action. The President 


said he would be glad to sce him. AD 


ré al 
a 

A. Se ets dpaster 

Brigadier General, USA 
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716 .00/ 10-2760 


Telegram from the Acting Secretary of State to the Embassy in El 


4 4 ~ 


/ Salvador) 


Official Use Only Washington, December 1, 1960--7:59 p.m. 


Priority 232, 
te 


|, ROME zy vy - 
y/ The dn EA is instructed in person to deliver to POJOFF on or about 
: December 3 following note of recogiitionn on part of United States .f new Govern- 
ment of El Salvador: 
am 1 have the honor to ackiowled.» *the rvseipt of Your Excellency's note 
Wo. J=5039, dated Uctwlher 27, .o which you requested me to inforsa sy GoveruertB) 


that a Junta of Government has now been «stab Va 1 tl Salvador. iouwr 


| Excellency's note states that the new Jovermment has declared its iatention 


to continue to comply strictly with the Constitu’ Lon of 1950, whith romalns 
| in force, t»> observe international treaties wid conventions, to f... Lui its 
| obligations and comaitments, and to re. ect hucan rights, 
In view of the assurances set for... in your aote and of the. icia. 
| affirmations made public corcern'ng the Loldling of free eLecticis, ay Gov ine 


|} ment has insiructed se to state thal, it welcomes ‘nese essurances, and tht 
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| it is pleased to extend recogiition to the Jumts of soverisment as Ure pre Lelonal 
| Governeent of El Salvecor, eh, 


- | Please inform Departament promptiy of any ehsr_es in hote for ucowacy and 





OE cr 
a 


of tire and manner deliv: ry 





a 








\/ Drafted by Whigman and Higdon, and signed by Mann. 
Vv The referenced telegram, dated October 27, 1960, transmitted 
4 note No. 5039 from Déneke to Kalijarvi, October 27, described in 
‘ the present telegram. (716.02/10-2760) 
Telegram 356 from San Salvador, December 3, 1960, informed 
the Department that Kalijarvi delivered the above note to Deneke , 


6 p.m., December 3. (716.02/12-360) 
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716.02/12-260 
Message from the Assistant Secretary of State for Inter-American 


Affairs (Mann) to Colonel Oscar Osorio 


Washington, December 2, 1960. 


Dear Friend: 


_— 

> 

1 believe you will bw pleased to know thet the fr 

United “tates will soon recormize the provisions! ™ a 
Junta Government of £1 Salvador y WA 


I wanted to express my appreciation for the tirc 
which you #o kindly rave to Al.cn Stewart ané to let 
you know that our delay in recojmition was not basoc 
on the belicf *hat the hizhest offictiels of the - 
Governzeent are anti-democratic. Lather, it was based » 
on our concern that the confucion in so many cind® b> 
between genuine refors ané comwanist dictatorship sight a 
permit - gradgvunl increrce in tie« political power of 








¥ 
commumists, through orrenication of the campesinos tu... | 
, the like, to the point where conctitutional, dé@Bocratic t 
> covernsent in Fl Salvador would no lonr-er be rossibl:. t 
= = I know that you share this continuing corcern. t 
a You can count on us for whatever cssistance we <an a 
= a appropriately render, consister.t with our internationol 5. 
< obl iretions, to help the Selvacoran prcple achiere a <2 
= ts stable democracy within a framework of economic pror: 75s “ 
2+ oné c rrenter cerree of cocial ‘usticc. ’ 
oe , ' 
x Vith every rood wich, = 
Sl 
SF Sincerely yours, a my 
wa ~ N\*» 
“& af 
ed) n ' a | 
= Theonec C. Mann : “8 
' As. 
Colonel éscer Osonis, ~~ 7 
San Salvstor,— bE 
—— 
SOAP OI. 
wo Te: = on ret BGS ee ag eae 
SoS S pace am eS at eet | Be ohn : ~ 
' 
— 1 Stag Oe , t ”* ‘ .* 
«* - * — ~*~ > ‘ * wo > 3 ° 
i. ; a . - 
fs -* “4,” , 
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Yo a@ memorandum to Mann dated November 30, attached to the 
source text, Merchant stated that “if the President approves prompt 
recognition of the junta in El Salvador, I feel strongly that whoever 
communicates to the junta our decision should see Osorio and tell 
him that ... we have done so on certain assumption, i.e., that elections 
will be held within x months, that necessary steps will be taken to 
prevent the government falling under the control of Communists or 
Castro elements, and that the junta is interested in preserving 
traditionally friendly relations with the United States Government," 
Mann's letter did not convey the essence of Merchant's request, but 
Osorio had already given the requisite assurances to Allan Stewart 
in San Salvador on November 21, according to Stewart's memorandum 
to Mann, dated December 2, reporting on his visit to San Salvador} 

($ee footnote 1, ante, p. ) Yaxtially legible notation on HDS rt 
Merchant's memorandum possibly refers to that meeting. 
The source text for Mann's letter is an unsigned carbon copy. 


No record of its delivery was found in Department of State files. 


\/ See telegram 232, supra. 
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GUATEMALA 


U.S. Relations With Guatemala 





Ww) 
ee) 
— 
<= 
— 
=z WY 
= 
_ 
a Ww 
or 
— -— 
-_ = 
<= => 
WwW 
— Lid 
ad 
oe 
— 
a iu 
© 
Cc 
Oo ww 
uu = 
© 
oOo“ 
us 
— 
\.. ad 
mo 
WY) oe 
WY) 
<i = 
a’ (9 
WO — 
lw LJ 
om * 4 
z: © 
oa 











“DECLASSIFIED FOR PUBLICATION IN 
FOREIGN RELATIONS OF THE UNITED STATES" 





1Y- pt 
/058 


ttns a Dsies 


\ 


Editorial Note 





-~2 9 


General Miguel Yd oras Fuentes, candidate of t’. rigri- '»: Tortido 
Reconciliacion Democrdtica Nacional (Redencion), won a plurality of 190, 
972 votes in the Guatemalan Presidential elections of January 19, 1958. 
Colonel José luis Cruz Salazar of the Movimiento Democratico Nacionalista 
received 138, 488; Mario Mendez Montenegro, candidate of the ic'i-wing 
Partido Revolucionario, 132, 824 votes; and Colonel Joge Enrique Ardon 
Fernandez of the Partido Union Liberal Nacionalista,>, 834 votes. The 
Guatemalan Constitution provided that the Congress elect the President 
from the two leading candidates when no candidate received an absolute 
majority vote. Parties supporting Colonel Cruz had a majority in the 

a4 
Congress. (Secretary's Staff Meetings, Lot om >s SM N-599, January 7, 1958). 

According to the memorandum of discussion at the National Security 
Council meeting of January 22, Director of Central Intelligence Allen W. 
Dulles said that "the United States would probably manage with either the 
right-wing candidate or the middle-of-the-road candidate, whom we had favored; 
but our fear is that the election of the rightist would provoke a strong 
leftist reaction and more disorder.” (Eisenhower Library, Whitman File, 

NSC Records). In order to avert the threat of mob violence if Ydigoras was 
not elected, Cruz agreed on January 27 to respect the choice by the Guatemalan 
Congress of the candidate with the plurality of votes. General Ydigoras, 
promised to choose “collaborators” from the opposition parties, apparently 

an expression of willingness to accept a coalition government. 

As recorded in the memorandum of discussion at the NSC meeting of 
January 30, iaeomemin Charles P. Cabell, Acting Director of Central Intelli- 
gence, "noted that the danger of post-election violence in Guatemala had 
been reduced by an agreement between Ydigoras and Cruz, an agreement motivated 
by the realization that only in this way would violence be avoided, since 
Ydigoras would use force to counter any decision in favor of Cruz in the 
Guatemalan Congress." (Eisenhower Library, Whitman File, NSC Records). In 
telegram 342 from Guatemala, Ambassador Edward J. Sparks reported that as in- 


structed, he had met with Cruz on February 11 to stress that "h‘s statesmanlike 


sacrifice had been in the interest of national security." (714.00/2-1158), 
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/ 
The Guatemalan Congress elected Ydigoras President by a vote of 40 


to 18 for Cruz on February 12. He was inaugurated for a six-year term on 


March 2. Documentation on the Guatemalan elections is in Department of 


State decimal file 714.00. 
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Editorial Note 





In a memorandum of February 15 to President Eisenhower, Acting 
Secretary of State Herter recommended inviting President-elect Yéigeres 
of Guatemala to Washington because “it would be most useful to our future 
relations with the Wdigores administration, would serve to strengthen the 
President-elect's pro-United States attitude, and could well have a 
beneficial effect on the orientation of his administration's policies." 
(Eisenhower Library, Whitman File, Administration Series). 

President-elect Ydigoras made an informal visit to Washington, 
February 23-25. On February 24, he met with Vice President Nixon, had 
lunch with Secretary of State Dulles, and met with Roy R. Rubottom, Jr., 
the Assistant Secretary of State tor Inter-American Affairs. On February 
25, he had breakfast with President Eisenhower and Secretary Dulles at 
the White House. 

A briefing memorandum of February 22 for Assistant Secretary Rubottom 
on points to discuss with President-elect Ydigoras is in OAP Files, Lot 60 
D 647, “Ydigoras Visit.” Memoranda of President-elect Ydigoras' conversations 
with Vice President Nixon and President Eisenhower are printed herein. A 
memorandum of his conversation at lunch with Secretary Dulles is in decimal 


file 714.11/2-2458. For further information, see the Department of State 


Bulletin, March 17, 1958, page 417. 
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714,11/2-2458 


Memorandum of Conversation, by the Assistant Secretary of State for 





Inter-American Affairs (Rubottom) 


Confidential Washington, February 24, 1958. 
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t SURI CT : sit President-Elect Ydigoras Fuentes on 
' e ‘client Nixon 
f ster awn *. we . 4A 4 : 
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ee mans CA 
‘ PC m tetLlect Ydiroras of Guatemala 


te noy :.. Aubottom, Jr. 
ev Le Buc! aneay, Jr. 
assa‘or John Davis Loute (invited by Vice President Nixon at 4:3 
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r4 
iF 6] 





~ ann’ eo a2, ~4 ’ o St wn —T 2 ‘ 
yresenv wno adic not pnaerticipate in the conversation: 
- 
s 


oa . 
time of cal.) 
he wet A+ 4eeac Aw ein WV : 
Shargé D'Affaires Asensi>-Wanderlich ) 
mrcfa Peuer 


“2 
. sl ie} 
President-E)] ~ 
vez Ferrarte . dent Elect > 


7 eee 
FS 
g 
a] 
© 
ry 


| + 


“DECLASSIFIED FOR PUBLICATION IN 
FOREIGN RELATIONS OF THE UNITED STATES" 


eGo wo me. ws 
- 
— 
, 
ww 
- 
‘ 





G i-] ; 
het 9 oe” 
yok 


, wr. 
ee} Lnihaves> Gmtben: La Cite 1 = 5 


‘4 


~LB*.4: 9 2 6 eee 


BiG 2 


eee &e  « 
‘ 





— Ss 
ilies 





a 
a Radl 
1G 5k 
v’ ‘ at? iT. - Win T+. ~2 3 4 aseaen _ ww P , et {2 
I vice Presiccnt expressed S great vleasure at\being abié to receive 
~ i the United States, (recalling his happy 


, r tne Pre.’ denteRiec* in his office 1: 
AM nad icdinceahhah tun wenenedins mn da acl cheeau Gh  e > ae "" { 
/ it, wa unforretta! exp2 in visiting Guatemala in 199 f General Ydiroras \/ 
P ~ , - , a." cess ° . ; * aed Qf ! £ 4 ‘ 
sponde. with warm greeting and *xpression of pleasure at being in the 
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payed "" The Vice President inquired es to what the President-Elect considered to 
lex in Guatemala. The President responded promptly, 
‘Ormun’ na. He said thet his country, after ten years of rule by Arévalo ond 
a bec: irt by maunism wid that he was going to attack it by trying 
t r food, better housing 
hat that sounded like a 
positive, straicht"orvar’ campaign which should produce results rather thar 
impiy arcainst somethinc. The President-Elect 
& iike a young lady who has been ill with smallpox 
ved b. scars. He said that Guatem:de had many 
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Vice President Nixon visited Guatemala, February 12-15, during 


a good will tour of Central America and the Caribbean area, February 6-- 


March 5, 1955; for documentation see Foreign Relations, 1955-1957, vol. III, 





Pp. 
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: -2. 
small scars left from the Arévalo-Arbenz regime and that these would take 


time to heal. He said that Castillo Armas had succeeded in “trimaing" the 
communist inroads, but thet the problem would now have to be attacked at its 





roots. 


he last election when Church support allegecly had beer given to 


vhure t 
ian Democratic Party. Th President-Elect opined that in spite of 
D 


h,i 
the Chris 


- 
— a» & 
7. 
Church supp 
. 
122 


ort, which would have been expected to give the womeii's vote to 
r who had the support of the Christian Democratic Party, a large 
is approximately 190,000 votes had been from the women. Hie paid 





° 


Cruz-5a 
rumber of h 
mt cicular respect to the women market workers who had supported him and 

their message of creetings to the Vice President and to [irs. Nixon 


sonveye* 
whom they recalled from their visit to the market in 1954 while in Guatemala. 
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The Vice President alluded to the fine movement of solidarity against 
cormmnism effected by President-Elect Ydigores Fuentes and one of the defeated 
cundidates for President, former Ambassador Luis Cruz-Salazar. The President- 
Elect eac«nowledged the complinent and said that while they had been bitter 
enemies in the caupaign, he had "tried to shcot either over Cruz' head or 
short of his feet in order not to destroy him and his party since he recognized 
t*at he reeded their suprort". The President-Elect referred to the difficulty 

, Of having his own supporters accept the solidarity move by Cruz-Saliazar, but 
Ae Soped that this would be sccouplished. 


4 ‘ The Vice President said that : resident Eisenhower was looking forward tc 
meeting the Pres. vent-Elect at Dreakfast tomorrow morning. Ee commented that, 

since bo*h of them had military beckgrounds, they would undoubtedly find 
much ir comnon, especielly in their approach to political problems. The 
Vice President ofserved that our President had become great in office after 
an outsvenuirg «..litary >beckgroune and he felt sure that the Guatemalan 
President-Elect would have the save experience. General Ydigoras said that 
he iantenced to drop his uniform and hoped to have the Guatemalan military 
ect on.iy as defenders of the count:y, thereby removing them from politics. 
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Vire Presicent Nixor and Gene -.l Ydigoras then departed from the office 


ve 


tc the Vapitol steps where photographs were taken with the Capitol dome in 





the backrcround. 


a 





ol 


\“/, 
~ Mario Rossell y Arellano. ; 








“DECLASSIFIED FOR PUBLICATION IN 





—— a 








FOREIGN RELATIONS OF THE UNITED STATES" 





—— (064 


Eisenhower Library, Whitman File, International File 
Memorandum of Conversation, by the Assistant Secretary of State for 


Inter-American Affairs (Rubot tom) 


Confidentiel Washington, February 25, 1958. 


President Eisenhower's Breakfast for President-Elect Ydigoras 


SUBJECT: 

The President Dr. Mariano Lopez Herrarte 
PARTICIPANTS: President-Elect Ydigoras of Guatemala Assistant Secretary of State 
COPIES-TO: 








The guests gathered in one of the drawing rooms. The President entered and, 
following introductions and greetings, led the guests into the family dining room. 


Secretary Dulles invited the attention of the President to the fact that he 
(the Secretary) and President-Elect Ydigoras had both attended the Versailles 
Conference in 1919. The President during the course of the conversation recalled 


President also recalled several of his experiences vhile serving in Panama and 
later in the Philippines. 


The President-Elect took the occasion to mention several of the problems 
which he faces in assuming office in Guatemala, including that of raising the 
health standard of his people. The Secretary also engaged in conversation on 
the same subject with Dr. Mariano Lopes Herrarte, an outstanding Guatemalan 
physician who was trained in the United Siates. Attention was called to the 
very serious problem of parasites, especially hookworm, which affects most of 
the Guatemalan population, reducing the blood count of the individuals affected 

the average by 40 to 50 percent. Both the President and the Secretary asked 


cal Coope 
Saat ¢ vigorously with our assistance. Dr. Lopes acknowledged the great 
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The Secretary and Dr. Garcfa Bauer, the prospective Fureign Minister 
the new government, engaged briefly in conversation regarding the Law the Sea 
Conference scheduled in Geneva. (Mr. Rubottom had discussed the subject with 
Dr. Garcfa Bauer and the President-Elect on the previous afternoon.) / Dr. Garcia VA 
Bauer stated that Guatemala was interested in trying to cut down on Mexican en- 
croachment on Guatemalan fishing beds. The Secretary referred to fishing problems 
which we had had with Mexico. 


The President and the Secretary, as well ae the Secretary of Defense, re- 
ferred briefly to the program taking place in Washington today to inform the 
public regarding the Mutual Security Program. The Secretary indicated that he 
was speaking on this subject this morning at 9:15, and the Secretary of Defense 
added that he would be speaking later this morning. The President mentioned 
that “mutual security" was a proper term with respect to the military aid portion 
of the program, but that “economic aid", which speaks for itself, should not be 
referred to as part of “mutual security". While engaged in this subject, the 
President gave general assurances to General Ydigoras regarding the desire of 
the United States to assist Guatemala where possible. 


Dr. Garcfa Bauer told the President that they were looking forward to the 
planned visit of Dr. Milton Eisenhower and Mr. Rubottom to Guatemala later this 
year. The President acknowledged that this trip was in prospect and requested 
his brother to obtain first-hand information regarding the health program and 
what the United States might do to be of assistance to Guatemala, 


Mr. Rubottom and Ambassador Sparks engaged Secretary McElroy in discussion 
regarding the oil problem, particularly the matter of off-shore procurement of 
certain types of fuel for the Defense Department needs. Mr. Rubottom told the 
Secretary that he was going to Venezuela tomorrow to consult with the Government 
there on the oil problem. 


The Chargé d'Affaires, Dr. Julio Asensio-Wunderlich, expressed to the 
President appreciation on behalf of the Government of Guatemala for the invita- 
tion to General Ydigoras to come to the United States with his party. He also 
thanked the President for making the President's Guest House available as the 


' group's residence while here and expressed their appreciation for the cordial 





reception given them by the President at breakfast this morning. 


At the conclusion of the breakfast, the President led his guests to the 
portico of the White House where photographs were taken by assembled newsmen. 
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“™ “Mo memorandum of President Ydicoras' corversation with Assistant 
Secretary Ryu»ottom on February 2 was found in Dep rtment of State files. 
At the Secretary »f State's staff meeting on February 25, the following 
note was taken: "Mr, Snow reported on a two-hour meeting yest rday with 
the Juatemalan P esiscent-elect during which Ydigoras stressed: 1) the 
need for acditional electric power in his underdeveloped country; 2) his 
belief that Cowunists should >e allowed to return to Guatemala where 
they could be kept under surveillance; 3) his desire for naval craft to 
prevent poaching by Mexican shrimp »oats; and |;) his fear tiat Mexico 
might revive its territorial claim against %ritish Fonduras, Mr. Snow 
said that $10 million in -rant aid for Guatemala from FY 56 is still in 
the pipeline, that an a ditional *1. million is now being programmed, and 
that Y ivoras seemed satisfied with thf Level of assistance." (Secretary's 
Staff Meetings, Lot 62 D 75, SM N-613, February 25, 195°) In his descrip- 
tion of the meeting with Runottom, Yaicoras wrote that he raised certain 
su»jects but got no positive response. The subjects included the possibi- 
lity of U.S. import quotas for coffee; a request for Juatermalan purchase 
of two fricates; esta>lishment of a Central American defense organization 


with U.S. membership to defend the Caribbean; and a sugpestion for /.5. 
€ se ¢ aut Aa 4 / ‘FP 
» oem 44 cm, fa ‘ 


— 


‘i. | 

support of tre Guatemalan claim to %lize, (Ydigoras, My War with Communi sh, 
— a e homered 

pp. 61-63, A memorandum handed to Assistant Secretary Rubottom by President- 


y Ath 
elect Ydizoras or February 24 is im OAP Miles, lot 60 D 647, "British Yon- 


duras (Belize),” 
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INR-NIE Files 


National Intel ligence Estimate, 


Secret Washington, April 29, 1958. 


NIE 82-55 


* 
THE OUTLOOK FOR GUATEMALA} 


THE PROBLEM 





To estimate the outlook in Guatemala over the next few years, with special ref- 
erence to political trends and to Communist prospects. 


CONCLUSIONS 


1. President Miguel Ydigoras Fuentes, 
inaugurated on 2 March 1958, is author- 
itarian in background and outlook, but 
will probably endeavor to maintain a 
middle-of-the-road course. He now lacks 
assured support in Congress. We are un- 
able to estimate whether he can develop 
effective congressional and popular sup- 
port for his moderate program before the 
1959 congressional elections. (Paras. 12, 
14,19, 30) 


2. The moderate National Democratic 
Movement (MDN) will probably dissolve 
as an effective political force. The left- 
ist Revolutionary Party (PR) is likely to 
become the principal party in opposition 
to the Ydigoras regime. (Paras. 15, 16, 
30) 


3. Under the leadership of men who were 
prominent in the Arévalo administration, 
the PR exerts a strong attraction as 
the clearest spokesman for the political, 
social, and economic objectives of the 


—_ - 7 
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Guatemalan Revolution of 1944. It re- 
pudiates association with communism, 
but has taken no steps to check Commu- 
nist penetration of its lower echelons. 
(Paras. 16, 31) 


4. The clandestine Communist Party 
(PGT), recently more active, is not for- 
midable in numbers. It is endeavoring to 
exert influence through penetration of 
the PR and the labor unions. Although 
the Communists will probably meet with 
some success in these efforts, they are not 
likely to gain control of these groups 
within the next few years. (Paras. 17, 31) 


5. Should Ydigoras fail to muster suffi- 
cient party and popular support to cope 
with growing leftist opposition in Con- 
gress and in the country, he will probably 
resort increasingly to more authoritarian 
methods. He would probably do so re- 
luctantly and with no greater repressive 
force than he judged the circumstances 
to require, but he is a strong man deter- 
mined to rule and he would resort to out- 


supersedes NIE &2.55.. “Probable 
in Guatemels,” 26 JulyyOS5.and right dictatorship before he would permit 
red dn “y soul wr cor __—political control to pass from his hands 
Guatemala. The more repressive his regime becomes, 
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however, the more popular disaffection 
will grow. (Para. 32) 


6. Ydigoras’ tenure of power will ulti- 
mately depend on the continued support 
of the armed forces, which he will make 
every effort to ensure. The armed forces 
would act to displace him only if popular 
opposition had reached such a pitch that 
serious civil disorder was clearly impend- 
ing. (Paras. 20, 22, 33) 


7. The economic situation will probably 
remein favorable during 1958. In the 
event of a further decline in coffee prices, 
or of a substantial decline in foreign aid 
after 1958, maintenance of the present 
high rate of public investment would con- 
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front the government with a growing 
budgetary deficit and an acute foreign 
exchange problem. (Paras. 25, 26) 


8. Good relations with the United States 
will continue to be the cardinal clement 
in Ydigoras foreign policy, if only be- 
cause of the importance of continued US 
assistance to the success of his admin- 
istration. While adopting a more inde- 
pendent attitude toward the US than did 
Castillo, Ydigoras will probably cooperate 
on rmost international issues. However, 
his agitation of the Guatemalan claim to 
British Honduras could be carried to a 
point which would be contrary to US 
policy interests in the area. (Paras. 


23, 27, 29) 


DISCUSSION 
Recent Background’ presidential election for October. Two parties 
emerged to contest this election with the 
. Serre >, els “set ‘ 4 
9. The govern nt of President Castillo MDN. One of these was Redencién, the re- 
Q* Q47 : ‘ ‘ , - he 
Armas (1954 195%) a1 ted the trend ts ward activated jp nal }? jtical vehicle of General 


termala and drove 


Communist control of Gua 
the remnant of the Guatemalan Communist 
Party (PGT) into exile or underground. In 
general, Castillo pursued a middie of-the-road 
policy, subscribing to the doctrines of the 
Revolution of 1044, but tantially moder- 
iting the application of the labor and 
acrarian reforms of Arévalo and Arbenz. Re 
lying primarily on the support of the armed 
forces, Castillo firmly controlied the political 
life of the country. Through control of the 
elect al pr s, he created a dominant pro 
vernment party, the National Demo ratic 


b * 
Movernent (MDN) 


ition of Castillo, in July 1957, 


Miguel Ydigoras Fuentes. The general, hav- 
ing run for the presidency against Arbenz in 
1950, had considered himself the proper al- 
ternative to Arbenz and had resented Castillo 
as an interloper. Another was the newly 
formed Revolutionary Partly (PR), composed 
of labor, agrarian, and intellectual clements 
which had regarded the Castillo regime as re- 
actionary.4 The MDN interim government ex- 
cluded the PR from presenting a candidate, 
on the ground that it was munistic, 
whereupon the PR threw its support to Ydi- 
goras. When the government declared the 
MDN candidate to have been clected, Ydi- 
goras charged fraud and, with PR and Com 


tor 
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10. The: 
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lish its influence at the grass roots. Although 
many Guatemalans are now more aware of 
the Communist danger than previously, there 
is still widespread apathy with regard to com- 
munism. While there has been some reaction 
against excesses practiced in the name of 
anti-communism, there has been no marked 
increase in sympathy for Communists. The 
PGT’s present capabilities are limited. Its 
most prominent Icaders are still in exile. 
There are no known Communists or sympa- 
thizers among the Icaders of legal political 
parties or in influential positions in the ad- 
ministration or the armed forces. The party's 
efforts will be directed primarily teward fur- 
ther infiltration of the PR and toward regain- 
ing its former control of organized labor. The 
Communists are not likely to achieve control 
of the PR within the period of this estimate, 
but may gain control of some of that party’s 
more extreme elements, particularly if many 
more of the pro-Arbenz exiles are permitted to 
return to Guatemala. They have a better 
prospect in the field of organized labor, be- 
cause of their experienced labor leaders and 
organizers, and because of latent rank-and-file 
support in unions which they formerly led, 
but are not likely to regain their former con- 
trol of the labor movement. 


18. The PR will offer stiff competition to the 
Communists in the labor field. The party is 
now making a determined bid to win over key 
unions such as those of the railroad workers 
and United Fruit Company employees. In this 
situation, the labor policy followed by Ydi- 
goras will have an important bearing on the 
future strength and character of the leftist 
opposition and consequently on the stability 
of his regime. He will be confronted by wage 
demands, particularly from unorganized 
workers, who have so far gained little from 
the increase in economic activity. Ydigoras 
cannot meet the demands of the unorganized 
workers without adversely affecting the in- 
terests of his principal supporters. In gen- 
eral, labor is pessimistic regarding its pros- 
pects under his government. 

19. In the face of rising leftist opposition, 
Ydigoras will probably try to pursue a middie 
course calculated to limit the political appeal 
of the left, even at the risk of alienating some 
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of his rightist support. Despite his authori- 
tarian background, he would probably be re- 
luctant to resort to unusually repressive 
measures. 


20. Ydigoras tenure of power depends ulti- 
mately on the continued support of the armed 
forces, which he will make every effort to en- 
sure. The principal ground force command- 
ers favored his election. Although the com- 
mander of the air force favored the MDN can- 
didate, he is a strong proponent of constitu- 
tional order. Ydigoras’ character as a pro- 
fessional soldier and his strong personality 
will facilitate his retaining the backing of the 
military. 


The Armed Forces 


21. Guatemala has a 9,000-man army with an 
integral air force consisting of about 200 men 
(33 of them pilots) and 39 aircraft (ten of 
them F--51 fighters obtained from the US). 
Under a 1955 bilateral military assistance 
agrecment, the US has undertaken to provide 
grant aid in the amount of $500,000 for the 
equipment and training of one infantry bat- 
talion. Most of this equipmert has been de- 
livered. The air force has a'so received some 
reimbursable military aid from the US. 


22. The essential function of the Guatemalan 
armed forces is to protect the incumbent re- 
gime against internal or external revolution- 
ary action. It has no other capabilitics of 
consequence. Although constitutionally pro- 
hibited from engaging in political activities, 
the military are nevertheless a political factor 
of decisive importance in that, in critical cir- 
cumstances, the continuance or withdrawal of 
their support can determine whether an in- 
cumbent government will stand or fall. 
Aware of this, every government secks to en- 
sure the continued support of the armed 
forces by the appointment of reliable officers 
to positions of command and by favorable 
treatment in terms of pay and perquisites. 
Normally the armed forces will support the 
incumbent government, up to a certain point. 
That point is reached if and when popular 
antagonism toward the government reaches 
such a pitch that sciious disorder is clearly 
impending. In such circumstances, the armed 
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forces’ responsibility for the maintenance of 
order is conceived to be overriding, and the 
proper mcans of preserving order is conceived 
to be a change of government. The armed 
forces thus cease to be the defense of the 
regime and become the active agent in its 
overthrow. In such a case, in conformity to 
longstanding tradition, the obligation of the 
military to the outgoing president is reduced 
to responsibility for assuring his personal 
safety. A military junta customarily assumes 
power, but with the purpose and obligation of 
establishing a new constitutional government 
at the earliest practicable date. 


23. Going beyond the usual measures for en- 
suring the support of the military, Ydigoras 
has appealed to their professional pride and 
patriotism by declaring that Guatemala will 
recover British Honduras, “if not by reason, 
then by force,” and by proposing to organize 
parachute and ranger units for that purpose. 
These utterances are not so much a threat to 
the United Kingdom as assurances to the 
military that the government will take seri- 
ously the development of the professional 
competence of the armed forces and will de- 
vote resources to that end. 


The Economic Situation and Trend 


24. Guatemala’s economic growth was stimu- 
lated during the Castillo regime by the en- 
couragement of private investment as well as 
by large-scale foreign grants, loans, and tech- 
nical assistance, and by the use of government 
funds. Guatemalan citizens increased their 
domestic investments sharply during the peri- 
od, reversing the heavy flight of capital which 
had occurred during the Arbenz regime. New 
foreign private investinent also increased, 
amounting to $12,000,000 in 1957 alonéX\ 
US grant aid of almost $21,000,000 in 1957 
brought the total of such aid since 1954 to 
$41,000,000, about 60 percent of which has 
gone into highway construction. In addition, 
Total US private investment amounted to $170,- 
000,000 at the end of 1957, most of it in three 
enterprises: The United Fruit Company planta- 
tions, the International Railways of Central 
America, and Empresa Electrica (a subsidiary of 
American and Foreign Power). [Foot ft a 
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the IBRD disbursed more than $11,000,000 of 
an $18,000,000 loan for highway construction 
during 1956-57. Simultaneously the Gua- 
temalan government increased its budget for 
capital improvements, spending $40,000,000 of 
its own resources in 1957. These stimuli co- 
incided with bumper coffee and corn crops to 
raise Guatemalan GNP to about $130 per 
capita in 1957 prices. During the expansion- 
ary period Guatemala maintained a sound 
currency, avoided undue inflation, and almost 
doubled its foreign exchange holdings. 


25. The favorable economic situation will 
probably continue during 1958. The Ydigoras 
administration will be greatly assisted by con- 
tinuing US grant aid, expected to reach $16,- 
000,000 in 1958, and a further IBRD loan in- 
stallment of about $6,000,000. Local busi- 
ness confidence, which was shaken by the po- 
litical turmoil following the assassination of 
Castillo and by declining coffee prices, has 
been appreciably restored by the inauguration 
of Ydigoras and a steadying in the coffee mar- 
ket. With the new administration, forcign 
investinent is expected to resume its impor- 
tance as a force for expansion. At present 
the country has high foreign exchange re- 
serves and the government enjoys good do- 
mestic credit. These favorable factors can 
mitigate the effect of lowered coffee receipts; 
but coffee remains of critical importance to 
the economy, accounting for about 75 per- 
cent of exports and over a fifth of govern- 
ment revenues. Moreover, it contributes to 
the prosperity of the urban business com- 
munity from which Ydigoras draws signifi- 
cant strength. 


26. Over the longer term, the prospect is prob- 
lematical. The present population (3,500,- 
000), which is growing at a rate of about three 
percent a year, is largely engaged in subsist- 
ence agriculture. It may rapidly shift to ur- 
ban employment if jobs become available. To 
keep pace with population growth and to sus- 
tain the present level of economic activity, 
the government must continue to promote 
economic expansion. Careful planning will 
be required to prevent urban development 
from becoming a burden on the agricultural 
sector, as it has elsewhere in Latin America. 
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In the event of a further decline in coffee 
prices, or of a substantial decline in foreign 
aid after 1958, maintenance of the present 
high rate of public investment would con- 
front the government with a growing budg- 
etary deficit and an acute foreign exchange 
problem. The one development which might 
relieve this situation wovld be the discovery 
of oil in commercially exploitable quantities 
in northern Guatemala (Petén). Major US 
companies are now engaged in intensive ex- 
ploration of the area. 


External Relations 


27. Good relations with the US will continue 
to be the cardinal element in Ydigoras’ for- 
eign policy, if only because of the importance 
of continued US assistance to the success of 
his administration. The president will seek 
advice and assistance from the US, possibly 
including increased military aid, but will do 
his utmost to avoid being charged with sub- 
servience. While adopting a more independ- 
ent attitude toward the US than did Castillo, 
Ydigoras will probably cooperate on most in- 
ternational issues. There is little chance 
that diplomatic relations will be established 
with the Soviet Bloc, or that currently negligi- 
ble economic tics with the Bloc will be ex- 
panded. 

28. Ydigoras will endeavor to develop closer 
relations between Guatemala and its neigh- 
bors, and to enhance Guatemala’s prestige 
through more active participation in the 
Organization of Central American States 
(ODECA), the Organization of American 
States, and the United Nations. In the cur- 
rent climate of Central American politics, 
the trend toward improved relations begun 
under Castillo is likely to continue. 


29. For domestic political reasons, Ydigoras is 
likely to intensify Guatemala’s demands for 
recognition of its claim to British Honduras. 
The discovery of oil in northern Guatemala 
would give additional impetus to this cam- 
paign, since the natural outlet for oi] exports 
would be through the port of Belize. Ydigoras 
could count on considerable Latin American 
‘vmpathy and support on this issue, but it 
would embroil him with Mexico, which also 
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has a contingent claim to part of the territory, 
as well as with the United Kingdom. He is 
not likely to press the issue to the point of 
precipitating a crisis, but he might impulsive- 
ly take some provocative action which would 
be contrary to US policy interests in the area. 


The Outlook for Political Stability 


30. The stability of the Ydigoras regime is not 
likely to be seriously threatencd during 1958. 
It remains uncertain whether, before the 1959 
congressional elections, he will be able to de- 
velop effective congressional and popular sup- 
port for his moderate program. By that time 
a strong and vociferous political opposition 
centered in the PR will probably have devel- 
oped. 

31. The leaders of the PR, if permitted to de- 
velop an effective party organization, will 
probably take steps to minimize, and if pos- 
sible climinate, Communist influence. The 
degree to which they will succeed in this ef- 
fort is uncertain. The Communists will al- 
most certainly not have gained control of the 
PR prior to the next congressional election, 
although its opponcnts will accuse it of Com- 
munist tendencies in any case. 


32. Should Ydigoras fail to muster sufficient 
party and popular support to cope with grow- 
ing leftist opposition in Congress and in the 
country, he will probably resort increasingly 
to more authoritarian methods. He would 
probably do so reluctantly and with no greater 
repressive force than he judged the circum- 
stances to require, but he is a strong man 
determined to rule and he would resort to out- 
right dictatorship before he would permit po- 
litical control to pass from his hands. The 
more repressive his regime becomes, however, 
the more popular disaffection will grow. 


33. The armed forces will almost certainly 
support the Ydigoras government in whatever 
measures it finds necessary to maintain sta- 
bility and order. They would turn against 
him only if popular resistance had reached 
such intensity that serious civil disorder was 
clearly impending. In that case, they would 
probably see him safely out of the country 
and set up a military junta to supervise a re- 
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turn to constitutional government. In the of the presidential designate and the holding 
event of Ydigoras’ death, the army would of new elections within the const tutionally ’ 


probably support the interim administration prescribed four-month 4s . "YY 








A map, which accompanied the source text, is not printed. 
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714.00/6-558 
Telegram from the Secretary of State to the Embassy in Guatemala, / 
Secret Niact Washington, June 5, 1958--6:22 p.m. 
618. 
& 
\ ” 


} s 


: ! + 
uatesalan Ambassotorjinformed DEPT today GOG had IMFO from two good — 





} 
' 
Z| 


f 


| in ‘exico and Belize tat Guatemalan exiles from Nexico were planning invasion o/ 
| Guatemala through British Honduras, Said exiles planned land at Punta Gorda, 


British Honduras, and from there would attempt enter Peten through Fallabon ang 
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| possibly move also against Puertc Barrios. 
| 

Ambassador said thot because of these reports GOG was considering moving 
troons to Puerto Barrios and Fallabon areas as precautionary measure, and th 


he hoped DEPT would understand reasons for troop movements when made, He inferre- 





er 
| landings of exiles would be made with connivance of British authorities. ee 
4. | @iscounts possibility Pritish connivance, 
 -- DEPT has no mepggtemme INFD to confirm Guatemalan reports and considers this 


official démarche by Guatemalan Anbassador to be further indication Ydigoras in- 


¥ tends continue policy of arousin; nationalism of Guatemalan people and exacerbat- 
ing relations with UK by deliberately creating situations conducive to incidents 
ese 


Le ever Belize, DEPT deeply concerned this policy of Ydigoras may lead to eventual 





e/ |_ Clash with British,and believes Ydigoras being strongly influenced by Gaggia 
P he oe 
~Granados., e ~~ 2 . ,_<= 


~ 
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Drafted by King and by Ru bottom. 


¢ s / 
“# Col. Carlos S. Antillon Hernandez. 
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Ss ¢ 
Jorge Garcia Granados, adviser to President Ydisoras. 
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aa. Unless you perceive objection, you are instracted to seek immediste interview , 
> with President, inform him of Guatemalan Ambassador's action here and state that 
1) US so far has no information to confirm that Sritish are abetting reported 
passage of exiles through British Honduras and while matter not discussed with 
. British believe they would cooperate prevent any such attempt by exiles, 


2) movement of troops to British border might well be comsidered provocation by 





then, 

3) US is deeply concerned at possible threat to peace of area if pre~ence of troops 
on border should provoke incident, 

4) Even if in unlikely event exiles should be able invade Guatemala at any point, 
GAS and UN offer effective machinery for handling this kind probleiy 

5) US takes such a serious view of this problem that you are being ordered w 
Washington for consultation concerning this among other problems. 


Ambassador should submit his report soonest toyether with his comments and 


evaluation, including any INFO re troop movoments. Mexico and Belize informed. <— Y, 
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\/by tel, 2967 to Mexico City, June 5, repeated to Belize and 
London. (714.00/6-559) 
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714,00/6-658 


Telegram from the Ambassador in Guatemala (Mallory) to the Department 


of State 
Secret Niact Guatemala City, June 6, 1958--8 p.m. 
547. Department pass sry i - - 


' ne J 

Safter reviewing points Department telegram 618, from written 4 

tug motes, President Ydigoras had me hanging on reins while he 

"PX galloped all over ficld for one hour twenty minutes before I 
could get him to the fence. 
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Specifically re possible troop movements border British Honduras, 
President said Colonel Santiago Munoz, Military Attaché in Mexico, 
had come to report that an exile movement had been preparing 
storage of arms on Scuthern Mexican border. Plan withdrawn ac- 
cordirg Ydigoras because of his invitation to Ruiz Cortines,to — \/ 
meet him on border for highway opening and resultant subsequent 
realization of good relations between chiefs of state. However, 
1 high-ranking officer of the Mexican Army has been working with 
exiles along northern border of Petén abutting Yucatan and in 
territory of Quintana Roo. When this appeared frustrated, ap- 
parently due to Intelligence ectivities, it was indicated that 
the exiles might attemot something through Belize. 


igoras then went into exposition of forty minutes about his 

lations Belize starting 25 years ago and coming up to present : 

ificant statement that Belize activities fostered } 

Governor,against Guatemala were for purpose of countering 

atemalan propagande. Implication was that Governor Belize (gic) 

lcomed exile activity against Ydigoras. President daid it 

ld not matter if an exile attack were made on Guattmala from 

lize or if they were able t> get in Guatemala and tHen®attack 

3 Belize. thereby involving him and putting fat in firé. He had 
agqcordingly told Colonel Antillon to mention subject sh- 

‘ygton. If the above does not seem make much sense, Q agree. 


At~end_of 
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2 
\/ Adolfo Ruiz Cortines, President of Mexico. 


\y Sir Colin Hardwick Thornley, Governor and Commander in 


Chiet ot British Honduras. 


FOREIGN RELATIONS OF THE UNITED STATES" 











SRT 
~2- 547, june 6, 8 p.'t. 


At end of Long 


SiGe COR CemRIR Clty 
conference 
detail, — fins: 


where maps were reviewed in 
ily pinned the President down repeating 
8° Washington and wh 


ang i expecte 
at snould TI tell Stace Departmert abourc 
movement of troops, 


Re said he would not send troops unless 


He promised that there would be 
Lirst } 


he were nenace i, 
moved without -eCCing we krow. (Army Attaché fin Gis- 7 
creet inquiry, including visits to troop units today unable 

Lind any evidence cf preparations for Croops mwicmeuts), I 
thanked him and said this was fine and | hardly thoughe it 
would be necessary; tnat speaking without instru 

he could be assur 


ction, I felt 
-d that were there any indication 
atcack from Belize the US c¢ 


ould influence Her Majcs 
Government tv eontain ic, 





nyo Croops ‘ 





ue. 


vf possible 
ty's 
Coament: Gn the Several 
ject of Belize has been 
longest and most 
long Standirg, 
and he nw is b 
ment giver ar ¢ 


9°casions on which thus general sub. 
disserted upon by Ydigoras, 
d-tailed and revealed deep resentirents of 
Such Lesentrents have in no Wiy beor 
-tomally hoth angered at Govern 


this was 


~ s* a 
“es & © Mute ~ 


Ox Iur treate 
7. his visic tc Benque Viejo and by English 
Action Sending Cashi-ra borbers on visit Pr ies [720 
incidentally, . bad ¢ 


e+. TR2@ret. 
iy m this 


‘CSS ‘ne aii 


> c06rrect hin rather direct 
when he felr t 


Flcfustt in response to British oa 
Subjecc virtutlly accused Guatemala of bad intentions, 


i had hoped frasidenets xa 
trip to Washingt». Sue 4 
'. n 


‘ Ly today would Clively “ie ‘SaGity for 
” view Department ‘ « 
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matfecs and Presia.-.- 


§ mention other 

; Se4awing concern with Belisr ‘uestion 
feel it may br. dusirable consult and wij! proceed u- less 
Tecélve telepb or. 4iL to coutves 


=-¥Y Comorrow B°SNANen Jugs 7. 





MALLORY 
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\/Col. John T. Berry. 
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ARA Special Assistant's Files, Lot 60 D 513, “Eisenhower, Milton: 
Guatemala, 1958" ac 
Summary of Discussions in Guatemala during ®r. Eisenhower's Visit, 


July 30 to August 1, 1958, 


Confidential Undated. 


In Guatemala Dr. “isenhower hed discissions wth the Presicent, tre Ca’ inet, 
wvernoont officials, tankers, iecders o! comeerce aad incustry, labo leaders, 
wozen oi the oarket, etc. 


Presiden. \cigorat expressed sie cra .ituce for tie extent of atsir tence 


* which the United states hed rendered to Gualemaia wince its liberation free => 
* Comcoanist doainstion, He spoke of a sum of $70 million that had teen ziven, but 
+ said that in view of the difficult situation which Lad been inherited fros tle P> 
’. Communiet-dominaved regize things were not yet satisfeetery. Tere rere tortious 


shorteaves in housing, welfare anc educ*tion. fe honed that the US aii woul. 
contique at present ievels. The President brought us the subd‘ect of coffee ard 
the de. risental effects on the Custesalar cconozy of present .o% prices. He 
"Leo explaine’ that the “ustemalens Dal difficulty in estatlisuin,: torrets an 
Vermany becavse of a still unresulved dig ite with 4sormany concernin, Jersan 
coffee plantations nationalized as enemy alien property during Yorlé Lar I. 
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-_, 
F. He mentioned that when Le hed been in Wachington .: february 1956 he hed spoken ~ 
®. ebout possible esteblishaent of quotas for the coflre-produc 1: netions, ara it Sf: 
was With sone satisfaction that he saw the “offee Study Group leminy in this = 
4 directions, 


* 


Tin President then Jiscusted “ne Souuniet gi: stion in Ccatece]. aw said 
he was rcluctant to "Sc .eeze” the. @°y Nuather as a8 Work: saly Ur.ve tues 
weererund Suc .4k@ bieh M98 CON COlse «(Le Pres .ceat eal Jat Aucsomahy, the 
Liberation of 195 the wrikiageclass Comwnists na: Leen lef. lealerless by tue - 
flight of their leaders ané no new ones hed appesre. Me spoke of ¢ivasions . 
within t>e Railroad Sorkers' Union (SMF) indicatin. « weakeaing of tne Cocmmctst ’ 
pusition. He said thet ne feared Communi + infiltre tion in intellecwal circles -- 
far more, perticilarly esa0ng the Jniversity students “ho were resents of — 


crenped olé-[fsshionsd o..rters in toe Unversity. © equipcest in tue lsdv.de a 
tories was olcd. if Something could be cue to prov.de Gore Soderh eqipseat, " 
to gO ahead sits construction of the ‘niversity city, and to provide adequate , 
' geholerships on @ repayent besis over 20 years, this woulé “o « crest oeak — 
towards steuzuig We 3° ad OF Corrsunien .1 Umiveretty cirtlr.. President 
4 T igores dise.seec tie j.cation of tc cl cehips e+ sove .eag hand inviceved he 
would like to Leave an or anited pro_rea wita 4 fivyec mower aveilable each , «ar. 
He epoke several tices of the cerire uot to have toese #6 cherity, efach would Te 
ee.se resenternt, tut to put them on 6 peving besis, requiring tne benelicitry ,. 
to repey the ancunt of the schol. rship over 20 years. ¥ 
The Presi:'ent caid he wmle like to ec tablish gystes of cooperucion *ith 
tle governments of the over repuciics of ~enticl / crica in keeping track of 
" » @md eontrolling the movesents of Communists. He war setting ap an a.ency in ry 
* Quetemale for this purpose end then intenced to seex mgionsl coopersti am. le ee: 
' @ould net dnclode Mexico as he did not trust that coumtry. 
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The source text is an unsigned carbon copy. Between July 12 
and August 1, President Milton S. Eisenhower of Johns Hopkins University 
’ 


made a three-week factfinding trip, as Personal Representative of the 


President, to Panama, Honduras, Costa Rica, Nicaragua, El Salvador, and 
’ , , . . 


JT. 
Guatemala. He was accompanied by Roy R. Rubottom, Assistant Secretary 


of State for Inter-American Affairs; Tom B. Coughran, Assistant Secretary 

of the Treasury, Dempster Mcintosh, Manager, Development Loan Fund; and 
Samuel C. Waugh, President, Export-Import Bank. For further documentation 
on the trip, see pp. .Detailed reports, énetuding memoranda of conversations 
held by him and members of his group, eoneesning his-wisit to Guatemala 


were enclosed with despatch 85 from Guatemala City, August 15, 1958; 


120.1520/8-1858. 


For documentation on U.S. participation in the Coffee Study 
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The Presicens then exoressec (ie capr:. for we ides of preavr Ceutral 
teorican unity. He felt tha: tuis ov. Li ter. be oc! . wed first ia the ecoaasic 


field, tut felt that local v ctes interests «oi mtionalions caght cvke politi- 
“\ @al enity something weich only cur coilcren or granécailcren wight sec. 
a Pal +" ’ - > 


de Bt the Rotary luncheon expressions of cratitude were fortheoming for the 
US ehere in raking ooscible the new rocetioral schorl which will be devoted te 
the developwent of special skills a:ong Castezalan rorkers. 


At a meeting with revresentatives of o.riculture tery stressed te i=zport- 
ence of coffee in the Ouatesala: econogy, -scinting o1t that Uis -rovided tires 
| Qearters of the value of ail Gusiecalan exports. A pre t coal was talc etout 
“She fect thet lower coffee prices might regult in @ drop in fare wages an¢ stin- 
\* ulate « recrudescence of Gommuniom. The agricultaral representatives indicated 
\ that they ere approeching & position of agreeing to the principle of withheld 
ing 8 portion of pre@uction providing othr coffee; rocucin, cauntries would 
a@cree to do likewise. Toy felt thet such om ides soul. only be effective if 
Africen -roducers @leo syreed to coooerst~. They expreesed tcer the’ /frican 
coffee growers becruse of lower labor costs sight take over 4 part of the trae 
Gitionsl Guatecales carket in the US. The reores.tetives of a ric.ltere also 
expressed Screcnent with the propras of tia Government aiccd «. civersification 
of agriculture in order to be self-sufficient in fo.d. They were thinking ‘no 
teres cf & loan of uneteted size to help out dm this process of diversification 
to other crops such as rulber end cocoa. 


ae 


ustry and cos-erer, the Gaave~ 
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In the meotiag with Lue representatives of is 
aalane pointed up ce lack of incentive for Inustril cevelupenmt «cer existing 
ie, ish. (son anl 6 shor*’,@ witiia ter country of luijeterm eredit. [5 rae indie 
cated to L@ G.ct calans thst it ws domed that on official of the “sorte! port 


Bank would be sile te wirit the coun.ries of tho region @t Least ont. 4 yrare, 
dgein the matter of the price of coifes wes Drought up, and it was 1 ticeted 
thet teo years ayo it seld for 70 cente a pound, whereas mow it was ovlling for 
& 16 cents @ pound. Some thought sas expreseed that the US a1 )ht be discourecing 
of] prospecting ia Castemala, and it was sade quite plein i. te Dawsaltaa 
that there was oo such ©! policy. 
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At @ teeiiiy with Use President eac meabers of the co *.c0et @ foreal sro res 
for continuing the social amd econmie developrent of Jset> ale was presen 
The Preswient referrec to ‘he ousvery telle witeh #9 Cirect id prolecte ouge 
yested for financing by Cur. ently evailelir Sal wneiiocated Ifa funda. ini: 
table liste 2655,000 for agricalwral prolectea; °L.5 alilion for edu sationa, 
prograns; 71,559,900 for public neelth pro raw; “1,609,000 for high+ay pro 

s is cekese 6 total of 28,105,000. Mnalloc ted ICAh funds tetel some 
<9 million, fe Sustenelans ere seeking to obtain toe 15.4 million without being 
required to cout up the aatching funie for which thre is mo provisicn in to 1959 
budget. Nefervnce was then mede to Watemala’. 1. getors credit noets which ® ere 
indicated Ga asount:ag to $95.7 aillioa which wouls be diviced »9 fullowss 

; cultural development 09 aillion; hocsing, $15 stilliong electrisicetion, 
a million; Richwaye, $11.7 million; hospitals 94 millions industrial develop- 
ment loans, €l?eilliony Qustesale City water supply (18 miliion; develozamnt 
of province of Petes, millich. 
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Inter-Azerican ‘lighway 





The Inter-American highway was discussed, and i¢ was incicated thst the 
‘. total cost of the highway would be $0 million of which the US is contributing © 
oe >* $2h widion and Quatemale $16 xillion. The Minister uisde a-plee for the inclu- ~ : 
30s! eden bt eaddtonence Goste in Orde tw be eligible for Dareen of Public Roads 
financing. In view of BPR's policy of not finsncin, the pavi., until the entire 
highway was opened, it was difficult for Cuatemala to protect that part of the 
road already constructed. In view of the 2 i's choice of route the hichwey will 
be subject to unusual maintenance. With regard to tiw area of spacicl ciffie 
culty on the highway, known ao the Tapon, it was es‘inated thet enother $2 sil- 
“Liem would be needed before it could be completed and opened to traffic. "ihe _ 
“dmpertance of this highway was pointed out to the Qustenalens in thet it caild gi Bic. 
ee @ great influx of American tourists v."h consequent economic benefit to Ag 
Gnatemals, The President of the Rank of Guatemala commented that Giatemale ~~ 
would need assistance over the next three or four ,«ars. Thereafter activities 
and procraus would ease the balence of payaents provlen. 








. 
2 


At a meeting with menbers of Conzress the clain was made that the Srigley 

Company discriminates agsinst Ouatemalan chicle, paying a substantially higher 

» price for Mexican chicle in spite of ee fast that. the Cuatewalan Froene is 2 oe 
x (Of etter ality, +” . ns “ ‘ fee - ’ Bid - 

' " Yeahers of the Railway ndion scohddinet of the practices of the Internma- “~ °. 

tional Kailways of Central Awricsa., they pointed out that the prevailing were 

of 21.50 for an eight-hour day is insufficient to provide a decent living. 

They hoped thet the United Staves cold bring vressuie on the T7TA to roach a 

settlemens of the current dispute as tis would “ave o grent inportace om ti : 

Cevelopaent of attitudes in Guatemala iowards the US... — \ 


f\ 


* Quatemalan students spoke of the need to "return". Belize to Gustemla cr ns 
i 
x 
ae 
- 





>" 


“at Least grant its independence, They also mentioned the fact that the Univer - 
‘ sity had been trying to seek a 315 million loan in the US to complete the Unie 
versity City. Tnen the students spoke also of the need to develop the province 
: of Fl leten. 
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k The uarket woven who called on Pr, Tisenhower spoke of the difficult coa- 
' @ittons of the poor of Gurtecala and the need to nate sore that US assistance 
filtered dowmm to tlw poor and tic aorking class, 


A delegation of the Central Awericen Unionist arty calied in an attenpt 
to obtain a US declaration that it looks with favor on the re-establishuent of 
a Central American federation. > 


At @ press conference, Dr. Lisenhower was asked to con ent aLout a pro- 
Commnist student communiqué which mentioned alleged JS tutelsce of Sustemala, 
. He replied that he regretted the fact that technicrl assistance, ygrent aid and 





.; » loans might be interpreted by sone a8 constitutin, ee The US never on 
; aspired to nor had tutelaye over ay'people, . : “as > 
4 
, . 
A 
, sas Guatemalans attributed the railroad's policies to the United 


States because U.S. nationals owned and headed the company. An agreement, 
based on Guatemalan court decisions, ended the dispute effective Marc! t, 


1959, in favor of the company's position. In despatch 487 of March 11, 


the Embassy pointed out that grievances persisted and “the men willing to 


P exploit them are prepared to do so when the time seems ripe." (814.062/3-1159). 
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Eni tely "the sae levels. < The etnty presented in Quatecsla . 
‘@ppeared tobe well coordinated ant integrated aad concisely presented. The 


Guateualans felt tat che period of Coumnist—cacinated cule extisles then 
Ae 0 renee Fer siete ~ hey freaky express their hope for: a continus;ios of 


Rey a 
a es. Ke 


progran was rresented as a whole at a ~eetin« with the Cabinet rather than in 


a series of seperate requests. It was evice + that in Guatemala as in some 
other Central American countries, there war considerable confusion as to the 


perpose and policies of the various lencin organisations in the US as well as 
@ lack of understanding of th- potentiel of private investzent. No ~ention was 


“wade of attracting howe large ancunts of Custesalan private capital hela abroad. -. 


ACA Ye" perhipe pore mention was wede of the possible beasfits of touries in 
7 Quatenale ‘then in other Central jzerivan cpantrios, nevortheless'4t did not 


(s}appemr that the full potentiel thet. mizht be derived from thie industry was - 


gt « 
Aes 


- - 
~ 


realised. Considershly more seemed to have been dore in Guatezsla then in the 


ot> r countries of the erra torvaros eveluati > vro-erly the votentials of 
Guitenale in all Melds. ihe effects of toe Elein=-Soks mission in th. field 
of edvisin.« the Joygrmment on ~ublic ecministration was evicente, 


ee 


‘tious (no grant’ sid it being requested for Guatemala in the Mitual Secwity 

““Aporonprietion Pill for FY 1959)... It. has the largest population cf any count 
in the erea, and ite potentialities are creat (land, timber, possibly petrol 
agriculture, light induetry, some minerals, etc.). This appesrs to hevo nad 
the cise of the recuests for assistance cconsiceratly greater than clecwhere 
encountered Curing the 715810N. 


. plecing their soney in OSuaterala, although *he country's official policy is 
e private investment, both forvign and donestic. 


ee 





a 


5 


file 814,00/2-858, 


The Government of Ountenala hes very anbitivus plans for the development . 
Of the ooustry, and evicently feels that. large-scale 0S assistance will com | , ye 


a) 
ry ) _- 


cua, 
3 


: Pecanse of Quatenala'e past asrociation with Couwmunoastetype policies, and 
the Sovernaent's tendency to. try to regulate non~sgrimliural enterprives. zore 
and nore, dome many possible srivate investors say have been discoureced from 


te 


/ A report by the consulting firm of Klein and Saks is in 


. 
ri 

e~ 
~~ 

J 
> a 
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714.5-MSP/P-1158 


Despatch from the Ambassador in Guatemala (Mallory) to the Department of State 


[Pxtract] 
Official Use Only suatemala City, Aurust 11, 1958, 
No, 69 V/ 
Ref: Depcirtel 103, May 5, 1958, & Peles) EmbAirram G-3, July 2h, 1956, . “~y 


Subject: FY 1960 Program Presentation (MSP and ICA), 


fFere follows an analysis of aid programs in Guatemala for FY 1960.7 


- 

- _ : . - , . ‘i 
Yle The above havin; been submitted, { shoulda like tu make ef 

some observations ana recom endations about which I feel iwre ov’ 


definitely and stron:iy than aboul tic details above and :.iuich 
refer rore to how the money is spent than in the awount of ex- 
penditure. 


Ae Uelle Agencies, It can be stituted without fear of contra- 
diction that in Guatemala the United States receives no recogni- 
tlon, no creiit and generaily there is complcte unewareness of 
our contributions to orgenizations of ti Lee, sucn as world 
Health, UNESCO, ICAITI, UJICHF, FAL, etc. vuring Fiscal 1¢58 
there were 27 UN technicians with a U..). contribution of 254,000. aeaee 
(See EmbDespatch No. 50, August l, l 1958) « «While their purposes 3f a 
may be desirable, it is to be doubted they are going to assist | ide 
in the major struggic avainst Vonmunism. 1 recommend strong 


OP Fin dAL cr ts 
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~ It requested an analysis by the Chief of Mission of the objectives 
and role of aid programs for fiscal year 1%0. (120.171/5-558) 


2/ 
~ It reported a delay in the submission of this report. (120.171/7- 


2,58) 
3/ 


It concerned the avproved program of technical assistance by the 


United Nations for Guatemala during 1959, (3)0.311)/8-1558) 
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| de-emphasis of the many Ul organiz: ‘ons doing a multiplicity of |, 
things mostly by other nationals often unsympathetic to us, 









-—— 








B. American Companics. Not within the direct question of 
budget presentation, but, nevertheless, impinging upon it as 
damaging to our policies is the attitude of certain American 
companies, Within the industry section of ICA/W and in so far 
as consultation anc advice may be given to American companies 
abroad, it is hoped that advice and counsel may be furnished to 
the end that the work done in the field and the money being ex- 
pended by the U.S. Government be not negated by private American 
activities. ICA and the Government as a whole undoubtedly have a 
right to speak in fairly decided terms in this matter to those 
companies wiich seek assPtance from the U.S. Government in the 
form of investment guararitees. 









Two American companics in Guatemala have been objects of 
continued and effective public attack: +he international Railway 
end the Empresa Eléctrica, a property of American and Foreis. Power. 
A third major company, United rruit, saw the light and improved its 
public relations. 


eee 


Compared with the job done by pubic utilities in the United 
States of building public acceptance or cc: fic nes, it can be 
said with truth that here nothing is done. Ruther, continued 
refuge ina “legal” position has served to convince labor and the 
public of the validity of char:es huried, 


The companies’ attitudes and luck of ection seriously counter 
efforts to improve relations or advance our cause. The s.bject 
has been raised-with them here with negative results, 


ee 


The problem is sorious in Guaterala and must exist elsewhere, 
It is hoped the question can be attacked positively on a }..se 
broader and more effective than cante done locally I recomend 
that companies involved in the various countries be. invited to 
send senior representstives to a conference where policies of 
the United States may be ex,lained, the role of Americen companies 
emphasized, and the benefits of positive public relations mace 
clear. (In the case of Guatemala, a: matters now stand, our 
position would be better were the companics owned in some other 
nation.) 
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At the sucjested conference a strony vifort should be muce 
to’ make American companies operatin:; in this area umerstind ane 
cooperate with ovr labor poiicy. kven the Uniced rruit Company, 
whose public and personnel relations have greatly improved, has — 
@ dangerous short-sighted attitude toward unionse »— — 





“J Documents on UFCO Guatemalan labor policy are in files 


814.06 and 814.237. 
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C. Unfair Charge of Development Aid Supervision to ‘CA. 
ane TCA budget for Guatemala contains a heavy amount for 
supervision of Development Aid. Not only development aid, but 
likewise it is umerstood supervision of Development Loan Funds 
are chargeable to TCA. It would be _ossible to have a consider- 
able TCA budget in a country and no teci:nical assistance ai ail. 
The distortion to the generel aspece of this is bad enough but 
more important, it would appear, is the disruption within fleld 
organization and a proper askance vu; Congress. Moreover, there 
should be no covering up of the total cost cf Development Aid or be 





Loan Funds by charging part of the cost to TCA <-- let their super- 
vision be inciuded in their own budget. See also Sheet 5 of 
Annual Introduction to the 1960 Program Submission. — <S 





D. U.S. Posture and Attitude. we are making a sericus error 
in our approach to the use of aid as an instrurnent to further the 
foreign policy of the United States -- which Is supposed to be its 
object. ‘the uselessness of much of cur expenditures is perhaps not 
so serious as are the lost opportunities, the loss of face, the beam « 
contempt earned and the wounded pride of the recipients. This 23 
grows out of the assumption that persons of other cultures, other f 
beckgrounds, other faiths and other nolitical beliefs hold the 
some attitudes that we do. They don't. iiost Americans would 
agree in principle that we should utilize aid abroad in such 
manner as to best rit the local scene. éhis we find almost in- 
possible because so to do,gocs against the very warp and woof of 
our beliefs, beginning with Conrress, and especially there, is 


& Whole chain of justification finally down to the sincere tech- — 
nician in the field who goes abroad because it is a “good” thing. Be 
Much of our ICA-program appears motivated by a kine of do-pooding 
charity to help our distant Lrothers. This is wonderful for us at ' 
home. It is a magnificent way to feed our individual and collective ony 
esos -- often at the expense of wou..ing the pride of the recipient -« vy 
but it wins few battles abroad. ‘lis brosd American legacy of Lew ? 
England Protestantism I can question becau..+ I was born in iaine Sad’ 
of a lcug line of hard-shelled Baptists. hile our strugjls with ae 
the forces of Communism may be very Llroortcnt °b or even iu years “° 
away and when the increased product vity, the better education .° 
and well-beins of these countries might through our help be better a", 
able to withstand subversive forces, it is to be recalled that “*. 
the danger is not 2b years away. it is now. oe 
Se 
I imagine that at every budget hearing, Lefove Congress the a 
items must be justificd as to whether or . they ere worthwhile, ' 
whether they wlll do gooa, etc., etc. “hensver there is a Con- 
gressional visit abroad, either by nemberacf the licuse of Repre- : 
sentatives or the Senate, a first consideration is not whetner F. 
we are getting any milcage in our stru;; le against Communi:™, _. 


but rether whether the progran is proof asainst any crit’: \. om 
that it is not doins good, that it isn't of benefit, etc 





-- Not found in Department of State files. 
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This sarm motivation appears «: exist in the executive Branch | 
of Government. It exists toa les... degree, but still strongly 


in the field, 


: I submit we should look at the whole question as those in 
the other country do. If they feel they are really getting some- 
thing because they must —_ for it -- then let us bargain. 
The Russians apparently don’t make the mistake of free-handed 
gifts in Asia -- they attach some condition and are thereby 
respected, We in much of the area cre looked on as Casy warks, 
often with contempt. 





Here in Guatemala, and, as I understand it, from persons with 
whom I have spoken in other similar countries, it is recegnized 
that we have engendered a very substantial fecling thet we should 
support Guatemala out of some sort of undefined duty to the people 
and that if we do not do so, political blacitmall will result. 

This I submit is not the purpose for wh.ch the aid was started. 
It is a very unhappy result, 





LS 


To counter this situation, there are two remedies, ,irst, 
we need to forget our charity a little and adopt a pragmatic 
attitude, and, second, we should got away from grant aid and “wil 
emphasize loans. The size of tie loons, the freedom with which 
they arc given and the rate of interest would appear less inpor- 
tant than in having the purnoses uncerstood. Fostecrin,: the idea 
of some self help, some locai pullinc of the boot straps, some 


‘et ew a, 
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honesty and responsibility are importent. Gotting acceptance of 
the concept of the United States as a helper or vartner Is in- 
portant -- gotting away from the ldea of Uncle Sam as somoone ie - 
to work as an easy mark is equally so. The lIgtter sparks no 
+ effort at all to work against Communism -- it just lays us open Bo 
' to propaganda attack, wy 
If U.S. policy towards the underdeveloped countries wore ro- hea 
- duced to its bare bones, it could be defined as preventing the ™ 
» entrance of or to reduce the presence of Communism. As Svoi as me 
* we try to make that frame carry other burdens, or obscure its Lea 
Simole design by softehearted accretions, we start to lose, let's 
keep it simple and directj let's work for our survival ana not . 
our conscience, One 
the announcement of a possible inter-ancrican Vevelopment he 
Institution may be the way out of our present approach in Latin »¢,’ 
America. It is to be hoped it can be frarei in prrinership and ‘ 


not paternalisn, 


P 7 AM clive “ 7 
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iles by the Officer in Charge of Guatemalan 


Washington, November 24, 1958. 
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<} PARTICIPAXTS: DIF - The Hon, Denpster McIntosh —_ 
> a Mr, Hart Porry pe: 
ors Mr. Gonzalez - 
- = % J 
S-e ICA - lr. Rollin S. Atwood 
az* it, Grover iincaid 
= Mr. Oscar Powell, USC: GuaterZ 

, 

S 2 STATE = br. Hervert B. lecrett fy _ 
2 : Mr. Bayard King -. 
oat & I Mr, Harry Conover ~ 
=F a 
Be bx. Samuel Borley, ICA Pous:np Concultant 
33 Azbassador licIntosh opened *':0 meetin; ty sayine that he .eclleved loans * 
Se Gu.termla vere justified. Guntomla is a hoy country and shovld ie heijwd. he 

“% " asizod Hr. Loglo:’, a privete nmort;r,c banker woo had recently, “t the re vost of . 


? 


ICA, mde a throo vweel:s' survey in Guatem :, to describe how tne money for the 
housing lian would be disbursed. I&. Bosley explained that the funds would be 
lent to the Bank of Guatemla which in turr. would discount mortruges cf nriv:.te 
individuals accepted by private banks in Guatemala. The mortpares wou.) be 
cerefully screened and guaranteed by an FilA-type or;e.ization for which. Guate. alan 
lepislation was now being soucht. Without such an arrangement, the Guatemalan 
individuals would be unable to borrow money to build badly neoded housing for 
themselves, as there was a scarcity of capital in Guntenala and prohib: tive 
interest rates were the rule. for such loans, the house purchuser would pay 
about 7 1/2% interest. Mr. Bopley said he wos very iweh in favor of such an 
arrangement which he thought would be vorlabe. 


Mr. Atwood strongly endorsed Mr, borle)'s favoriLice view of tiis -roposea 
loan ($12 million), and said he folt that it was nec: sary to ,ive this «ind of 
wee to Guatenala for political and other rcasons. 






5 e Aate cicacor ieintosh soid he inew that «ai 7 wWohingvon felt the ouF sherld 
gusing n Intin Au + beerucse ‘he reed for hOUb=NE lover 7 





lotin ele was SO oo that the lendim. resow’ ec: 





of the viited Siv les 














never fill tiese requirements, Ho said ..0 sare orgument could be used © 
roinst as. GE fee for Liphwys, vhero need was also great, However, 'x.’ Me 
Velatosb 3@ did not believe this ws c volid ur;went against m):incg_sguch Ye 








i0ans, Toans, tht each case should be considered u:. _its ow 
case of Gusterala he was in favor of makin, a hous Li, 

















crits, and that in the _ 





' loan. 
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Y This memorandum was routed through Rubottom, Snow, and 
Stewart. Rubottom noted on the source text: “Important, ye f. but will 


need continued backing from ARA, E. & W." 
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There followed a discussion of the rubber, industrial bank, end land 
purchase loan apnlications. Except for land rurchese, Azbascador MeIrtogsh 
s_in favor of helning Guatemale in these ficlds es well, Although the DIF 
could not lend money to the COG for land purchase, it was arreed that it 
mirht be possible to assist in the ficld of rural resettlement, possibly by 
lendine Guatemala money for budr:ctary relief in the sublic works fielc or for 
construction of facilities on the lands to be acquired. 





A€Ps 
— 





Mr. Powell said it mirht be possible for ICA to reprosram some $ million 
of pipeline funds toward purchase of land for resettlement. 


: e DLP should lend Guatenals dbout fn 
$26 nillion in the near future from funds eiready arvropriated to the DiF a 
and he tontatively surcpested the followinr allocations: F . 






















Housing $ 6 million 
Industrial Development 2 or 4 million * 
Compensatory Funds for 
Rural Resettlexent to be detervined; possibly 93 million 
Rubber Develonment 5 million 


iy. Conover said that he fully recornized the political nocessity for making 
loans to Cunterala. In response to Aibussador teIntosh h‘squcrics as to the merits 
of these particular applications, lx. Conover scid that, in econo-ic terms, he 
felt housing construction was less significant for economic development than 
prospects which more directly and immediately contribute to balance of payment: 
improvenent. Avbassador leIntosh arreed wi —— Him 
’ 


the tical considerations were overriding. _ 








Fee 
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Ambassador licIntosh said he wished to .o aiesd on these loans as svon as on 
possible. Iie cesicnated Ir. Ryan to co to Gucterala :ithin a woek to lcok 7 e. 
Pinto the pendine applications and to work oul with theo USOl!, the Dubassy, and = 
the Guateralan Governnent, properly drawn-up loan ap-lications which would mect s 
DLF criteria. Tris, he said, would constitute the “irst ster and would show the ad. 
Guatemalans thot we were really talking an interest in their loan applications. ' 
are Perr said that to rale Slo million available now to Cuatezals voul —~4,; 
eguire E-Eaci: in loan proposals for oth«r area a _Aeiase=dor VeIn*och “yf 
. should be mac de in or order ri ec , 
(aii eer at 
. 


ae 
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814.02/12-958 
Memorandum from the Assistant Secretary of State for Inter-American 


Affairs (Rubottom) to the Under Secretary of State for Economic 


Affairs (Dillon) ' 


Official Use Only Washington, December 9, 1958. 


* 
Subject: DLF Staff Request for selva Guidance on Loan for Housing in 
Guatemala 


I am informed that the DLF staff has requested by close of buciness « 
Tuesday, December 9, guidance from the DIF Board as to whether an appli- 
cation from the Government of Guatemala faraloan of $12 million to be 
used for the purciase of housing mortgares should be placed under DLF 
review. The application has been suwwariced in DLF-IC/P-116 of 
November 26.) The necessity for prompt guidance in this matter stems from ‘ 
the circunstance that the DIF Latin American loan officer, Mr. William 
Ryan, is now in Guatemala City attempting to clarify and assess the intent — 
and significance of four applications submitted by the Governrent of ; al 
Guatemala for DLF loans totalling $33.5 million, of which this $1z millior. 
housing application is ome. The staff paper emphasizes that consideration 
of this application would represent a departure from previously expressed 
views of Board members with respect to advisability of using DIF funds to rhs 
finance housing construction. 


1 am grateful to the DIF staff and to Arbassador Mcintosh for the _ 
expeditious action which they have taker to facilitate consideration of ’ 
the Guatemalan loan applications in line with my memorandum to you of 
November 1,., Your support of the recorendation contained in that memo ™ a 
randun is greatly appreciated. The po.itical and economic inportance of | 
extending DIF loan assistance to Guatemala at this time suggests tie , = 
advisability of sympathetic consideration of an alternative to this present i, 
application. & 
—~- 
Lal 


As currently cast, the housing loan application of Guatemala cees not Ny 
appear to me to merit DLF Board approval. It looks to tie extension of a ( 
$12 million 30 year loan to enable the Central Bank of Guatemala to purchase of 
first mortgages now held ~r scheduled to be tela by privete bankine insti- a 
tutions. No evidence is presented that this action per se would ctimlate tH | 
further savings or investments within Guatemala in the housing field, ‘a £¢ 
While it would presumably make possible the financing of 3000 additional ; = 
houses, this volume would appear only marginal in relation to the total 
volume of housing foreseen by the Government of Cuatemala ar likely to 
stem from governmental and privately sponsored housing activities in the 
next 5 years. It would not, therefore, appear likely significantly to % 
contribute to Guatemala's economic development. At the same time, it os 
would saddle the Government with a substantial dollar repayment obligation —_—- 
and might establish an unfortunate precedent complicating DIF efforts to 


fend off voluminous loan requests for housing construction in other countries 
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Drafted by Harry Conover, Deputy Director, Office of Inter- 


American Regional Affairs. 


Z./a copy of the referenced item, a memorandum to the Board of 
Directors of the DLF, is attached to a memorandum from Wiliiam V. Turnage, 
Deputy Director, Office of International Financial and Development Affairs, 
to Dillon, Dec. 8, 1958. A notation by Turnage on his covering memorandum 
indicates that Dillfon approved the recommendation “that we would be prepared 
to consider on their merits modest loans to participate with local capital 
in sound proposals for establishing savings and loan institutions coupled 


with mortgage insurance schemes.” (814.02/12-858). 


A 
“a Not found in Department of State files. 
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in Latin America and elsewhere. For t: reasons, Gespite the high 


priority attached to this loan applicai .. by the Governnent of Guatemla 
primarily on political grounds, we would not favor favorable action on this 


present request. 








On the other hand, we would strongly recommend sympathetic consider- 
ation by the DIF Board of a loan to Guatemala of a sun approximating 
$2 million which might serve asacatalytic tedium to foster greater housing 
construction and the accumulation of savings to flow into this field on a 
continuing expanding basis. Such a loan, matched in equal amount by the 
Government of Guatemala, might be used to create a mortgage credit insti- 
tution. Such an institution would have features akin to the combined 
functions of the Federal Housing Administration and the Federal Home Loan 
Bank in the U.S.3: the guarantee of mortgeges on insurance principles and 
the provision of s credit pool upon which building and loan associations 
and insurance companies and savings banks might draw as occasion warranted 
t© prime private housing financing. To the capital of such an institution 
these private lending agencies might also be called upon to contribute in 
an amount equal to the DlF-Govermment of Guatemala subscription. The 
primary purpose would be two-fold: the creation of a more orderly, secure ie 
a 





market for mortgage money and of institutions to attract savings to such 
amarket. The precise pattern for such ar institutional arrangement and 
related details require more discussions and study both here and in Guaterala. 


These have already been initiated. Experts of ‘CA's Housing Division, 
the FHA, HHFC and FHLB tmrriedly convened last Frio; referred to tle 
favorable experience with such institutions in the U.S. and Pucrto Rico and 
are prepared to shape up a detailed progran for DLF Staff and Board consicer- 
ation. Should this be approved in principle, they might tien be despatched —. 
to Guatemala City to assist in an on-the-spot discussion and draft of an x. 
application. Such action would signify to the Government of Guatemala our wo 
sympathetic interest in resolving its political concern for improved housing — 
along sound economic lines. : 

~ 
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At this point I would merely recommend that you attempt to dissuade 4 
Other Board members at this time from taiing so rigid a position on JLF ie 
financing in tie housing field as to preclude further consideration sf the — 
limited but potentially significant approach briefly outlined above. This 
approach is designed to take account of the fact that wile the financing 
of housing construction primarily is a subject for local action, it way be 
initiated and spurred by U.S. guidance, expression of confidence and relatively “~ 
small loan assistance in the same way that the currently huge mortgage market Sv 
in the U.S. initially was stimulated by temporary Federal Government a : P 








In a letter dated December 24 to Ambassador Mallory in Guatemala, 


Assistant Secretary Rubottom stated that DLF policy apparently ruled out 
housing and rural resettlement loans for the present, but he hoped for 


DLF approval of a $5 million rubber project loan without too much delay. ' 


(720. 5-<MSP/12-1958). 
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ARA/OAP Files, Lot 60 D 647, "Col. Carlos L. Antillon Hernandez: 


Guatemala, 1958" 


a 
Memorandum from the Officer in Charge of Guatemala-Affairs (King) e 
to the Assistant Secretary of State for Inter-American Affairs 
(Rubot tom) 
Confidential Washington, December 30, 1958. 
sunject; Call of the Guatemalan Anbassador, 4:30 P.M,, December We, VY 


Aubessador Antillén informed me yesterday that he is shortly going on a trip 
to Guatemala, and that he wished to have a talk with you before his departure. An 9 
appointment, subject to your approval, was arranged for this afternoon. br 


Although I pressed him for details of what he wished to discuss with you, 
Anbassador Antillé6n said that he had nothing special in mind and wished merely to 
exchange views with you on a variety of topics. I believe it likely that he my 
raise one or more of the following subjects: 


1. Pending DIF Loan Applications. 


I have had a talk with Mr. William Ryan of the DLF, who recently returned 
from a study mission to Guatemala. Mr. Rynt. informed me that Hart Perry, Deruty 
Director for Loans of the DLF, had informed him that only $5 million 
dollars of presently appropriated funds could be spared for loens to Gustemla. 
Mr. Ryan said he was favorably impressed by the rubber loan application, and tiat 
he was prepared to recommend putting the $5 million into this, ‘eturaliy, M. 
Ryan's recommendations would require approval by his superiors and the DLF Board. 
Mr. Ryan felt that possibly more could be loaned to Guatemila out of new appropri- 
ations for the DLF, If the Ambassador inquires regarding status of the ican appli- \ ifs 
V fs 
B 


1%! 
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cations, you might tell him what you told the Minister of Education on December 22, 
— that you were sure something would be forthcoming for Guatemala in the matter 
of DIF loans, but that it was as pt unfortunately impossible to say far what o 


how much. ; 

t, 
2. Inpining Planes for the Guntem Jan Air Force. _ 
4. Sometine ago the GOG requested permission to purchase ten T-34 training 2 


* planes for the Gustemlan Air Force. This request wes approved by State and 
Defense, and the Gustemlans were informed that the price of each aircrift would 
' be between $23 and $27 thousand dollars, The Ambas:ador has told me that these 
“/ olces are far too high for Guatemala to pay and has presented a note formlly . 
\/ Nasking for a reduction in the prices and special consicernation for Gustemla in 
this purchase., In the note he alludes to the fact that we have a Mitusal Defense 
\“W Assistance Agreement with his country., He has told me that he cannot understand 
how we cen charge such high prices fu. the trainers, when only a few mcrths aro 
we sold Guatemala several F-5] fighters for $1,090 each, RPA advises that while 
the F-51's were obsolete and surplus, and that token prices could be quoted far 
them, the T-34's are currently used by our armed forces and those requested by 
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i / 
“~ According to the memorandum of their conversation of December 30, 
. . + . ‘ * . / 7 
Assistant Secretary Rubottom told Ambassador Antillon that the Development 
Loan Fund would approve part of the *33.5 million in loans requested by 
——— ff 

Guatemala;"he authorized the Ambassador to teil President Ydigoras that the 
supporting the GOG, were cooperating 


Department and the U.S. Government were 


with it, and were trying to be helpful in every possible way." (601,1/11/12- 


3058) 


. j/ 


~ No record of Assistant Secre*ary Kunottom's conversation with the 
r ’ . » : . ‘ol % . 4 
Guatemalan Minister of Public =ducation, Col. Marco Aurelio Merida Saenz, 


on December 22, was found in Lepartmert of State files, 


/ 


~ The request was made in a note from ntill6n to Dulles, September 2, 
195?. (714.5622/9-258) 


/ 


. 7 P : 
Antillon's note was not found in Department of State files. 


/ 
‘or the text of the Acreement sirned at Suatemala City, June lf, 
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1955, see nited Stites Treaties and Other International Agreements 





(UST), vol. 6 (pt. 2), pe 2107. 
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Guatemala must be released from our active stocks. Should the Ambassador raise 
this matter, it is suggested thet he be told thet his note is now being translated 
and that the Department will be glad to study it to see what, if anything, can be , 
_. to be helpful to the Guatemelans in this matter, although nothing can be promised 


as Defense apparently has little or no leewyy in negotiating token prices for sales 
* of T-34 aircraft at this time. 


3- foffee Erices. 


A favorite theme of Ambassador Antillén is: ths economic and financial diffi- 
culties thet Guatemala is experiencing because of the drop in coffee prices. He 


4e U.S. Support for the Ydigoras Government. 


Ambassador Antillén may express to you his view that there is need for the 
United States to make hon age some tangible and public gesture of support for 
on, such as granting loans or reducing the prices on the 
think that we have deliberately withheld support from 
he 
t 


the 

the effec ect that ve are cooperating with and supporting the Ydigoras Governnent. 

You might cite the fact that earlier this year we waited until Ydigoras took office 
before releasing and programming the $10 million dollars in special assistance 

that Congress appropriated for Guatemala for FY 1958, and that the programming of 

| these sums was done in close cooperation with the cod, You might say also that ve 

have, wherever possible in conformity with our own laws and regulations and our 

| capabilities, tried to comply with requests of the Guatemalan Government. President 
Ydigoras himself has repeatedly expressed to our representatives gratitude for U. S. 
» assistance. 


4 5s Teod and Zinc Quotas. 


; The Ambassador may raise the question of Guatemala being assigned a specific 
+ quota for export of lead and zinc concentrates to the United States, instead of 
' being included in the 10 per cent general quote for smller producing countries. 

We understand that in January a review will be made of the first quarter operation 
of the quota system, and as the Guatemalan Director General of Mining was informed 
during his visit to Washington last month, consideration will be given at that time 
to Guatemala's request for a specific lead and zinc quota. Gu.temala is the largest 
of the producing countries included in the general quota, However, Guatemalan 

( lead and zinc mining operations have been virtually closed down for several months, 


ae De Bie ee eee er a ee me ae 


\ |) end it was the projected reopening of these mines that prompted a request for a 


Vv specific quotas, 


The Ambassador's call might be a good opportunity to remind him of our dis- 
appointment over the Guatemalan position that the George B. Soto claim is a closed 





i, 


Reference is to the Mutual Secutity Appropriation Act, 1958, 


approved Sept. 3, 1957; for text, see 71 Stat. 601. 


Documentation on the question of quotas firp/Guatemalan exports 


of lead and zinc to the United States is in decimal file 411.146, 


raises this subject, mke a statement to : 


E 





"9? . 
= 








"<> BEST COPY AVAILABLE <SaEaeE Pa 94 -—}H6T ee. 
ie + 8 : ethan {] df A 
ing a Guatemalen note on 
ee ee ee Oe ieesie t coon te te 


during his forthcoming trip, reiteration of our hope that the case 
may be reopened and a settlement negotiated between the GOG and Mr. Soto's 


qG/ Sopeccentatives,, } 


. 





—- 


sd _- 


o~ 


@ 


“DECLASSIFIED FOR PUBLICATION IN 
FOREIGN RELATIONS OF THE UNITED STATES" 





rf 
\Y Documentation on the Soto claim is in decimal file 214,1151- 


Soto, George B. 
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711, 11-E/1-1959 


/ 
Telegram from the Secretary of State to the Embassy in Guatemala / 


Official Use Only Limit Distribution Washington, January 19, 1959-- 
9:39 p.m. f 


2 263. 


a 
Following is text informal translation of telegram received by op 


Eisenhower from President Ydigoras: ee t- ; 
2 ~ 


| QuoTE Guatemala, December 31, 1959. ae 
; 


The President “ 
The White House 


Washington 
I an pleased to extend to Your Excellency cordial New Year greetings 





and best wishes for your own and your wife's and family's health, 
desiring at the same time“happiness and well-being for the great people 
of the United States and expressing «ay fervent wish that 1959 will be 
filled with success in Your Excellency's noble undertaking to achieve 


peace and tranquility among all the countries of the world, 
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I take advantace of the occasion to cail dramatically to your attention 













| = situation confronting my country at year's end, A year ayo we sold 


s of coffee abroad for 60 U.S, dol.ars, which meant an income of 


= 
ee 
mately 76 million essential dollars for our economy; also each 

















Drafted by Bayard King and signed by John A. Calhoun. 
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President Eisenhower: ) of 











drop in the price of coffee, dollar income is reduced by 2 millions and the 
State receives only $6 (in tax) per quintal. 





This urgent situation obliges me to address myself to jour Excellency to 
request you expeditiously to arrange the granting of the credit requests that 
we delivered to your distinguished brother, Dr. Milton disenhower. The common 
enemy, Communisn, will not invade us from outside but flourishes anong our 
hungry people. Khrushchev is waiting at the door, 

I present Your Excellency, with sentiments of high consideration, the 


assurances of my loyal friendship, 


Miguel Ydigoras Fuentes, President of the 


; 


Republic of Guatemala “. UQUOR 


Ambassador requested deliver following reply to President Ydigoras from 
QOTB January 19, 1959. 
Yis Excellency 

General Miguel Ydigoras Fuentes 

President of the hepublic of Guatemala 
Guatemala City 

I appreciate your kind New Year's greeting. I1t revived the pleasant 
recollections I have of your visit to “ashington last February, and of the 
talks we had at that time, 

You may be sure that the United States Voverrment continues to devote 


careful and sympathetic attention to the questions which affect our two countries | 
Ca ee 





, In a memorandum to Goodpaster, January 9, John A. Calhoun 
of the Executive Secretariat recommended that the White House authorize 
the Department to have Ambassador Mallory acknowledge President Yd igoras tele- 
gram, but in a note to Dulles, January 13, President Tisenhower stated he 


wanted to send a personal message. (Eisenhower Library, Whiteman File, Dulles- 


Herter Series). 
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gE and to the problems which confront Guatemala. i nee ik eee. | 
ment has made are being studied here, and I hope it will be possible soon to 
inform your Government how, within the limits of our ow capabilities and 
resources, we in the United States can be helpful, 
Wits warm regard, 


Sincerely, 


Dwight D, Eisenhower’ waquasr 


White House desires text this messace not (epemRee > become public, rr \> 


o 
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-Tmetwnmes . 
J No publicity was given to this exchange of messages because 
no decision had yet been reached on the Guatemalan loan applications. 


; 


(Memorandum from Dulles to Eisenhower, Jan, lJ, 1959; Rubottom Files, 


Lot 61 D 279, "Guatemala, 1959") 
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714,5622/2-459 





Telegram from the Acting Secretary of State to the Embassy in 


Guatemala, 


Official Use Only Priority Washington, February 5, 1959--8:33 p.m. 
— iy 


285. Embtel 298 





? 


A 


/ 
peu an Af a og 
Xin view present tension and severance diplomatic relations Guatemala and 


Mexico,) and in accordance with U.S. policy of withholding shipments armam at, 


Y 


particularly aircraft, to LA areas where such tension exists, Dept plans to 


a 


' 

' | suspend temporarily further action on delivery of six B-26 bombers to 

f iA Guatemala. + This does not rpt not constitute cancellation of approval of sale 
given prior to December 31 attack on Mexican fishing boats by GAF planes, 
Normal processing of request merely suspended until tension subsides when Dept , 


would expect that negotiations with GAF be resumed, 


-2/2EQS-_ Fed 


Suggest Bab in ite discretion could explain foregoing frankly to GAF 
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Urrutia, If Bmb believes such approach to Urrutia inadvisable, G0 should be ae 
informed that certain administrative delays in processing Guatemalan request hs 
Sed’ 
— have been ) eoretonal and that GOG will be advised when B-26's are available be 
~/ for inspection, Me ) \ . ee | s 
RY _ * ‘ 
me plow Se 
omats ~ es 4, 
. > . ‘ , | - S a 
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/ Drafted by King, signed by Rubottom, and repeated for information 


to Panama City for CAIRC and Mexico City. 


/ 
‘ It proposed the flight of a Guatemalan mission to the United 


States to inspect and purchase B-26 bombers. (714.5622/2-459). 


ne Mexican President Lopes Mategs seevpe-d ip lomat ic relations with 
Guatemala on January 23 over an incident involving Guatemalan strafing of 
Mexican fishing boats off the Guatemalan Pacific coast on December 31. 
The two countries resumed diplomatic relations on September 15, following 


~ 


~~ 
a settlement of the dispute. For documentation, see ,Whiteman 87. 


/ 
Ambassador Antillon had requested six B-26 planes in a message to 


Dulles, September 2, 1958. (714.5622/9-258). 


At the Department of State's request, the Department of Defense 
suspended action on delivery of B-26 bombers to the Guatemalan Air Force. 
(Telegram 336 to Guatemala, March 4, 1959; 714.5622/3-259). In accord with 
Mallory's preference, the Department of State informed the Guatemalan Embassy 


of the reason for the delay. (Telegram 350 from Guatemala, March 5, 1959; 


714.5622/3-559). 
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714.00/2-1859 


Telegram from the Ambassador in Guatemala (Mallory) to the Department 


———— 


, oe 
VY of State 4 


Confidential Priority Guatemala City, February 18, 1959--7 p.m. 
Limited Distribution 
322. 


ad 


- 1 As reported, there has been rapid deterioration in Guatemalan : 
political situation. Much of basic cause has been worsening ( 

economic situation with more apparent and immediate cause | 
general unrest Caribbean area and poor job President has been 
making of administration. He has pulled stunts such as r 
Mexican shrimp war, purchase of merchant marine without Con- 
gressional approval, etc., had momentary public successes, but 
more lasting adverse reactions. The inevitable changes of 
allegiances and disenchantments which arise after a year of a 
new government are evident but one of strongest adverse —“— 


has been — of closest and most trusted adviser 


Recently a moderately sharp ear could detect plots against 
government in all groupings of political spectrum. Press 

started attack and with reopening of Congress apparent much 

dirty linen will be exposed. It has become clear administra- 7 
tion needs be cleaned up else it cannot last. We had hoped 
this would occur without necessitating too much prompting but 
that if not, thought it better speak frankly with President 
Ydigoras. Now a middle course has in fact occurred. Presi- 
dential confidants have talked with me or with member Embassy 
in recent days apparently either sent by President or wishing 
have discussions as excuse go back and carry some word to hio. 


f « 
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New Cabinet for March 1 rumored past few days. Also Roberto 
sAlejos, Cabinet Coordinator, ‘nformed member staff he felt he 
should leave March 1. Yesterday British Minister {informe ne 3” 













confidentielly President's son-in-law, Lan Munn, will probablye 
“ be going Evrope soon probably to stay. Yesterday President's’ ; 
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4 
7 pepeuted to U.S, delegation in Acapulco for Rubottom's infor- 


mation. He was there for the meeting between President Eisenhower 


and President Lopez, Feb. 19-20, 1959, 


“] 
/ Thomas Wikeley. 
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-2-~ 322, February-t6, 7 p-m. ~from-Geetemala City. 





: - es, 

private secretary, talked with me suggesting need for pretty 
; thorough house-c leaning in government. And hoping I could 
"s tell President. I had talked with Minister Public yee ef 
over week end whom I supported in suggestion for new Cabinet 

and to whem [ also suggested idea of outstanding incorruptible 
person as Cabinet Coordinator. How much is chicken and how 

much egg is unimportant, but buildup of pressures has caused 
very considerable nervousness with President and within his 
immediate family and brought about decision make Cabinet changes. 











Today President called me to his office and talked at great 

length. In brief he said Guatemala has not been ready for his 

kind of democratic government, he being attacked on all sides, = 
mostly unjustly, and feels he may have crack down in dictatorial pies 
manner. Said he had decided accept resignation of Cabinet bit: . 
would reappoint members recently joined. He will tr) nave -- 
fairly broad Cabinet. Said Coordinator of Cabinet na. cou. in 

unjustly for attacks and he had decided let him go alchough 

decision not yet made known. He then stopped. 


I congratulated him on Cabinet decision and said with respect 
Alejos that one had to recall truth in old saying that one might 
as well hang dog as give him bad name. I said this respect I - 
wished be very personal and frank with President and point out —_ 
there was another person who had sufficiently bad name chat he — 
might as well be hung. President apparently was waitin 
one and asked me d tly whom I meant. I replied 
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I expan on genera. unrest P 
in area citing exalted spirits of opposition and mentioned there ’* 
were number of plots being talked about. These plots I opined . 

did not individually have much chance success but should groups 

_ ever get together, might prove serious. They were caused I 

though by deteriorating economic conditions and also by lack of 

calm and confidence on part of public. I said it was most -— 

important for President undertake course of action to restore es 
. confidence 5 oe 





/ , ‘ 
Carlos Gonzalez Segui. 


/ 
Mariano Lopez Herrarte. 
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CONFIDENTIAL 


-3- 322, February 18, 7 p.m.; from Guatemala City. 


confidence and that business generally, including foreign 
investors, needed reassurances. Such action as he took 
with respect Alejos could probably be helpful in this 
regard even though Alejos might have operated with purist 
motives. 


President brought up and asked for advice and information 
with respect number of approaches which he is having con- 
cerning US lobbyists who state only way get assistance from 
US is through them and that reliance upon Department and 
similar agencies useless. I made suitable defense. 


Ir summary there can be some hope situation can be redressed 


here but measures may well be inadequate and we will have to 
follow developments closely. 


MALLORY 


YH: 0M/6 
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814 .00/3-2559 
Memorandum of Conversation by the Officer in Charge of Guatemalan 


Affairs (King) 


Official Use Only Washington, March 25, 1959. 


SUBJECT: Guatemalan Economic Situation; Development Loan Fund Rubber Loan to 
Guatemala 


Mr. Roberto Alejos, Former Coordinating Minister in Guatem lan 
PARTICIPANTS: Governnent 
Lic. Perez Galeano, Cuatermlan ns to Inter-American Sf Ame 
Banking Institutivn Meetings f a} . 
Col. Carlos S. Antillén, Ambassador of Gustenale - 4. 
ARA = Assistant Secretary R. Re Rubotton, Jr. : . 
OAP ~ Bayard King, Officer-in-Guarge, temalan Affairs 


COPIES TO:-ARK{(2) (Se), REA, E, TCAs ota), » GAP, OAP/Cla}{er), 
Amertassy OQuatemala usa) 
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Mr. Rubottom welcomed Mr. Alejos, who was spending a few days in Washington 

and New York enroute to Europe. The conversation was devoted largely to economic 

ani financial problems confronting Quatemala. Mr. Pubottom said the United States 
has tried to be as helpful as possible, within the linits of its capabilities, Ake 
economies of the other American Republics. He said he felt that conmts‘Jdereble pro- 
grees had been made in this endeavor during the past year. For instance, the oad 
Intereimerican Development Bank wes nearing reality, and plans were goi:g ahead a 
for the setting-up of a copmon sarket in Central America to which the United . 
States hoped to be able to lend financial assirtance, The United States had 
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played @ leading role in the Coffee Study Group, and was trying to be he pful to > 
our Latin American friends in the cotton marketing prvolem, The Departmnt was : 
wupporting the adoption of measures and procedures that would avoid the very wide >. 
fluctuations in the prices of commodites produced in Latin America and consequent at 
damage to Latin Averican economies, Mr. Rubottom said that while it would Bax he 


probally be impossible to avoid some fluctuations in the prices of these camodi- 
ties, the object would be to hold them within reasonable extremes, 





Mr. Alejos raised the matter of the 5 J/lg interest rete i the £5 aillion 


loan for rubber developement recently offered to too nh the Development 
‘ Lean Pan. Be ced tat thie Amhereet sehe can too hi was higher than or 
@inary commercial loans, It would mean, he “aid, that tae r planters vould 


have to pay 9% for funds from this source, end that cnly the wealthy planters who 
had other sources of income could afford to pay this inter rate for perhaps 
seven yeers before getting any return from their rubber &. Mr. Rubotten caid — 
that he did not believe that 5 3/lé was hiyher than commercial loans, He said 
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he personally had strongly supported Ouetrmale's application far the rubber 
that he could not help but be diss - .inted at Mr. Alejos' remarks about 
interest rate. 


» Alejos said that while in Washington he plamned to try to negotiate a Be 





|! that 
| the tater 


F 


terest rate on this loan with the Development Loan Fond. However, if he 


tY 
4 
: 
3 
: 
: 
: 
f 
: 
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Mr. Alejos said one of the primary policies of the Govern- 

President Ydigoras was to help the poorer classes in Quatemala, and better 

» tus making them less susceptible to communist pressures, This the 

t could not, under present economic and financial conditions, afford to 
adequately, and outside capital was essential. Mr. Alejos indicated that he es 

to discuss loans with commercial banks in New York, as well as seck *~< 

development capital in Europe. He emphasized the necessity for the Ouateralan BB 

Government to do samething soon for the poorer classes in Quaterala, and that 

these classes could not exist indefinitely on unfulfilled promizes, 


TE 

S 

He 
f 


i 


ejos referred to the comparatively large ancunts of ICA money in the 
pipeline. He said this was not being spent, send it was doing tho 

country no good as it was. He said that in his opinion there had been an over~ 

exphasis om rural developrent and resettlement in Guatemala, and that this pro- 

gram was now stalled because of lack of suitable land. He said that the Quate- - 
ralan Government wanted to have the pipeline funis re-ellocated to other more ig? 
urgent projects, such as housing, and mentioned that the Guatemalan Congress was bam 
about to pass a law authorizing the establishment of an FiA-type organization. 


« Rubottom eaid the U. 5S. Goverrment had Quaterala's hosing needs uncer 
Paty ont gain disagreed with Mr. Alejos' rerarks regarding the interest rate 
pee une DLF loan. 4 tr. Alejos said that he would discuss the question on *\ie v2 
pipeline funds vith Mr. Atwood of ICA, with whom he had an appointment \e/ 
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The agreement of August 17, 1959, for a DLF loan of ») million 
5° | hy, 
to Ban te Guatemala for rubber production had a 5% interest rate, but 
the DLF disbursed only $1.1 million of the loan. AAgency for International 
‘ ye i} u SU uu ' : ‘ 
evelopment. Office of the Controller, 5taius of Loan Agreements as of 
“? » VET ae Ve ee eee 
: he 57 1 Tre ate, rather 
arch 31, L964, Pp- 8}. © explanation for the > interest rate, 
than the abowe-discussed 5 3/4*% rate was found in Department of State files. 
an ‘ : a) = ” u 
5 
’ , an w due » the assigned rate otf 
fhe incomplete disbursement of the loan was due to ¢t 
: 
intere 
Alejo © 4 ith Atwood was found. in 
’ No record of Rober t« \leios meeting with A 


0 nas . 9° } 
inetruction A-56 to th Embassy in Guatemala ovember 5, 1959, the 


sartment stated that the DLF formally communicated to Alejos disapproval 


ley 


, , _ ; } eettlement in March. 
of Guatemalan loan applications for housing anc furas i ettlem 
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: 714.5622/4-359 


Memorandum of Conversation by the Officer in Charge of Guatemala; 


Affairs (King) 


Confidential Washington, April 3, 1959. 


SUBJECT: Suspension by Department of its Approval of Purchase of Six 3-26 
Bombers by the Government of Guate:.ala,. 


a 


PARTICIPANTS: His Excellency Colonel Carios S. Antilltn-tiernizdez, 


Ambassador of Guatémala SS 
Mr. Herbert B. Leggett, Acting Director, Office of Central ; ~~ hex 
Gi) American and Panamanian Affairs P 5. °g 
Mr. Bayard King, Officer-in-Charge, Guatemalan affairs. Be . 
COPIES FO: ARA <1] coy cua 
fers -2 2 ce); lie —-o- 
rican Embassy, Guatemala - lc 
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I Ambassador Antillén came to the Department by request to discuss certain; | 
pending applications of the Guateralan Government t. >urchase militar, equipment 
from United States sources. ‘ 


Mr. Leggett, referring to the Amassacor's inte:view with Mr. Ruc cton 
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y on April 1,) said he wished to assure the Awassador that ARA as activesy fol- net 
lowing up the Guatemalan requests to purchi.se equipmnt. He said that in the oe 
matter of the two Bailey bridges, which had been peming since January, it was i 
hoped that an early and favorable response to this request would be forthconing,. ms 
The Ambassador was inforred that the Department understood that the two bricres Pon 
would cost in the neighborhood of $120,000, 
—-_ 
,, Mr. King tien raised the recont request of Guatenala for the use, on a loan wD 
/ basis, of a large sea-going dredge, said tw be in tie possession of the U.S. Ariy _ 
Corps of Engineers in the Panama Canal Zora. Mr. Kiwe said this was a rather 
’ wnusual request and it would be necessary to ascerta:n from tic Department of 
Defense whether the United States Army Cor,s of Enrineers hac such a dredge availe 
+ @ble, where it was located, and whether it was feas...e to move it by sea to 
Guatemala, The Ambassador said the Guatemalan Goverment. would assume al] ex- . 


penses of moving the dredre to Guatemala, and returricg it to the United States 
Armye Mre King said the Department hoped to have further information in this 
connection for the Ambassador siortly. 


Mr. Leggett said he wished to raise another request of Guatenala which 
the Ambassador had not discussed with Assistant Secretary Rubottom on Apri, l, 





a 
i 
—oo——— 





\ /Rubot tom had told Antillon that prompt replies would be given 
to Guatemalan requests for military equipment, (fiemor andum of conver- 


* 


sation by King, Apr. 1, 1959; Rubottom Files, Lot 61 D 279, "Guatemala 
1959") ; 
37 
\/ The Guatemalan request was not found in the Department of 


State files. 











ys —_.__ aa ¢4- 1p4 
4 wy 


“ | mus was for six B-25 surplus bombers. Mr. Leggett reviewed the present | 
tense situation existing in almost all Carscbean countries, and said that the 
United States, in the interest of relieving this tension, was not, at the 
present time, authorizing the shipment of certain combat equipment to the area. 
He said that the B-26s were considered in this category. Mr. Leggett emphasized 
that withholding approval of shipments of airplanes and certain other military 
equipment was merely a temporary measure dictated by the present situation in 
the Caribbean, and that it was hoped it would be possible at an early date to 
authorize resumption of shipments of military equipment legitimately needed, 

He sat the Department felt it would not be helpful to relieving tension in the 
area if planes and other equipment were made available to the Caribbean 
countries at this time from United States sources, and that the United States * 
chief interest in this matter was contributing to restoration of calm in the - 
area. 


The Ambassador indicated that he appreciated the Department's view 
regarding this matter, and inquired whether this policy @plied to other 
countries as well as to Guatemala, Mr. Leggett said that it did, aid that it 
in fact would normally apply to all countries in an area of tension. The 
Ambassador asked whether suspension of approval of sale of the B-26's applied 
also to a number of training planes that Guatemala had requested. Mr. King 
said that he understood what had held up the training planes was that the 
Guatemalan Government had found that the prices asked by the Defense Department 
were too high. The Ambassador asked whether the policy described by Mr. leggett 
was @ permanent one, and Mr. Lergett again assured him that it was temporary. 
He added that all requests for arms from Caribbean countries would continue to 
be studied by the Department on a case-by-case basis. 





The Ambassador asked whether, in view of the foregoing, it would ve 
inopportune for a team from Guatemala to come here at this time to inspect the 
plmes. Mr. Leggett said that under the circumstances it would seem desirable 
to postpone the visit of the team. The Ambassador said he would inform his 
Government accordingly. 


Mr. King then raised the request of Guatemala for a number of jeeps and 
military trucks for the Guatemalan Armed Forces.; He said this reques:, which 
had only been received by the Department towards the end of March, was now 
under active sudy, ana that it was hoped favorabie action would be taken soor., 
The Ambassador expressed his gratification and his hope that Guatemala would 
be able to obtain these vehicles at an early date, 
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The Guatemalan request was not found in Department of State 


files, 
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Guatemala, 1959" 
Memorandum from the Director of the Office of Central American and 
Panamanian Affairs (Stewart) to the Assistant Secretary of State 


for Inter-American Affairs (Rubottom) / \ 


Secret Washington, June 12, 1959 


Subject: Consultation with Ambassador Mallory. 


During his consultation in Washington,,Anbassador Mallory's discussions = os 
of the problems that he faces in Guatemala ‘will probably center on three or four > 
general themes: 


was somewhat placated during his post-electoral visit to the United States 
and our relatious ran fairly smoothly unti] ° few months after the visit to 
Quatemala of tho Dr. Milton Eisenhower mis:ion. Despite all the effc..s made 
to forestall such a development, Ydigoras wanted to believe and did believe as 
that we would heed a large part of his requests for $95 million dollars in e. 


n 

ws 

te 

= 
=2% 1. The question of how to help maintain President Ydigoras in office for — 
zw his full term and of how, in so doing, to easure his succession by elements 
= friendly to or willing to work with, rather than against the United States. 
<o; 
= 2. The leftist swing of popular sentin-nt in Guatemala, and the problem 
Se of growing cammnist and pro-conmmunist activity. 
a iu 
x - 3. The "Arevalo Problem." 
ua = 

a) ‘ rr 
S = 2 4. Inter-American Highway > 
ead P 
ge $ 1. YDIOuRAS: port 
= S Ydigoras has not forgotten nor been allowed to forget We wore lukewarm toward 
i bd hic plans to reach the Presidency of Guatemala in 19°), 1957 and 1958. He 
: © 

uw 


loans. Perhaps this belief was encoureged by the fact that his submissions 
,>, Were prepared with the assistance of Americans whom the Guatemalans consider | 
\’ “quasi official", i.e, Klein & Saks experts. » Posi 


It now becomes apparent that in announcing that Guatemala wantec to shift 
fran grants to loans Ydicoras did not mean quite what he said. He was play- an 
ing up to growing nationalist sentiments an expected us to play alon- with aw 
him. His subsequent resentment over the "relatively high" interest rate az- 
signed to the rubber development ioan indicates he nad hoped for token interest 


rates that would have turned grants only tecnnically into loans. It mst be ; 
/‘/' vTecognized that Clemente MARROQUIN Rojas! .oud complaints thet United States he 


aia is a "natinnal shame" have wide appeal even to persons who feel that 
; United States aid mst be contimmed.) These people tiiercfore look for ways to a 
“Y remove the stigma attached to aid (i.e. the supposed subservience that it 

imposes on Guatemalan governments), as minimim intervst rates and the transfer 

to Quatemalans of major authority for the administration of such sid. 
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~~ This memorandum, drafted by Gorrell, bears the following notation by 


Rubottom: "A very good paper." 


~ Mallory was in Washington for consultations, June 16-29, 1959. For 
these consultations, he wrote: a l6=page situation report, June 12, in which 
he reviewed events in Guatemala and requested zuidance on whether or not to 
help wicores stay in office. The covering memorandum bears Rubdottom's 
notation: "An excellent paper, Read during meeting 6/16." “pe Files, 
Lot 61 D 73, "Guatemala") ‘lo memorandum of conversation on Mallory's 
June 16th meeting «ith Runottom was found, but see infra for a report by 


Mallory on the meeting. 


2/ 
4 report on Guatemala by the consultine firm of Klein and Saks is in 


decimal file f1),00/2-2PS&, In a memorandum of a conversation with Ambassador 
Antillon on June 10, Assistant Secretary Kubottom pointed out that more than 

330 million of the Guatemalan reaquest for loans was for assistance to a housing 
program, and “overall policy made it impossible to satisfy Guatemalan hopes in 


this connection, but that other ways have been and are being soucht to help 
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iiatenala find a solution to its housing proolem." (Rubottom Files, Lot 61 D 279, 
"Guatemala, 1959") 


if 


/ 
“ In a note to Foreicn Minister Unda Murillo, May 11, Me.lory asked if 


Marroquin's statements of May &, expressed the views of the Guatemalan Govern- 
ment. (Enclosure to despatch 62h from Guatemala “ity, May 13, 1959; 714.00/5-1359) 
On May 13, Mallory met with Unda Murillo who gave him a copy of a note in reply 
and then said that the statements of the Minister of Arriculture of May 8 did 
not reflect the views of the Government. (Memorandum of conversation by Mallory, 


Aré/ 
May 13, 19593 PAP Files, Lot 43 D 16, "Ambassador Lester D, Mallory: Guatemala, 


1959") 
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— who include for different reasons and vith ¥ | 
fegamaslace, so sgeiate, (for Roberto Alejos, the Sclahaen tans teethas 
Gomez, Jorge Garcia Granados and the Amrican Felix McBride, of Washington. 


eee nee ee Se ae ee ee eee 
tain fram such sources as DLF and the Eximbank are likely to be subject to 
considers high interest rates, he has been led to believe that he 
well on the private money market and therefore is testing it, in 
chat sienisensenstey be con Gemenstente he exediS Gece’, sedee 
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« Nevertheless, the cold reception given to 


"\ 
g 
g 
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that their failure to satisfy Ydigoras' desires will be atributed, not to 
their own shortcomings, . ar 


Ydigoras is rweored to have said that he will do anything to prevent the 
Department from handling him "as it did Arbenz". He is quite capable, if 
lieve that such a fate is imuinent, of turning over the Government to 

he believes would give us the hardesttime in Guatemala. Che group 

that seems to be candidate for succession in such an event (and would no daib* 
_duatify the characterization of “difficult” fran our point of view) includes 
( the oon brothers,and the Arevalista (to put it mildly) Col. Carlos 

© 


tionalists and/or leftists. While toying with the 
is assuming anti-Communist postures, as in calling ODECA 
Ministers of Government together to discuss the cammminist problem and in 


Ampermebli._inagirine Congul_senerad Urrutia!s warning to the Wall St. 


on_June t left the November c e YS, | me 
ional ele the presidential elections, it will | Ae «4 
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Ydigoras is volatile and if ways could be found to support tangibly our 
yee ag et alle <element es seeks his 
ene Genes deka de ee, eae é 
His “economic development" plans cover the field from ~" 
housing, industrial 4 elopment through electrification. To bolster national : 


pride and armed forces support, he wants six B-25s, at least. For political 
~ ee eee Se ae 


In discus- 
Sing the ove question of aid, Ambassador no doubt will have strong- % 






Mall 
ly in mind the recent fracas between Clenente MOMGWIN Rojas (Minister of 
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~ See the memorandum of conversation by King, March 25, ante, p. 
i, / , 

“, Carlos Gonzalez Sigui, Private Secretary to the President of 


4 
4 
Guatemala; and Col. José Ruben Gonzalez Sigui, Guatemalan Minister of 


National Defense. 


"] 


/ During a farewell visit of Ambassador Ant illon of Guatemala on 
June 10, Assistant Secretary Rubottom told the Ambassador that Phe confirmed 
fully the expressions of admiration and friendship for President Ydigzoras 
that he voiced in December.” (Memorandum of Conversation by Gorrell in Rubottom 


Files, Lot 61 D 279, "Guatemala, 1959")y% 
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Agriculture and "La Hora” Hditor) and USOM Lirector Uscar Powell, The Ambassador 

and Mr. Powell hive sonew.at different views on tie future of aid programs, their 

usefulness, and the general political picture. 4 Marroquin's insistence that Powell 
' and most of his staff be removed has reduced our flexibility for maneuvering. 





We should keep in mind that Ydf{poras' resentment toward the Departzent is 
currently reflected in his attitude toward other things American., Hecent new 
regulations imposed on oi] compenies patently reflect suspicion that the companies 
are plotting to hide oil ciscoveries from him and so deprive his Government of the 
means for resolving all its problems. If he esoes militantly nationalistic, it 
seems probable that the first to suffer will be American enterprises, beginning 
probably with the Empresa Electrica, and so on down the line, 


SWING TO THE LEFT: 


The Embassy has reported a marked swinw to the left in Guatemala aid Ambassa- 
dor Mallory has urged that we view this in its overall aspects, guarding against 
any inclination to see it in terms of individuals on whom hopes and fears can be 


j Pinned. ma 


The objective to be pursued development of a moderate 
erp capable of promoting a healthier social, political and economic clinate than 
has been possible under the traditional ruling classes. Unfortunately, liberal 
elements in Guatemala seam to be almost as badly split (although perhaps not so 
violently at odds) as the right. The one elesent responsible for attempting to 

hold ther together (for the time being) is the cormamnist. 





eg ee 


_ 


The Guatemalan left generally tends to te intensely nationalistic, or at least 
to value greatly the political uses of hyper-nationalism. American busiress in 
Guatemala seems likely, in certain cases, to play into the hands of demagogues and 
keep the nationalism issue alive, making our efforts .o sponsor « moderate left 
}more difficult. 


TT. wea te Boe - 


Yaf{goras' approach to the conmamists has been a source of grave concern to us, 
However, we must recomize that it has not been entirely devoid of merits, It has 
enabled him to boast of respectin< individual liberties and has reduced tensio:s, 
It nas also helped to sort the goats from the sheep, which was an almost hopeless 
task under Castillo, The return of sone prominent, fondly remembered arvencista 
exiles has deprived them of martyrs' crowns and revealed some as ordinary human 
beings who are somewhat out of step with the tines. The great defect ir Ydigoras' 
handling of the comsunist problem has been his unwillingess to clamp down on 
Clearly identified agitators and organizers. 


3 BREYALO: 


The Embassy's views about Arevalo are that we must recogiize that he is alive, 
that we cainot confidently hope that he will be run over by a truck anc that, at 
the present time, he is the only sure-fire rallying point for the bulk of Guatemalans 
x =m either because they love him or because they believe his return is inevitable, 
4 The Department recorded its views on the subject in its instruction No. A-155 of 
J May 29.) This will probably serve Aubassador Mallory as a point of departure for 
some phases of his discussions, 
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ty Powell and Mallory had a disagreement over the administration 
of the ICA program, and Powell had questioned U.S. support of Sinenes, 
but Mallory felt the United States shesle continue to support him. (Letter 
from Mallory to Stewart, May 27, 1959; OkP Files, Lot 61 D 473, “Guatemala”)¢@ 


- 


\Y The referenced instruction set forth two objectives: "(1) To 
minimize the threat to our interests if Arevalo, aman with a long anti- 
American record, should reappear on the Guatemalan political scene in the 
near future, and (2) to postpone, if possible and as long as possible, 
Arevalo's return to Guatemala and utilize the time available before a 
successor to the Ydi,oras Government must be chosen to ensure the most 


satisfactory possible succession.” (714 .00/5-2959) ig 
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be DUTER-WGRICAN HIGHWAY: 


Ambassador Mallory will probably bring us up to date on the problems connected 
with completion and surfacing of the Inter-Americen Highway in Guatemala, It might 
be interesting to discuss with him ways and means of diverting to this purpose some 
of the unexpended grant-aid money that is now earmarked for projects that do not 


interest Ydigoras, because they are identified with Castillo and might be credited 
to the MDN if carried through. 
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Memorandum from the Ambassador in Guatemala (Mallory) to the Assistant 


Secretary of State for Inter-American Affairs (Rubottom) / 


Official Use Only Washington, June 24, 1959. 


Aube kh 
A Reconsideration of Assistasce to J» icwale. 


A Sarpnay I bele in your office « iworday, June 16,, 1% was «oc Lead Sf _ 
that the policy of supporting Presidest Idfroras of Gusteusls and his | fie. 
Gover ment should be ectively pursued. .t was decided that an ay return . 
to Guatemala I should fully assure the ‘esiden. of the interest of the — 
Covernment of the United States in sup rtirg hiv. it was also ceclios 
thet 1 should seex an aporeieal of rests for loam se.ictance we w 
appraisal of the existing aid program .« the ent of >rese ting a acsiste 
ence package in such term es would a). 4> "ost attractive. i hiw cone 
sulted with seppropriste officers of AW, with officials of Lhe Levelopmont 
Loan Pend, the Precicent end officers <! the ixport-Import bank, 1. vith .. - 
officials of the International Cooperation Acsinistration. Subject te S 
your approval, the following package har been acrecd to: > i 


le The LLP wilt Couple. Getails cn the .) Gilijon rubsar 2. 69 Be 


e@cxiristered throup: the bak of Gunte: “i: af. , tale con’ Slo, \ is Se \ aa 
Agreetent ti..t rubber tcehnicians may * cul tule o tha staff S 240 ’ 
for > moore of providing welmieal vier «. scciste ce it t u's 


2. The Exinbank fe completing oo: vidersilce of the request «: the 
Government of Gastezala for a loan of «5 millia. for infustrialic. Lon 
projects to be made to the Bark eof Oustwals, tio colebed has 4. orien 
we to ctate to President Yoefgoras thst coori> retin of this lean is well 
edvuz.ced, tnat there aro certain funct.o ol rests: ¢ on lich they .ieh sues 
information, end request thet Ur. Airdn, hee of i). Sank of Custeuus, wy. 
come Lo «asliagton opportunely fer this purpece., — ‘ 


3. It has bec: azreed that ai afier Le wwe tt) iresidant Tc! crass ts 
re-progras the special asalstsesce Ames rrsinin worm, tual le, le 
so-called pipelire. it is realized th.! a5 « wactita. gather oun. «bli 
reaaian unchenged but toere is an spout of perh vo 68 . 265 allicos wt to 
can be resoved fros present projects a.. .lsce! i. out? projects, whether 


aa 


new or olé, wiich will mrovice sows po.itisu. Siirect. © the President, 


4. in this cowiection, I intend to Lift tow sree. ‘out, al. magh it 
may mot be entirely in eecordance with the facts, Wet Wie  epertincat of 
State has been helpful is not having & repossession of funds made on the 
Virteally nem-operative Rural Development Proyran. 


Ce) 


The source text is ar unsigned carbon copy. 
NO memorandum of thie conversation was found. 


See fo ) } _¥ es 
f otnote to the memorandum by King, March 23. 19 ”, ante, Pp « ‘ 


; » 


, 
} : ~ : & ; 
Ex imbank authorized | +. million credit, December 4 
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(1) 
15, 


The notes under reference 


30, 1958, as amended. 


“/ By notes to Guatemalan guthorities, July 8, the United States 


- 
/ 
were enclosed with despatch AF from Guatemala City, July 9, 1959. 


Agreement for a Cooperative Agriculture Program, Jan, 20, 1955, as 
amended; and (2) Agreements for Agricultural Development, Feb. 


terminated the following agreements, effective Aug. 31, 1959: 


1957, and Apr. 
(814. 00-TA/7-959) 
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ning from consultations in Washington, Mallory resumed 


charag« f the Eebassy in Guatemala on June 30. 


Reference is to the revised program of aid to Guatemala submitted 


by Mallory in his memorandum to Rubottom, Jum * supra. 
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lis in each ae of June W, discussi ‘ L.vited as to es of the | 
| items cui question was raised as t t chs € t resi 1S aud 
his Government might wish to make i he oro rane 


The most extensive discussion occurred under the heading of 
Rural Development. This likewise has the largest amount of fun's 
remaining, amounting to over $7 million. The President spoke at 
very considerable length contending that land distribution, or 
the cromise thereof, is a principal weanon of the Yommunists or 
leftists, that nothine in this rsp :tv had been done vy his in- 
media.c predeccssors and thet scme vitality ..ust be civen the pro- 
grom even at the expense of handing out smell parcels of land. He 
maintained that land ownership was a principal deterrent to Com- 


munist ideolcgy. He agreed that the kind of land distribution or 
land resettlement with which the United States has assisted is im- 


portant in the long run and in raisins the  -roductive level of 
Guatemala. “owever, he felt that urgent distribution of small 
tracts was needed on @ political basis. Aft -r he hed finished arn 
before the heal of the Agrarian Depertrent could reply, the .in- 








ister of Agriculture took the floor and by * 1 clock spok or lu 
minutes. This discussion has Veen avtly ucscribeca as a stistainec 


*~ 


tirade camning the rural development | Progra: , Americen tech iclans, 

the direction of U.S. aid in Guaterela, Tnproper budgetary practices 
of the Guatemalan Government, a defense of Indian farming practices 

and practically everything else in the Look except a defense of ox- 

carts. iis statement, if such it may ic called, wus creetel by 
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<>, others »resent with a mixture of curicsil; und amazerent. te fine 
— ished without eny cormuonts by the Presi ic or anyone clse p.ecornt. 
ae Atverpt was nage to pro ress to the next ite on the a ende when 
- Colonel] reralta, head ol the Agrarics eparl: cat, . aft S 
«= insisterce, was able wo jct the Presi eit’: rmlSclow to sieak in 
- 2 defense of the Rural Developr.cnt Prceora.. ‘this he sid at : ie — 
. . 
— length refuting many points brought up by Lic. Clemente harroquin “A 
 & Rojas, the Minister of Acriculture, Thon this was over, tie Fresi- et 
. — . = . t& > ‘ 
~ = dent still made no coment, efore the day was finished, it loo .d 
2S os though the Prosiucnt wes acting a. uuplre between thc unruly meine yon by 
<5 bers of his family, includins a slirhily weac-minded me. bor thereof. 
On " 
Se "79 4) YD « _* : - je ? ’ a _ «4 ." - 
- oO 7 J -' i’ S&S) cCCy v0 wii r pr ‘) \.ve wee bu ! 2 ab je \ t 4 . Va al 
uF essistar.co, such as lousing, waleria eradic: tion, envirumuw ‘al y 
dl | ’ ae | el , a 
sernitation, et.cation, public safety, co Ly selfehelp, tx 
voric As Inlover: > S| Ot e in t iP'Tl.e * ch Cy; wit j ] he . »l; t .* - 
much satisficd with the program and dem.o3sirated recl. tance oc’ 
givins uso en: of their funds for the use of ly OfN 2 ro: ve ‘? 
Certein dor buawi ile and revealim: disc Lea nsuei, Jor exw ple, ; 
tic deciravility oi onbining work in envir entel csanitaricn 6 
with water sup lies in the J.Lual ntr: Pr icati nid wold 
Works i: rucr to aveld any duplLis torte j tLe 
Sincuscicu these several orogram: the «lulster of in@scey de- 4 
livered han eli oO; a roth: r L wu htl ‘ul, out ut ne ‘ . b) tw very ~~ 
sienuaun, abba ck on oll heads of pro ects, stutin: that they had - 
feiled to provide him with data as requirea, that he dil not heve 
’ ‘ 
’ ‘ 
ee — — ' 
‘ ( , 
julio Prado Garcia Salas, Minister of Finance and Public ’ 
’ Credit. 
‘ 
, 
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| meteriai for the budg.t, tilat he hei ‘ouns 3ir-enmeala was far in 
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arrears on its contrivutions, that Siovlu assixt the .inistry | 
- . ’ “- : - , 
Ou hyp Behe ice, etc. ] @uc. sid . 64VU CG sc L " = essigat! sl weaa 


epperentiy is well merited. ine ail tor went so far as to state 
that in the past when the Ministry of Finance had need for data 
on the sid program and joint expenditures that he had to take the 
emberrassing route of asking the Americans for it. 





the Ambassador then turned to the technical assistance progran, 


stetincs that this operates cn an amiusl vcasis rather than as oart 
of any longer term or pipeline fund, such es night be true cof special 
assistance, jith respcct to the sev miitistries iavolved, he 


thought that tne programs could continue along the same gencral 
lines as they appeared to be desirable md to mect needs, «sith 
respect to agriculture, however, it sad become apparent that this 
propram no loncer met the pursoses cf the two governments. He 
thought it better that all ectivities ve iaadled unilateraily by) 
the Ministry of A:riculture and, therefore otice of tern luation 





’ 
of U.S. participation on SCiIDXA hed Seen «Ive, to be effect: ve 
ol _ e ie re " c, ’ , * , 7 5 } ~~ ; 
: Au ust ole sne AMDASS Wd seid bnot Rid " i not to ne be ne. ae 


tive concecrninre th se satrvers on wht: sualecr ale mir ht need tech- 

nical assistence, that it were possible, if requests were nade, cc 
that a few technicians mi be malntuined cn the staff of USOM - 
to assist in an advisory capacity. These wicht inciude, for example, b 
sore rubber techniclans to assist tiie Jjank of Guatesala which was p< ae 


op CO eo 


%. 
Te 


the agency receiving o loa or rubo.. development irom the Devel- 

oorent Loan Fund, cJimilarly, a few chiteclans micht be reiutatnead 
to helo complete the work alircady Stert i 11 the rural develupmecs 

program, suci. ren es extenslon advici«.s. ° roa, of i -Onk ol 
: lr, sicaeed asi sO 3a} c uals tech: ‘clans i : 
asked if thc Litead slates could nol selso coutinue to nak Vula- 


—- 
ment of the preduction of Kenaf fiber and a bas factory. was S 
indicated thet this rirht be possible. Colcenel Peralte . .cate 
that th. Agrerian Depertment would be interested in som assistur.ce 
from extenslon technicicns. We. 


ebie the services of a pathologist in connection with the est eb)! a- 


ie 
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wes ' m 3 3 Ou & L tt l ’ intletléers State it 
chen cs the: ished Lo have in th ° Ge beines 1 dircct 
requcsts ut t! » it i individuel winlsters 
and. 9m Gls | ev liowln: d it) re i - 
bate Powell, i - ylxenores, ru lu cralan Governe 


ment, to review the provrams in detail. 
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| The meeting wes useful as it provided a cubstantial cleorin, Ss 
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of the sir. it vcrovideu en onportur 'ty iacine the respousi-g 
° bility for futwre conduct of the pr wan, or Chan;es thereor, | 
squerely on the President and his sSters. it settled t 


question of the Agriculture orogram in the obcst possible form, 


It is not expected that very substantial chanres will occur 
in the aid prosram, except for agriculture. There may be scre 
shiftin- about to make it apport more a@vtracvive to the present 
ceovernnent as coth an administrative end « »vlitical exercise, 
this all appears to hve bee, necessrry and substantially worth- 


¥ 
while. Any significant chances wiii reported. , i 
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In despatch 168 of September 21,, reported the following alloca- 
tion of assistance for fiscal year 1960: $313,000 for the Army Mission 
, including military assistance; $2,400,000 for ICA technical cooperation; 
0,000 in ICA special assistance for the Public Safety Program; and $3,500,000 
' 
for the construction of the Inter-American Highway. (714.5-MSP/9-2159). 
' 
; 
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Editorial “ote 








In reply to a note of September 22, 1959, from Guatemalan Ambassador 
Ramirez, the Assistant Secretary of State for Economic Affairs, Thomas C. 
Mann, wrote on October 1 that the Guatemalan request for a 10,U00 ton 
quota for sugar export to the l'nited States in 1960 could not be granted 
under existing law, (i11.1i6/S-?259) During a conversation on October 
23, Jose Luis Arenas, a friend of President Yeigoras, howed Mann a let- 
ter of October 19 in which Ydigoras thanked Arenas for informacion 
that Mann intended to help o>tain an annusl quota of up to one million 
tons of surar for Guatmala, (Attachment to memorandum of conversation 

73... lier 
of October 23; f1.10/10-2359) Mann called renas',to the fact that 
there had been no mention of obtaining this quota for Guatemala, He 


reiterated his previous statements to Arenas and the Ambassador that 


no action could be taken until Con ress passed new legislation, (Ibid.) 
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Fest cory avaase—~ (GI-2L) Ty, 


ARA/OAP Files, Lot 63 D 146, “Inter¢departmental Memoranda: 


7 4 


Guatemala 1959" 


Memorandum of Conversation by the Officer in Charge of Guatemalan 


\/ Affairs (Gorrell), 


Official Use Only Washington, September 28, 1959. 


SuBJecT: Visit of Guatenalan Foreig Minister ‘ 





PARTICIPANTS: Eis Excellency Lic. Jesus Victor UNDA Nerille, Minister for Foreim az 











; Affairs of Guatezala; 
: His Eseclicnsy Col. Arturo RITIRES Pinte, subsssador of Gustezala; je.” 
Assistant Secretary mR. R. Rubottos, Jr.5 ; 
Mr. Juan L. Correll, Officer in Charge, Oustemalan Affairs. 
corres 4 2Q celr 
REA - 1, oT I.” 
; 


~ 


.| Foreign binister UNDA Murillo said he hod been re ested Ly President 

7 Ycigoraes to transsit throurh Nr. Rubottos, the "resident's .are salutations to 
President and Fre. Fisenhower. The Minister also atked th t #r. Kubottas cammusi- 
cate his own personal salutations to Secretary lerter. 
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; 


President Id{goras, the Minister saic, had also aske! his to inquire of 
Mr. Bubottos the proper channels for extending en invitation to Govern:: Mulios 
Karin of Puerto Rico to visit Guatemala, and the most effective way of doing so. 
“vr. Robotton said he would secure this inforsation and transait it through 
Ambassador Ramires Pinto. 





The Minister stated that Ouatecala is cuffering from the drop in coffee prices, | 
which has created financial problems that prevent its cynamic lrosident from doing 
' all the things he woule like to do. He expressed satisfaction at the efforts that —_ 
have been made to stabilize the coffee situition. ie mentioned in passing that a 
| Guatemala would like to becave a sugar exrovting nation but wderstands the diffi- 
culties involved in trying to have « quota sselgoed to it at the present tine. 


Mr. Rubottom expressed irtere t in hearing the | idieter's views on the politi- 
ca) situation in Guatemala, The Minister stressed the tension ettendant on the ’ 
throwing of bombs, save of which, he said, h.ve been tossed by the extreme Leftist ; 
PR, others by the extreme Hirhtist KUN, in efforte to create confusion. Same, be 
said, have hoped to force Ydfgoras to set up a dictatorship but the President has Le 
refused to do so because he is Getermined to uphold cenocracy. towever, the 





— 





The source text is an unsigned carbon copy. 
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t) The referenced speech was delivered on September 24, 1959; for 
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Telegram From the Embassy in Guatemala to the 
Department of State, October 9, 1959 (5 pages of 
source text), not declassified. (Department of State, 


Central Files) 
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611.14/11-1159 





Airgram from the Ambassador in Guatemala (Mallory) to the Department 


of State 


Confidential Guatemala City, November 11, 1959. 
a G-23/ 


YY « 

Called on President Ya?goral t re aa fer purpose saying goodby ~“ . 

and taking up contents Depaz eent*s Indteuctiors A-SS and AwS6., Cone 7 
vere@ation lasted approximate’, of* and a quaster howrs, 


~-we° 
¥ AG 


¢ 


President began by inf.-sing m« recent intelligence received fron 
\ssis*tant Chief Netional Police Mev co whow he once assisted in exile 
' anformasion on coesible ir'erventaoriet activities Caribbean Legion 
from Cubd.’ President said clans laid for three invasion attempts: one 
satemala, one Nicacagua land [oe Dominican Mepeblic. He related general 
abject Juan Jos? Acevalo stating his information Arevalo to receive 
$350,000 from Cube with hope eercreseet by Raul Castro that money would 
ot be primarily for political purpoe«e but for ailitary adventures, 
—_ W said that the Caribbean I*gi>s i¢ suppored to hawe three MIG fighters 
eds in Coste Rica./ I safd I gid oot bellewe it, Me said he didn*t either, 
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As a forerunner to hie discussion of invasion threats from Cuba, ~Y 
the President refereed to the new Cotan Ambassadorjwho be said is in WS 
c.rtect @etth gubwersice eleern*s, He eaid thise occurred to the extent 

. ‘rat the Veneryelan Awbasead. /, eh" ore sumably had been closer to the 
\ C. dem here than anyone elee bad diecuseed withnim some anxiety, He said 
"we Venewuelan| is a career Army officer and therefore deserving of d 
—~ attention and belief, Mm refrrre? to ar article to be published in BL 4 
o als ESPECTADOR of this afterr-** which apparently will point the finger of b 
d 
—- 


— 


r~ 
ae Cusation egainst the Ouban At aesad © 


President having thus Laid grevedwork for discussion re Depart- 
ment desizes, I dilated eater’ aively on Avewale, pointing out his arrival 
prysically or to peli cal p wer inp Guatemala would be nothing short of 
G sastrous, From there discursion developed into activities of MDN, of 
PR and splinter parties of icit with President stating fiatiy Arevalo 

. ‘© arrival would not only take ovexe entire far left, but most of PR 


ard a considerable portion President's cwn Party Redencion, who would fe 
=~ “vt of feat. w 


aA AOM 
pram YZ nea” AMAA 
PERMANENT © 


o RBOORP COrY © Thies copy must be retur-«d to RM R central! fites with netation of action-tak. 
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“Now. 10. The airgram was prepared on that day. 


* 
<., In airgram A-55 of November 5, the Department of State instructed 
the Embassy in Guatemala as follows: “It would appear desirable, therefore, 


7 
to plant in Ydigoras the thought that there is little basic difference 


between the ideals and programs voiced by him and by the Part ido. R evolucionario 
leadership, and that it would be in the mutual party and national interest to 
enter into a tacit working relationship, in anticipation of the December 
elections and their results.” (611.14/11-559). 

In airgram A-56 of November 5, the Department of State instructed 
Ambassador Mallory to assure President Ydigoras of U.S. readiness to 
cooperate with his Government in elaborating and implementing programs intended 


to place Guatemala firmly on the road to stability within a democratic systen.” 


(611.14/11-559). 
. Antonio Rodriguez Echazabal. 
Brig. Gen. Rafael Virgilio Vivas. 


The referenced article, which appeared in the Nov. 11 issue of 


El Espectador, is quoted in airgram G-25 from Guatemala City, Nov. 14, 1959. 





(611.14/11-1459). 
The Guatemalan charges of Cuban support of efforts to overthrow 
the Yd {goras Government yas aired in a special meeting of the Council of the 
For feyt af “62 


Organization of American States on Dec. 5, 1959. , rote to the Chairman of 


~~ Lee 
the Council of the OAS from the Representative of Guatemala; ,OEA Ser. G/V 


Oe 
C-d-781 (English), 3 December 19594 read by the Representative of Guatemala 
Spec ial 
at the/Council meeting§ on December Sy The Cuban Representative to the OAS 


tert: o 
denied the charges. . {Statement made by Ambassador Levi Marrero Artiles, 


Representative of Guba, in the special meeting of the Council of the OAS on 
ili 


5 December 1959; OEA Ser. G/V C-d-782 (Spanish). 
A ~~ 


, 
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some -@cderehi ~ 

seiataln in working reiati P over PR, it x 
moderate left at m ee n0e-Coneearye’” deast MONCOMPative Situation with a . 
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88 Biishti 
with conditions of thetpnent ana in view Pees y modified by Embassy to fit in 


+ NOWEVEL, read whole unen 
t doc 
Gestion: east t woud judge to se at least 20 minutes 
fron time to tine to 7 ee ee {ndivicuel woras jn “nglish, He » 
tlenificance, ite mace perticuler pointe wnich 





7 
YY Ia airgram G-25, cited five, Mallory reported that Ydigoras stated 


on Nov. 10 that he had refused to talk with the mow Leaders in the presence 


of the 1958 wpn Presidential candiate, Crus. 


. 


~w Not found in Department of State files. 
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814 .235/1-2860 
Letter from the Assistant Secretary of State for Economic Affairs 


(Mann) to the President of Guatemala (Ydigoras), j 


Washington, January 28, 1960. 


y 
/ 


Dear Mr. President: 7 


=! 


err r 


Peruit as to express to Your Excellency ay sincere ; 
thanks for Your Excellency's letter of December 15, 1959, / A / 
concerning Mr. Arenas’ proposal for increasing Guatemala's 
share in the United States sugar market. 
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I had the pleasure of speaking in very generel terms 
with Mr. Arenas on this subject sowe time ago.) I explained 
then that the allocation of foreign sugar quotes was made by 
Act of Congress which does not expire wntil the end of this 
year. I also explained that in 1900 the Congress would 
doubtless consider in what form the Sugar Act should be 
extended and that it would not be profitable to speculate 
in advance on what the decision of the Congress would be 
I did observe that on the lest two occasions Congress had 
extended the Suger Act, email increeses were given to the 
full duty countries and if, as « result of the verious 
economic factors involved, it slould develop that emall 
increases in quotas for the full duty countries could be 
made again, | wes confident that Guatemala’s desire for an 
increased participation in the United States warket would 
be given every consideration. Perhaps this latter statemen: 
was taken by Mr. Arenas out of context with the other ; 
statements. . 
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No figures wore wentioned in these conversations. I aa 
confident Your Excellency will agree that not only is it 
uncertain that any quote changes wiil be made in the Sugar 
Act but that, if made, it is wilikely they will even epproach 
in magnitude the figure which Mr. Arenas has suggested.» 

aR ry in the past, changes in United states comercial 
- ‘ |tpelicy dictated by changing economic factors have been 


_ ae 
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na Sues 
\ \ Excellency 
<>- General Miguel Ydigoras Fyentes, 


President of the Republic of Guatemala. 
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gradual and moderate and they have taken into account the 


desire of the United States Government to promote the economic 
progress of all of the free world. 








The United States shares your concern about the dependence 
of the economies of Guatemala and a large number of other 
countries on coffee. It is for this reason that we have 
supported the efforts of the coffee exporting countries to 
prevent severe and harmful price fluctuation in the price a 
of coffee and, at the same time, helped to promote 4 more Sh 
diversified agricultural and industriel production thmgh ie 
such techniques as technical assistance, the expansion of 
lending facilities and trade and the creation of common 
markets cons/stent with GATT principles. I venture to hope 
that Your Excellency shares wy optimism that these coopera- 
tive measures will, with the measures taken by other countries, 
contribute to sustained economic progress throughout the 
hemisphere. 


IN 


OF THE UNITED STATES" 
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rd 

-- J have very risssant menories of my recent residence 

< { in Guatemala,and vf .ine Guatemalan people whom I had the 

se } pleasure of meeting. We shall continue to seek better ways 

> to make our own cooperation more effective and to wish for 

- the happiness and prosperity of the Guatemalan people and 

rae their Government, including especially Your Excellency. =a 

a In conclusion may I express to your Excellency the t- 

= assurances of my highest esteen. e. 

o = Sincerely yours, ie 

: So ae 
Thomas C. Mann 





Mann had served as Counselor of the Embassy in Guatemala, 


1954-1955. 
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714 ,5622/2-2060 


letter from the Assistant Secretary of Defense for International 


Security Affairs (Irwin) to the Under Secretary of State (Dillon) 


Secret Washington, February 20, 1960. 





Dear Mr. Dillon: 


The Department of State autaorized the sale of six B-26 j 
aircraft to Guatemsla in December 1958./ Although the aircraft VA 
(configured as one VIP type, one to-reconnaissance type, and 

four light bomber type), have been carmarked for one year, 

implementation of the 1958 decision has been in a Department of 

State deferred status due to the tensions in tic Caribbean and 

the Mexican-Guatemmlen shrimp boat incident. On 23 December 195., 

the Department of State reversed its 1955 decis'on to authorize 

the sale of these aircraft to Guatemle., Neanwhile, during the \F 
past year, the U.S. Air Force has urged reconsideration of the 

decision to defer implementation of thie sale. The Guatemalan 

Air Force has also cortinually indicated great interest in 

obtaining these aircraft. 
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Zhe Department of Defense is coacerned with the apparent 
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guiteble to their needs and belicyos thet unl 3s the Department 


OF THE UNITED STATES” 


'z\ 





) 


of State reconsiders its ©) December 105) disapproval of the sals 


ot these gircratt, there is a dictiast possibility that Guatemale 

my initiate negot ations for the purchase of comparable (or. 

better) aircraft frozm European or ocher sources. Although the 
/ United States Govermwsent has successfully prevented the sale by 
England and Italy of jet aircraft to Cuba and the Dominican » 
Republic, it is not unrealistic to consider that efforts by those 
nations to obtain ums will continuc. Guetemala may also be 
expected to join in the search for crms from Continental sources. : 
Furthermore, as tae U. S. Military Assistance Program rakes Laer 

he U. S. cannot always 
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vallable modern aircraft for our allics, t 
count on diplomatic representation to prevent the cale of curplcs 
eircraft by these countries as well as by non-Western .rientcd 
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The authorization wa contained in a memorandum from the Department 


of State to the Department of Defense, December 5, 1958; 714.5622/9=25F, 


The document of December 23, 195°, under reference was not found, 
Notation on a me~orandum of conversation by Richard 3, Owen of the Office 
Cariboean anc Mexican Affairs on the sale of 8-26 aircraft to Guatemala 
reads as follows: "12/17/S5° - Subject was discussed at staff meeting 
tris morning. Mr. Rubottom said that approval of sale to Guatemala 
should be withheld for the time being in view of our efforts to enlist 
cooperation of Italian Government and other supplier nations in controlling 
arms traffic to Caribbean. Mearwhile, aircraft should continue to be earmarked 


~ 


for Guatemala in case of possible release at a later date." (71);.5622 12-1659) 
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The six aircraft selected for sale to Guatemala have been demiiiterizce 














” Y 

Gor Jana could not be armed without extensive modification. , = 
y > » » . 
_In consideration of the above, it would be appreciated if the Derart- 
ment of State would reconsider its decision of 23 December 1959 to canc | 

\ / the sale of B-26 aircraft to Guatemala. Y 

" c , 

’ 
/ Sincerely yours, 





——_—- 
# —s 
° j. Jl , 
vA JI ater Vi « T1a*ete 4 
& 





ATIONS OF THE UNITED STATES” 
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\V For the reply to this letter, see footnote 7 to the memo- 


randum from Rubottom to Merchant, Apr. 4, 1960, infra. 
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Rubottom-Mann Files, Lot 62 D 418, “Guatemala, 1960" 
Memorandum from the Assistant Secretary of State for Inter-American 
Affairs (Rubottom) to the Under Secretary of State for Political 


\ 
Affairs (Merchant) V 


Confidential Washington, April 4, 1960. 





Subjects Caribbean Arvs Policy: Sale of Surplos B26 Borbers to the 
Governrent of Guatemala 


Discupssons 


Our Caribbean arnus policy evolved out of increasing tensions in 
the arca ani the threat of Cuben arcrescion ereinst other countrics 
in tho Caribbean area, It was shaped in part aloo by other develop- 
ments, anonc then ao break in relations between the Governments of 
Mexico amd Ouaterala as a result of the rachino-vunning by the 
Guatemalan Air Force on December 31, 1758, of a munber of Maxican 
ohrinp-fishing boate that had ignored orders to leave Guatemalan 
waters. As a result of this particular incident, wo were asked by 
the Mexican Government to withhold delivery of < munber of surplus 
dord litarized De26 bombers that we hel acreed on Decomber 5, 19°55, 
to sell to the Government of Guatesala, Althou~: we had already 
notified the Governnent of Guaterala orclly that it could scm a 
toam to inopect the planes, we acemic.! to the icerican request, nrv lie 
cath.: curcension of sale arrangeciuts, in our c.nversations with tie 
Quatemalens, on the then notable increase in Caribbean tensions, = 
Although Mexico and Guatemala patched up thotr differences in Septerber, z= 


Pw 


hea 
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1959, we were forced to continue to ipncre Guatormlan pleas to offect 

sale of the 8-26 bombers in the interest of seourlns Brilich coor re 

ation in restricting arms shipments to the Caribbean area, Tho 

Guatemalan Governzent has contirmed to press for deliver, of tho 

planes in qiostion, These cirounstances have servod to irritate * 
our relations with Ountemala and to woaken the influence of our arned 4 
forces with the Oustemlan military. re 


Qne of the basic reasons for wanting to sell the De? planes to 
the Governnent of Guatenmla io to provent it fron shopping elsew. re 
for armaments that it neods to replace depletoad equipment. Tha maintoe 
nance of Guatemalan reliance on Amoricen eminwnt is eosential to our 
retention of influence over its military, Preceitont Ydicoras, in 
Jermary, let it be know that, should he heve to shop elecwhore for 
planes, he would probably have to entruct trainin: of his air force 
to other than a United States mission, Such a mive would cissipate , 
yoars-lon; efforts to osteblish close and frienily ties with the me 
Quatemalan military, whose influence in local politics is traditio.,al, onl 
The Departnent of Defense feels very strongly in this connection, ent ot 
@ corrunication to that effect was addressed to the Unier Secretary 

C4 of State by the Second Assistant Secretary of Defense on February 29, 
& 1960, (TAD A). j —TTr 
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Coedrafted by Owen and Gorrell. The source text is an unsigned 


carbon copy. 


/ Mot filed with the source text, but printed supra. 
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2. That you sign the attached letter (TAB C) to Ir. Irwia Anforring *. 
hin that we have decided to sell the De26e to Custemla..—-—— — SF 
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\Y / The source text contains no indication of the Under Secretary's 


action on these recommendations. 


5 


v/ The British Embassy in Washington, having been informed of the 


decision in favor of the sale, requested the Department of State to limit 
’ Cs. G. ad 
delivery to two B-26s. (Letter from brown to Edwin S. Vallon, Deputy 


Director, Office of Caribbean Affairs, April 15; 714.5622/4-1560). 


ly Not attached to the sour text. Merchant’s letter to Irwin, 
April 6, reads as follows: "I regret that we have taken so long in replying 
to your letter of February 20 to Under Secretary Dillon regarding the sale 
f B-26 aircraft to Guatemala. We have gone through a greaf deal of soul* 
searching on the question and now I am happy to inform you that this Depart- 
ment is prepared to authorize the sale of the aircrafc.” (714.5622/2-2060). 
Department of State authorization of the sale of eight B-26 aircraft to 
Guatemala was contained in a memorandum of April 27 to the Department of 
/ 
Defense. (714.5622/4-2760). President Ydigoras agreed to the offer on the 
273 714.,5622/4-2760). 


same day. (Telegram 436 from Guatemala City, April 
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714,5-MSP/5-2660 





1 / 
Telegram from the Secretary of State to the Embassy in Guatemala \/ 


Official Use Only Washington, May 26, 1960--6:34 p.m. 
482. 





| } Cruz Salazar now in Washington trying to prevent substitution of long tern | 





_ | loan to Guatemala for grant aid he hoped to obtain through Congressional. action. 
ef | Guatemalan Chargé yesterday made similar representations to us in Ydfgoras'. 
=a! name saying Precident had heard interest-bearing fifteen year loan was envi- 
ez. | sioned instead of grant aid and that he considered terus ONT OUS. ) Cruz pres Sf 
a = | argument grant aid indispensable for psycholo,sical reasons to demon trate 
-% ; | strong USG approval Ydfgoras administration. g wy 
vw) 
= ef : We have told Cruz and Guatemalan Chargé that while stron ly desiring to rected 
F | help Guatemala resolve its current financial difficulties we cannct honestly 
<3 é regard its problems as drastic in same sense as bolivia and Haiti, only crant@) 
Se r _ aid recipients, nor nore serious than those of several other Latin Americen . - = 
’ | countries. Accordingly, we could not justify maxing Guatemala exception to B iF 
| firm policy of restricting grant aid to emergency conditions, To do so, we S e 
| have explained, would involve Department in serivus difficulties with other ~\ 
Wil can argue forcefui.y they are entitled to as much consideration “ss 
| as Cuatepala. we also pointed out anti-Id{voras elements would seize on erant ; 
4 ‘aid at this time as alleged evidence his laudable position on Cuba was sell- es 
1 out to Ud, c- ao 


‘ ' . a” 
ot + < ooo ° | 


it~. Srud and Chargé were told yestorday final epproval of $3.5 million ad mn 


es 


Sein 


| 


Drafted by Gorrell and signed by Rubottom. 


’ . 4 vous 
4 memorandum of conversation by Gorrell on Cruz's meet ine with Stewart, 


May 25, is in decimal file 114. 5=MSP/5=-2560. 


‘ > 4 " 
The memorandum of this conversation between Lacuz and Stewart, 


May 25, is in decimal fils 714.5-MSP/5-2560. 




















EE 
- long-term loan to Guatemala was imninent. Approval now has been granted and you | z 


eg 


Vv, may 80 inform Ydigoras,> Telegraphic instruction will follow with terus to be 


subject to further negotiation.) 
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Ambassador Muccio informed Ydigoras about the loan on 


(Tel. 487 from Guatemala City, May 30, 1960; 714. 5=MSP/5-3160). 


Tel. 481 to Guatemala City, May 26, 1960, authorized Ambassador 


/ 
Yuccio to reply to a letter of March 31 from Gustavo Miron Porras, Pres ident 


of the Bank of Guatemala, with an ofter « . 1.> million long-term lean to 


Guatemala and by agreeing to earmark quetzal proceeds from a COC Wheat 


Credit as the Guatemalan contribution toward ioint projiects dur ing the .? 


mont! per iod bew inn iny lu L's l, 1961. (714, 5=MSP/5=-27660). Tt loan agree- 


ment was signed on Jun s in Department 


rf tate file 714, >=! 
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Rubottom-Mann Files, Lot 62 D 418, “Guatemala 1960" 

Memorandum from the Director of the Office of Central American and 

Panamanian Affairs (Stewart) to the Assistant Secretary of State 


for Inter-American Affairs (Rubottom), | 


Confidential Washington, July 26, 1960. 


. ,* ‘ > " 
ites PET AO br ‘ Vcr" e2. 

Guatemalan Lituation | aan TT’ 6 

ihe tense sgiteat.on Liat has developed in a” wa, luinatins in 


declaration of a ‘state of siere",,requires, « Leliceve, a new iook at ou 
ss ’ , 


approach to President Ydigoras' repeated calls for financial assistance, aaa 
Tdircoras has handled his politics “ith excentional astwteness axd it ad 

can be arrved that his “soft” policy tewud the left, for witch he pas = 

been censured by sow sectors, ‘\as dom muc! » redoee class tous S in 

that country, ad has served to sort the she ': v4 ae in left- 

ofeconter political orea Wiich, wonder Castille Airs, tended to be lu wer 

teret.w? as “orrzyamict”. ror Wiis, MAS IOCCIVu Sve 1 eecorniti nh, 7 

the other hw, his “soft” olicy Khwarde Lic co nury's ecunonic anc finacial 

problons has ceused considerable concern to Ue (cparteen. and other araicies ie 

in essence, the attitude has becn that Yaliroras has not acted adequately on i 

te excellent advice he has received for pliaciny Wwatenala's ccono,y ad 

finances on a smownd basis. ie has not, for cxa™le, pressed with we force- = 

fulness the adonrtion of such mrasures ac broader inceme-lax covers « and a 0 

reevaluation of properticos for tax rut OB. ) tLe aSew pticn U.at Vdiroras - 

could assite 49 ‘Overment adequate revenues Ly atoptine orch ean. os, 5 

md that Guevenala’s budretat robles crwld be 3 lved mW rel: \sve fe 


: 


| ars: | \ «to by rec ’ of ‘ private 


F CDOtMAL), | wtewntel-ict tes » 
rocormended in June the rrant of a $j,‘ 


“iliicn loa to Wuaterala tron Ab 


funds, wiich would enable Juatenala to make its counterpart contriwmtion . 
to ICA projects aid Uius ect these uncer way, an! that facilities be given r. 
the %O for utilization of weet a-remwnt reviwes, Toerve, il was _ 
recomended, should suffice to keep Ue wale. itwalion under control. Se 
The 23.5 siilion loan was sirned throw, Axle nwdune 7¥, e@ were at : 
Une tine quive firm, in answering Com ressicnual ingeiries, in saying we be- 
lieved these scasures were sufficient & esalisiy Juatenala'r reasonable - 
meds, an! *r-osed rrant aid, Neamiédle, we enc: urared ; enent : 
promptly to Lf mid <ximbank r-quests for leans te finance 1ojeci« ine 
lenge to stimulate the counury's coonmy aul « Oy a ieelin’ G1 ootinign, 
These arrangescnts were :cceived sith :4r.e Lack o. entiwelr by 
puatenalan authorities. Ambassador Alejor re sirod th it wag « his 
povernmont needed, .m 19.0, ont not in the yea , years COMM « rer ident 
Idiroras made the care poith very stron ly in on informal « tu br, 1 
ailiory,) warnine nat eccecs to acoquate funds ' t determine ‘ coc us 
of tis efforts te control leftist avitavion. Al assador alejos bh ecn } 
extrenmaly active in presemiinr, docuat cing, and sessing for approval of 
two road-buildinr loan applications now Lefore ile, but has repeatedly ex- = 
pressed dimay at the apparent unlikelinood Uiat cally action on them could - 
be hoped for, mwch irss anticipated, = 
-_ 
‘* : 
. 
>. * ° 
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Drafted by Gorrell. The source text is an unsigned carbon 





copy. 
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The Country Tear in Gustenala, in evaleatin, the present tensicas 
there, recommended on July 25 that, in order to encourare conservative and 
non-Castro, non-communist elezents toward unity, approval of the ULF Bio 
Hondo Loan arplication eutaitted to DLF should be announced ixcuediately 
as a catalytic act to encourage and bolster conservative elenents. ; — 


in reviewing the Gustesalen siturtion, we feel that, should current 
agitetion result in Idf{roras’ overthrow ond in a take-over by pro<astro 
elecents, the Departeent will be subjected to inte se and plausible criti- 
cies, along the lines thet it has been penny wise ani pound foolish, It 
is superfluous usier the circusstances to argue in favor of the positions 
we have taken thus far. Attecks on this position would probably center on 
the thene that we have been warned perristentl, t:*, anless large suns of 
cash could be furnished Juatetala to enable it ts bri: « itself up to date 
in the payout of its obligations <= most notably of wages to Sovernment 


employees and school teachers -— extreuist acitators woulu stimulate resultin; 


warest to resuscitate novlalecla fur "to gol ol 4ays" of Arveuws. ‘oe have 
been warne! tht, a3 lone ss the 3G le hel’ to o9 austerlt” prowa: in the 
interests of financial stability, asd can sot unmlertake public works either 
to absord wesployamt or to satisfy expanding p»muluer terant for greater 
living amecities, the pro astro and comusist agitators will have an alsost 
obstacle-free field for operation. The charze would be leveled al us that 
we have wlorestinated the political dangers of Lhe sostal-economle problems 
surrosriitg Guatemala's cas stortage, ard incisted on adopting an orthodox, 
business-like approach to an abnormal situslion, with resulting lisestrous 
Corse ;uences. 


The political realities are that wn: catress left hw received net only 
soral but financial and, reportedly, tangible encourageseut in the fore of 
weapons, from Cyba; that the adoption by Idigoras, in recent months, of « 
somewhat harder posture Vowar tue left bas anited extreme leftist elencnts, 
and that the recent Lhrushchev slatesants on Cul'e! states Interference fa 
Cuba, while alarming and rallyin, bo our cv sure significant formerly 
critical iefi-ol-center elements, has slew weloubtelly given increase! con- 
fidence ani power of conviction te agitators. These took alvaitage of a 
ginor strike of Social Seewity wrkers in Jawary to stir up das notrations. 
sheress that effort wes chortelived, t'.: sane agitators nove had fw pore 
spectacular success {no bulliing up 4 ainor student grievance into a teachers’ 
strike that has lasted well eure than 4 month aad, in conjunction «ith 
terrorist ectivities (i.e. bow turowlaz), has whipped Susteuala ito a state 
of extreme tension, alara and pessimisa, Aitnou.) it see ww possible that 
the extrene left bas now overplayed its haw, anu altoough Idf{poras appears 
to have played ais caris with his charntteristic astuteness, (usin, a much 
lie'iter touch than aoct persons te the ridit of center wouid like) reporte 
indicate that the left, sow well organssed aw directed («ith on oa 
of the Arbenz regime now congregated is Habana),«lll continue to t eve. 
the most insigificant incidests to create m Aupossible situation. We 
eanncot therefore afford to go on the assurption that Idf{goras will evecess- 
fully outaaneuver all future acitaters and plotters. %e should, wo believe, 
take positive steps to help his reduce the susceptibility of the mass of 
the population to leftist blandisiments. 
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» we urge that DLF and/or Exisbank be asked to act favorably 
and expeditiously (in a matter of days, not of weeks or months) on the two 
applications for loans now pending before them. The one given top priority 
by the 6OS is for $9 mil*ion (with a foreign exchanges component of $3.6 ui)- 
lion) for the completion of a highway from Rio Hondo through Esquipules to 
the Honduran Border, The chief qualxs harbored by our people in Guatemala 
and by Exisbank revolve arowsS the possibility that such a loan would in- 
crease competition for the INCA railway and possibly finish it off. Exiabank 
particularly is concerned by the fact it refused a loa to IRCA not long ago, 
and considers iteelf exposed to critician if, on the other Rand, it were to 
facilitate competition for this Aserican concer. Hovever, the directness 
of the competition is argaesble. Prom a purely political stadpeint it way 
be regarded as wise to bolster an Awrica investact that bas lone been 
he source of infinite anti-American sentiment in Guaterala while disregard- 

ing the desirability of openin, up a larg» area Lo econonle exploitation 
had and iuorovenent, and of fostering the aim of Umtral American wilfication 
<x pursued by Ydfyoras. 


The second loan application now ponding before ULF and Rciabank is for 
food construction to the El Salvator border from “1 olin through Jalpsteguc, 
This is for $4.5 aillion, and reportedly is considered the nore visable appli- 
cation in cl daw, 
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winbak, «ich i )@ Study.ng Doth ap dicelionis, asked Avbassalor 
Ale jos for sere Cumpicte data om Lem about bev weexs ayo. Gis the personal 
orders of President Ydfsoras, the L < os .) Guatemala dropped — 
virtually all ol)er work to cascentrate om furuieiwing the desire! i: femme és 
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tion, a:d AaDbassador Alojos suvmiited it yesterday, Jaly 2). The President 
obviously wasis wo responsibility for delays in action on Siese reyuesis, 
The dives. isplicatias is thal, if astian is nol taken proaptiy, the faalt 
wiil be ours. 


LASSI? 
REIGN RELATI 


DE 


A third applicetion, which ow Bubassy contiders to have great werit, 
will reportedly ow suwiilied te DU wvckl week, we #11. nvolvy fuse 
bulldiag to the Cobin area, aimed at opening up 4iat is potentially me 
of Gustemala’a richest provinces, one eapaule of aboorbins auch of the 
teesing population of the lisila areas. 


We recommend that, if at a:l possible, the “wo applications iow being 
processed be iadied cxpedilioualy, ad ai awvuwowet of Loear sappivvel 
oe wad the @xr.ieuwt powsdule date. Tine .# derla.tcay vs Che eseonce, 
as events ary iwving Very (ao. and we Must vet ve Cau in Vie posltlen 
of having suppiled we liille tue laie. 





With Ue alu of reversiag tie trend of novtalgiw for Arbens’ day, wo o> 
sugzest also investigation of the rumored intention of the United Fruit i 
Company to dispose of its large holdings in the Tiquisale area. Reports a 
epeak of te possibility of selling these, under a Ynited votes © werent 
guaranty for UFCO, to workers’ couoperal.ves. .. i. chow! bv fuanw Vat 
there is, iu fact, disposition in JPOU to dv this, 1. would be higsuy 
Gesirable thei Loe Goma, ay ur go to Atbourte sls pdais jual ay, na te 
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develop the impression that it is not only under extremist regimes that — 
agricultural workers can aspire to acquiring owership of these valuable a 
lands. 
ee ee lle 


OAP, in making the recommendations below, fevls it necessary to point 
out that, while the loan applications described above are not considered top ass 
priority projects by Eximbank or REA, the Rio Hondo project is given No. 1 —— 
\«« . priority by President Ydfigoras. It would seem logical to give considerable & 
, weight to this fact, in view of the President's sow acknowledged political 
acumen. Ow relations with him have not been made easier by our apparent 
unwillingness to accept his own programs, which are normally predicated on 
political and sociological as well as economic considerations. It should be 
WY “he has been in office), both on the basis of progr: rus favored by United States 
experts. The $5 million rubber loan was assigned a rate of interest that has _ 
made its utilization virtually impossible. The 53.5 million subsequently lent “r- 
out of M3? funds, you will remeuber, was intended to get ICA projects under =~ 
a= 


~ % “eo 


way and did not increase Ydf{goras' flexibility of movement, 
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Recommendations: 4 





1. That you sign a letter tc be a.dressed to Mr. waugh of Tximbank, 
regucutiag urgent fovorable consideration of boul the Kio ilondo ai Bl Molino 
loan applications, and that, if necessary, you follow up this ietter with 
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personal representations. ss 
Approve t< & oi 1 aa bi 
\ od 

Disapprove <7 C) 

'y 

2. That you authorize ai approach to tho United Fruit Company concerninz an 

its plins fcr the Tigquisate area in Guatesala, . 


approvo._ a K K at » 


Lisepprove ~ +> 


r. , . 
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Reference is to the DLF agreement of August 1/7, 1959 for a loan 
of $5 million to Banco de Guatemala for rubber production and to Export- 
Import Bank authorization for a $4,840,000 credit to Banco de Guatemala on 


j 


December 4, 1959, for industrialization. 





A copy of the letter from Rubottom to Waugh, July 28, suggested in 
4 

the first recommendation, is in decimal file 814.2612/7-2860. Notation on 
the source text regarding the second recommendation states that it is "O.K. 
to inquire, subject to proper clearances re U.S. Government guarinbtees ." 
homas G. Corcoran, a lawyer in private practice with the firm Corcoran, 
Youngman and Rowe, brought the proposal to the attention of Under Secretary 
Dil- jon on October 10, and Dillon referred the matter to Assistant Secretary 


Mann. (Secretary's Memoranda of Conversation, Lot 64 D 199). No record of 


further action was found in Department of State files. 
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ARA/OAP Files, Lot 63 D 146, "Klein and Saks: Guatemala 1960" 


Memorandum senptemmconedived Conversation, by the Officer in Charge of Guatemalan 


\ a ? 
a Affairs (God frey), 


Official Use Only Washington, August 19, 1960, 
SUBJECT: Cuatemala: Visit of the Uinister of *inance il 








PARTICIPANTS: “anuel Jendfeldt, :iinister of finance of Justouala 
Francisca Fernandes, Manager of the lank of Guatumala 
Carlos Alejos, Ambassador of Guatexcla 

RiA ~ Ambassador Turkel 

OAP = kr. Higdon 

OA? = Ur. Godfrey 


carr 


: 
j 
§ 


f orp = Yr. Histon (loc) 

ry ae mies Godoy 2 (1-0) Ri) —deaosator Turkel (lece 
RLA = iar. Rosenson > —_—ze -2 

INC «6, tmiebeed, Gustasals 
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The Hinister of Finance explsinod that it had Gcen necessary for hin to 

call today instead of on | Fugust 22, az had teen scheculed, due ta the r«cessity 

f his iscodiate return 49 cuatem-la. “oe stated that bho and ur. Fornon.os had 
jast completed negstiation of a S10 million isen fre: the bank af America in 
aszociation wits the Chase Manhattan lank und other u.specifiod banks. ‘tera 
for repayuent were five yoars st 5 percent annual interest. ihe loan a,recnort 
included « provision for the aeposit of certain Sank of Guatecala doller reserves 
in the loaning banks on a 6-months call basis. ‘Tho Minister explained that funds 
fram this loan vould Lo used to liquidate outstanding fiseal o»ligutiuns, is, 
deuda flotanto. 
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the Minister stated that the SCustetalsaa Goverment had recer.tly cumlete.. its 

Plen of Kconomic Developeunt for the oorio: 1960-64.) Ne pros:eed to -rovide copies 
of this pian throuch the United States Embaszy in Cuatemala. ‘nbossaior Turkel 
observed that if external finencing would |. sousht ior any part of this plan, then 
the loan prosects should be divided into tiiroe dirforent catesorios: (1) sclr- 

* —- iquida::ng projects; (2) long tern, non-self-ligqaidating (“social”) type loan 
projects; "om (3) mixed typo, which would only be partially self-liquidating. 

4 kgbassadsor Turkel said thst we placed particular cmp.asis on private initic«tavo 
and participation of private investacnt canital tn plars for econmaic Jcvelsp sent. 
ihe Hinister replicc thet his government oqreec with this om hagis arc ‘or this 
resson Pres)dort YeSyoras has not approved the PT) project since it providud Cs 
for too much geovermment participation and cotrol. 


\) 
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VY The source text is an unsigned carbon copy. 


Not found in Department of State Files, 
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In reply to an inquiry Ly ‘xbcsusder wreel, tho kinister st«ted thet 
sorvice m the public debt now averages abo... 1C rercent of the tots] enna) 
budget. Service on the feareign debt row s..urts to only a little nore than 
71 million annually with tho major service casts goin: towards the invernel 

‘debt. Ge again esphasized that tho lean just concluded with the Berk of 
America would be used toward liquidating thu floabinz debt of approzisstely 
Q$12 million, which included overdue salartcs end othor various umpaic accoumts. 








febassador .urkel inycired if the development plan ineluceld plans for 
housing, and observed that while such projects were con endahle, all oor evail- 
sble loan resources could essily Y omploye: in Just :ousine projects. ff cuurse, 
this was tot possible but we did lovk with favor on eulr-nelp housing projects. 
Ambassedor Turkel stated that we also loox favorably on ;rojects provicinz agri- 
cultural credit to small farnerc. He citad the examples of Costa Rica and 
Colombia in pramoting successful agricultural credit programs. The Minister 
stated thet ess housing projocts wero a eocial ond political necessity even 
though econ mically thay did not deserve the sere priority as projects designed 
to increase the ccerneral coznurmic income. Fith rersré to agricultural credit, 
he said the situation in Gustemela could not be camprrei to thrt of Costa Rica 
or Cola@ubia, since such progrss af supervised <redit would liiely prove too 
expsnsive to operste in Guatemala. Ho quoted as am exazple the loan progras for 
rubber developmait, whers money hed been borrowed at 5 3/4 percent and had to be 
lomed at a maxitus of & parcent. ‘the bunks hed show little interesi in pro- 
mo*ing rubber development loans, since after deductinz costs, the banks received 
only a small return of approximately 1/2 percent. /obsssador Turkel observed, 
with reference to the rubber dcevelo;ment low., core cxisideration aight Ue given 
by Guatemala to renegotieting this loen on more fevorrble terns. 











4 > See 


imbessador ‘lejos pointed out that Prosident ‘divorces faced soccinl problons, 
both financial and fiscal, at this time am) he hoped for assistance fron the 
United States. ‘The Ambassador stated that a primary objoctive was a loan for the 
Rio Hondo highway project but it appeared that there were still certain probless 
to be resolved before the loen project could recoive further consideration. fe 
pointed out that the Rio Hands project was of much mores significance than the cio 
Molino highway ;roject since, in comparison, the Ri» livnds project would give 
local umployxent on a much larger scale. 


Sobassador Turkel assured the Guetemalen visitors that wu were realy to dve 
all possitle help to the government of President Ydjcoras. He emphasized that the 
Guateuaslans should present woll<icvelsped projects sri that the presentation 
Should show the relation of the specific prsject -» tiw overall balame of pay~ 
merts situation, both present ond future. He aiso stated we ure intercuted in 
the Contral /nerican plans for cconomic integration -nd are ;rvpared to give = 
ayapathetic considera.ion to projects relct d to this plan. He said he wished aan 
to make a special point, however, that ne cannot help with budget deficit financing. 
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* The Minister thanked ‘nbassacor Turkel for his reserks ond stated tit ho 
Clearly understood our inability to finmce Ludget ceficits. éith regard to theo 
curren’ fiscal difficultios in Guatemala, the Ministcr stated he was particularly 
interestei in reviging the revenue code and that he hoped we would be able to 
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provide expert tochniral advice for such revision. Yhile he was not interested 
in technicol assist - with regcras to ficcal adziniatration, he indicated that 
he was interested in «dvice on susinistration and argunization of the Uinistry : 
of Finance and Public Credit. 
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. destiny and that a threat from without to any one of us is a 


7 /- the most recent threat to the American system merit 
. / - jendation.> 
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Eisenhower Library, Whitman File, International File 


Letter from President Eisenhower to President Ydigoras, —————}_/// 


Washington, September 12, 1960, 


Great and Good Friend: ' 


I wish again to express my appreciation for your friendly 
letter of August twenty-third delivered personally into 4 
my hands by your Ambassador, Carlos Alejos.< I am ine NOY 
deed pleased to zenew the personal exchange of views I 

firet enjoyed with you during your visit to Washington in 

February, 1958. Your frank and comprehensive comments 

on the » resent situation in Guatemala have been studied 

with interest and sympathy by officiale of this government. 


Your letter further confirme my conviction that the countries 
in this Hemisphere face, individually and collectively, a 

very definite threat to our democratic way of life and to our 
American system that requires our constant vigilance and 
resolute action. From the very inception of our independence 
we in the Americas have recognised that we share a commen 


threat to all of us. This firm belief and our determination 
to uphold it was overwhelmingly confirmed at San Jose just 
a few days ago. Your timely efforts in alerting others to 


special commendation. 


I have noted with particular satisfaction your account of 
your efforts to provide the benefits of economic and social 
justice to the Guatemalan people without sacrificing 
democratic freedome and practices. This ie particularly 
important since it describes exactly that which distinguishes 
our system from the doctrine some now are seeking to im- 
poee in this Hemisphere. This insidious doctrine proposes 
that our peoples must relinquish their personal freedom 

and their individuality in order te achieve the material 
progress we seek. in reepense to this challenge, cour 








Delivered Sept. 21, 1960. 


Not printed; Ydigoras asked for a grant of $20 million in special 
assistance and left the details to be worked out by his Ambassador in 
Washington with a special mission from Guatemala, if necessary. (Eisenhower \ 


Library, Whitman File, International File.) 


4 
In a conversation with Secretary Herter at San Jose on August 22 


regarding the Seventh Meeting of Consultation of Ministers of Foreign Affairs, 
Guatemalan Foreign Minister Unda Murillo outlined Guatemalan difficulties with 


Cuba which Guatemala had brought to the attention of the Inter-American Peace 


Committee. (Secretary's Memoranda of Conversation, Lot 64 D 199). 





mo 3EST COPY AVAILABLE Mos, 





cs 


representatives at the meeting of the Committee of 
Twenty-One in Bogota have proposed that the forces of 
damestic action and of international cooperation working 
hand ia hand can achieve the economic and social advancee 
ment of our people without sacrificing the fundamental 

. L— humaa rights and freedoms which we have achieved and 


———_ —- 


— 
ee 


/ preserved at great costs.) As an immediate demonstraticn 
and ae tangible evidence of eur sincere devotion to this 
objective 1 recommended, and the Congress of the United 
States appreved, the authorisation of §500 million for this 


O/ parpess.) 


It would indeed be « tragedy for us all and a great triumph ) | 
for Communism if your country having once freed iteelf 
of the Communist yoke should again find that yoke re- 
imposed. You may be sure that the needs of Guatemala, 
both for the immediate and for the long term, will be given 
prompt and sympathetic attention by my Government, which 
hae responded willingly in the pest to Guatemalan needs. 

As you know, uae tote htm teeta. 
total of $9.6 million in loans and credite by the Export 
Import Bank and by the Development Loan Fund, / Active 
consideration is being given to other inn seemlie 4 ready 
filed with our lending institutions. 


Regarding your current situation, I suggest that through 
your Ambassador here in Washington you provide the 
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specific details of the needs for special assistance re- 4 \ 
ferred te in your letter tome. Ambassador Alejos has ! ; 
shown himself to be a most energetic and conscientious / \ 


representative ef your government and he is aiready wall 
acquainted with those officials charged with the respensi-« 
bility ef handling such requests and the procedures ia- 
volved. 





Again, 1 would like te aesare you of my sympathy and of 





a 
For documentation on the Committee of 21 meeting at Bogota, 





Colombia, Sept. 5-13, 1960, see ante, pp. ff. i 


Reference is to P.L. 86-735, approved Sept. 8, 1960; for text, see 


86 Stat. 74. 


In a memorandum of October 28 to Under Secretary Dillon, Milton 
Barall, Deputy Assistant Secretary of State for Inter-American Affairs, stated 
the following: “The Eximbank, in August 1960, authorized for the El Molino- 
Rio Paz Highway $2.6 million to cover the foreign currency costs and the DLF 


2.1 million to cover the estimated local currency costs. The Eximbank portion 


of the funds was provided from an allocation of a $7.5 million line of credit 
, for transportation and communications project in the Government of Guatemala's ' 
{4 ’ ’ 
. four-year investment program." 4@AP Files, Lot 63 D 146, “Financial: 
a 


Guatemala, 1960"). 
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my deep concera over the enormous difficulties you are 
facing eo resolutely. I extend to you my cordial best 
wishes for your personal health and heppinese, togethcr 
with my wish for the continued prosperity and peace with 
justice ef the Guatemalan people. 
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Memorandum of Conversation, by the Assistant Secretary of State for 


Inter-American Affairs (Mann) 


Confidential Washington, November 3, 1960. 
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At : , & 
a Anbas ador ‘lel Ss Opened the conversat.on wy extendin; ;reetinga [1 41 4 
ee ‘Tesident Ydfrorns to the President, Tne conversati:.: turned & tie cutaon of 
== , } " ‘ ‘ > 
tad bd salvador aud Avwuassacor Alesos 6tated that u at~wala iad Q@lready reco 'ised the 
= © new rerire, cre Wes sore discussion ax event .eveloprents in 5: vader. 


“bassador Aicjos then referred to tle neou of ateomala for Uudyetary SLyport 
and for lea. tor roads tere, relating this to tie robles of wnemp): rent in 
Guatemala, ‘Tie President stated that the difficulty with budretary sv ort wes 
that it mijjit create a contiming reqiirement and that be preferred to jclp with 
Gevelopment lows, There was some discussion concerning the efforts wich the _ 
Quatemalan goverment has made to balance its budret and tie Ambassador stated "* 
this was a one-time problem, The President then inquired whether thic matter was he: 
being given pro wt attention and on Mr, Manr.'s reply in the aifirmative the F Kes 
President said t'at \e¢ ws sure a prompt decision would be forthcoming. , : 





Tel. 419 to Guatemala City, Dec. 19, 1960, informed the Embassy 


that the International Cooperation Administration had approved $10 million 


for budget support. (814.2612//2-2¢¢ 








Editorial “ote 





, group of dissident Vuatenalan military officers forcefully seized 





arms anc vehicles at a military fort on the ovtskirts of Guatemala City 
on sunday morning, Yovember 13, 1960. he Americar tnmbassy reported that 
the rebels evidently aborted or we e thwarted from plans to take over 
the city's two regiments, Theyseized the base at Zacapa, 70 miles 


northeast of Guatemala City, the port of Puerto Barrios, and the radio 


j ota “a arfa 


Lot 64 2-19, “<rrefine 4etertel, AGS, + a) 
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Telegram from the Ambassador in Guatemala (Muccio) to the Department 







of State 





Secret Niact Guatemala City, November 13, 1960--11 p.m. 














\J 224, For Mann from Barall., 


IN MEETING #!TH DILLON ON GRANT AID TO GUATEMALA, | RECALL 
HE USED WORUS; "YOU MAY EVEN HAVE TO ANNOUNCE IT WHILE 
VV YOU ARE THERE,". THIS STATEMENT PROPHETIC, IMMEDIATE ACTION 
CALLED FOR TO SHORE UP FRIENDLY CHIEF OF STATE IN CONFUSED 
SUT DANGEROUS SITUATION, IF YDIGORAS NOW OVERTHROWN, EVEN 
SY MODERATES OR MILITARY ELEMENTS, GOG WOULD STILL SE WEAKENED 
AND SUSCEPTIBLE CASTFO/COMMUNIST OVERTHROW NEAR FUTURE, 
PRINCIPAL WEAKNESS OF YDIGORAS AND THEREFORE PRINCIPAL BASIS 
FOR ATTACK, WHETHER FROM LEFT, MODERATE, OR RIGHT, ARISES 
‘Sa FROM HIS ECONOMIC AND FISCAL POLICIES, IT 1S CLEAR THAT GOG 
SUBMISSION TO IMF WAS MERELY OPTIMISTIC FORECAST WHICH CANNOT 
MATERIALIZE, BUDGET CUTS FIRST QUARTER HAVE BEEN SO DEEP 
; .AS, TO JEOPARDIZE CURRENT GOG EFFORTS RETAIN POwWCR, AFFECTING 
Md i LI TY TROOPS AND POLICE, AVAILABILITY POL, SPARE PARTS, 
ETC, | BELIEVE IMMEDIATE ACTION INDICATED wiTH NEXT 48 
HOURS DECISIVE, ACCORDINGLY | PROPOSE INFORM PRESIDENT AT 
MEETING SCHEDULED NINE A.M, FOURTEENTH THAT TEN MILLION 
DOLLARS BUDGET SUPPORT FORTHCOMING AND THAT RIO HONDO LOAN 
ity: EIVING POSITIVE ACTION DLF, JOHNSTON CONCURS, =< 


SWie-S*’ rt 


O9e'=-I 1s. 


— 


FOREIGN RELATIONS OF THE UNITED STATES" 


—— 


“DECLASSIFIED FOR PUBLICATION IN 


MUCC IO =! 


\ Tel. 322 to Guatemala City, Nov. %, reported that Milton Barall, 
Deputy Assistant Secretary of State for Inter-American Affairs, accompanied 
by an ICA officer, would visit Guatemala to discuss the Guatemalan budget 
ld ; 
with Ydigoras, Bendfeldt, and the American Embassy. (714. 5-MSP/11-860). 
. john W. Johnston, Jr., Deputy Regional Director for Latin America, Internat ional 


Cooperation Administration, accompanied Milton Barall to Guatemala City. 


The referenced meeting was not further identified. Regarding 


7 
Barall’s meeting with Ydigoras, see tel. 226 from Guatemala City, Nov., 14, p. 
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714,00/11-1460 


Telegram from the Ambassador in Guatemala (Muccio) to the Department 
of State 

Confidential Priority Guatemala City, November 14, 1960--1 a.m. 

225. Pass Army and Air Force. Embtel 2235— \ 


\/ 
VY 





rw 
w Still only conflicting reports as to nature movement. C 
@P »-s 
B Foreign Minister visited me in excited state at 8 p.m. at + == 
behest President saying hoped US would prevent sea or air- ia 
borne invasion from Cuba and assist in case invasion from v) 


neighboring country. Insisted uprising was Castro-inspired 
and that government has long been predicting would happen. 
Said he had just sent strong telegrams incriminating Cuba 
‘VY to OAS and UN., Also said PR and Mario Mendez Muntenegro who — 
left for US two days ago heavily involved. Said Mendez 
planned return to assume leadership movement if successful. 


SI™IECS 





Actual situation little changed. GAF has been strafin. 


“DECLASSIFIED FOR PUBLICATION IN 
FOREIGN RELATIONS OF THE UNITED STATES” 


Barrios and Zacapa all day and iate this afternoon airlifted a 
100 or so troops to Chiquimula to move against cacapa tonight us 
or tomorrow morning, Elements of Mariscal Zavala is repi- ns ind 


ment reportedly also on way to port area. Governmcont pro- 
nouncements have variously blared uprising on Corzuunis: 


(PGT) and Mendez Montenegro. Cc 
= 
S 
uf 
3B 
NOTE: Passed OSD, Army, Navy, Air 11/14/60. cwo-J54. kan 
* LMS: ER m mt 
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Eisenhower Library, Herter Papers, Phone Calls pee Miscellaneous 


Memos, November 1960-January 1963” 


Memorandum of Telephone Conversation, Prepared in the Office of the 


Secretary of State 
\ 
ow 


Washington, November 14, 1960—9tbS—~aeee ¢ 
A, 
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o 
- - — _ ae 
Pal — * . nia Q ; a q T™ e - ‘ , = ; 
> 4 " . > J nN JS oh ee Lay = e vw ry . A - t e : at) n , S ve ry 
— - . ser - that our irformation is still a littl ttered but it looxs as 
- 
’ / ‘ _* ™ - - — z ~*~ i T 7 oi ~o ,. 
t igh ie » XX be : had a Ps ir )] i 4 r * Sar! 5S « ¢' ¢? a 4 it Oo «Ss 
- ‘ al ae 7 c - ‘ - . es 
us though the Cuba..s have a hand in this he S iry said if the 
' 2 
" ¥ r rane is ae _ ~ * Ye >" x 5 
' Cubans are planning actual a tance to th vels n e ast by ner 
, ‘ ; ’ Its . ‘ wa P un ‘ | 
> DD r a r, Ae r 7a i a} iS Ae >> | Pe 1 ae G aA a. 
. ~ , ee 7s on . * tthe ‘ ; : ‘ * - 
7 es A > » a 1a 4 ‘ at ve si¥ ee ‘ i nst 
“a 2 . . mn re on e L in | el 
; : ha move by the Cubans, The cecretary i he had talked to Secretary 
eat a . Gatess,and that Admiral Dennison has been briefed, and Def > has been 
a , 
, * -_ " . . ‘ a . ‘ . ‘ “a 
-=\”“ alerted to the possibility of putting ships off Guatemala to interdict thisa. 
, . 
yr; 
~ = > - . * 
ss ‘ 2 } * j nt > i he ' 4 “A wy , . 10 e 
- : T> 5 7 Lie - —_ 
= } t said bis or this r ng , toive a t ort on 
t ‘yation in Guat re ibles : 
‘ y — 
mmuyr _¢ ng; that we are j 
’ = . ——_ 
. —- . , = , ' at aot « «= 
sending ye ssages down right away. The Presicent asked as a matter of 
’ " . one 4 > eranmet Ceenemr &177 83 : 7 o as ‘s 
act whether we would need a request from all three « itries, and the 
°° . _ 7 : , ; 14 ; } et~ —_ 
i vecrelary said we w id not need it but it would be A st: er. 


The President agreed and said this would particularly be so if each country 
says there is external aggression. The President asked what we would 
do about the OAS, and the Secretary said the requests would also have to 
70 to the OAS but the requests can be made both individually and collectively. 


The President said he approved in every respect. The President 
asked that the Sec retary make a little noté of the matter and send a report 


7 
if NY / Town LO Ne President.) 


= —devtilac a> te pace. ) 
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DQ Regarding Secretary Herter's meeting with Allen Dulles, see 
4 


footnote 2, below. 


< 


— ‘A memorandum of a telephone call by Secretary Herter at 9:10 a.mn., 


Monday, November 14, reads as follows: “Telephoned Secretary Gates to say he 


dl 


was nof meeting with Allen Dulles and others on the situation in Guatemala 

and understands Ajsiral Dennison has been briefed on the situation there. 
Secretary said we are considering getting Nicaragua, Costa Rica and Guatemala 

to as« for help to interdict any help from Cuba and this would obviously involve 


naval forces. Secretary asked how far Gates can go in alfferjing the services 


i 
on whfat might be necessary and also asked what they had in that area. Gates 


- 


said he would alert the services and said he assumed we had forces in that 
area in view of the situation in Cuba." (Eisenhower Library, Herter Papers, 


"Phone Calls and Miscellaneous Memos, November 1960-January 1961") J 
/ 


~ 4 


/ 


The intelligence item concerning Guatemala reported to President 
4 
Eisenhower on Nov. 14 rea@as follows: “President Ydigoras remains in con- 
trol in the capital following coordinated insurgent attacks on military in- 


stallations in Guatemala City and two key provincial capitals on 13 November. 


The attackers, however, apparently withdrew from their Guatemala City objective 
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with a quantity of military equipment and were joined by an unknown number of 
defecting soldiers. Ydigoras, faced with the most serious threat of his 
nearly three years in office, immediately declared a state of siege throughout 
the country. Preliminary reports indicate that the insurgents are led by a 
coalition of expediency composed of a rightist faction and a Communist front 


political party which has ties with the Castro regime in Guba." (Memorandum 


by Lt. Col. John S. D. Eisenhower, Assistant Staff Secretary, White House Office, 


Nov. 14, 1960; Eisenhower Library, Whitman File, "DDE Diaries") — 


- 


\ - sReference presumably is to the memorandum from Herter to Eisenhower 


* 


Nov. 16, post, p. 
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Telegram from the Secretary of State to the Embassy in Guatemala VY 


Top Secret No Distr. Washington, November 14, 1960--2:47 p.m. 


Niact. | 7 


328. Joint State-CIA Message. 
















” 
we . 
= an l. Confirming telenhone conversation between Secrevary 
_- > oot - Y- —— . 
~eeee'/| and Ambass2é€w this mornin - 
ZY epr.4 | 
=z ™ 
<=> 
WwW — 
wm li 
J = 
or = 
Bras, 
~sS 
“ Vv 
rae 
oF 
uw 
a < 2. This message &lso confirms Secretary's statement to 
m— id 
Wc 
So Ambassador that U.S. prepared to consider promptly and favorably 
— 
WO 
tad as a written official Guatemalan Government recuest of U.S. to 
=> © 
uw 





assist Guatemala in air and sea within limits of Guatemalan 


national jurisdiction to seek out and prevent any attempt at 


reinforcing or supplying rebel forces from outside Guatemala. 


OT7 T-tt SOO“ StL. 


We have in mind particularly Cuban and communist agents. Our 


opinion is that Guatemala has sovereign right to request such 





assistance without invoking Rio Treaty £ U.S. suggesting to & 
Governments of Costa Rica and Nicaragua that they may wish to 


make similar request of U.S. for assistance within their 
Suan > 


national territories.) 



































Viratees by Mann and signed by Hugh S. Cumming, Jr., Director of 


Intelligence and Research, Department of State. 





~Sfis this telephone conversation at 9:50 a.m., Herter instructed 
/ 4 
Muccio, who was to see Ydigoras in five minutes, to try to get from Ydigoras 


a request under the Rio Treaty for U.S. assistance to prevent any external 


* 4 
aggression. Muccio was to make it clear that if Ydigoras made the request, 


"it would not be just for surveillance but interdiction." as —n 
Qua ) (Eisenhower Library, Herter Papers, “Phone Calls and 


Miscellaneous Memos, November 1960-January 1961") A 


— 


“DECLASSIFIED FOR PUBLICATION IN 
FOREIGN RELATIONS OF THE UNITED STATES" 





Yy Inter-American Treaty of Reciprocal Assistance, opened for signature 


at Rio de Janeiro Sept. 2, 1947; for text, see 4 Bevans 559. 


YY Instructions for the American Embassies to offer U.S. assistance 
were sent by telegram 134 to Managua, repeated to San José and, for information, 


to Guatemala City, November 14. (741B.5811/11-1460). 








"DECLASSIFIED FOR PUBLICATION IN 
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fr. 


3. km Any such request for @ssistance should probably be 
followed promptly by formal request of Guatemalan Government for 
OAS action under Rio Treaty. We are giving this aspect of problem 


our urgent attention and you are requested obtain preliminary views 


(Z 


’ 


Government of Guatemala on this subject. Whether Articles III or 
VI should be used would depend on available evidence, .<——————-- 
Please telegraph promptly any information concerning Cuban 
inv-lvement which may come to Embassy's attention. 
4, Ability of Ydigoras' regime to survive rebellion would 
seem to hinge largely on support of armed forces. Please cable 
estimate 
urgently Embassy's esta of attitude armed forces and recommendations 
concerning action which may be taken in Washington or by Embassy 
to strengthen will of officer corps to defend regime. 


5. Enbassy's estimates concerning probable strength of 


rebel forces their supplies equipment available and sources of same 


also urgently roquiredd 
Hee. Herter 











vy Article 3 deals with “an armed attack;" article 4, with "an aggres- 
sion which is not an armed attack;" extracontinental or intracontinental 
conflict; or “any other fact or situation that might endanger the peace of 


America.” 


Y te. 227, 


replied to parag 4 


rom Guatemala City, Nov. 14, 





and 5 above: Regarding para 


aoe the majority of the Arny 





and Air Force were behind the Government; essage had no suggestion 
to strengthen the will of the officer dofhs; Barall's message Offer of $10 
million in special assistance ) was most helpful; news of U.S. surveillance of the 


coast was being giyen widest word of mouth distribution within military circles. 


Regarding parat5, eported on the strength of Guatemalan forces and 


their supplies before the rebellion because the number of troops siding with 


the rebels and the amount of supplies they had taken was unknown. 


(714.00/11-1460). 
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GT- 39 


Memorandum From the Secretary of State's Special 
Assistant (Krebs) to the Secretary of State, 
November 14, 1960 (1 page of source text), not 


declassified. (Eisenhower Library, Herter Papers) 





Cuba which Guatemala had brought to the attention of tne inter~mierican remaee 














Committee. (Secretary's Memoranda of Conversation, Lot 64 D 199). 
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Eisenhower Library, Herter Papers, Phone Calls & Miscellaneous Memos, 


November 1960-January 1961" 


Memorandum of Telephone Conversation, Prepared in the Office of the 


Secretary of State 


om 
Washington, November 14, 196 0=-S050-pome 4 


The Secretary telephoned Mr, Gates who was then meeting with 
the JCS. Mr, Gates said they are ready to reload some Marines : 
on a carrier and to sail"the carrier the long way around Cuba to put 
it in the vieinity of Guatemala, Gates said the Marine HiiSKX 
amphibius grgup and the carrier can be in the by the 17th or 18th 
and Gates said they were about to send a despatch on this giving the | 
specific orders. Gates said this has all been done, but it KK cah 
of course bekancelled. The Secretary said the situation has changed ; 
somewhat since the Secretary talked to Gates this morning. he Secretary 
said he had spoken to the President and got his approval to necessa 
actions so long as they do not get out of the OAS channels, 


. = 








—_— 






e Secretary said he had talked with Ambassador Muccio and 

then read Gates a report of Mr. Mann's subsequent talk with Muccio, poy 

The Secretary said we had also sent telegrams to Nicaragua and Cos } 

Rica so we might G¢@ requests for 4P6% help from them as well as 
Guatemala.) The Secretary said on the carrier business, he felt there : 
was no harm so long as it stays out of territorial waters. Mr, Gates 
said they decided to reload the Marines and tell them to sail in that : 
direction, Gafes said they will reload the carriex with propeller A-d's (7) 
with a half squadron of fighters and sail to Guantanamo through the West | 
end of Cuba so it will be in the area by the 17th or 18th. The Secretary 
said we would know more in the morning, but this is a good precaution 
anyway. Mr, Gates said he would send over a copy of the actual despatch y. - 
setting OEM forth thé specific orders on this operation, ,———_ | LY 


“DECLASSIFIED FOR PUBLICATION IN 
FOREIGN RELATIONS OF THE UNITED STATES" 















Ws 











WH We tclephowe Corvetfam am took glace af 2°50 p.m, 
/ 


~~ For a report of Assistant Secretary Mann's talk with Ambassador 


Muccio, see supra. 


3/ 


~~ Guatemala and Yicaragua made such requests, For documén' ation, 





see footnote 3 to the memorandum of November 16 from Secretary Herter to the 





President, p. and the compilation on Nicaragua, post, p. ‘ 
-644 426160 }- 


u/ } 


~~ Reference possibly is to the telegram from the Commander in Chief, 





United Stutes Atlantic Fleet, Adm. Jerauld Wrizht, to the Chief of Naval 
Operations, Adm, Arleich A. Burke, date time group 1902 Nov. 60. (Aza 


— Special Assistant's Files, Lot 62 D 2, "Central America") 
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Telegram from the Ambassador in Guatemala (Muccio) to the Department 


of State 
Confidential Priority Guatemala City, November 14, 1960--7 p.m, 
226. Pass Army and Air Force. ~ 
~~ a . . j 
Embassy Telegram 225. { — —_——— my 


Prolongation revolt and failure so far successful government acti 
quell it céuses Embassy concern. Government vociferously casti- 4 ~ 
gating Fidel Castro as responsible this uprising and claiming eee 
invasion to back it up imminent. Yet (1) it has failed land troops’; 
at Barrios to retake base and Enoissy is unaware any engagement, 
successful or otherwise, by Mariscal Zavala troops at Zacena, 

and (2) all indications are that dissident army elements jumped 
ahead on their own and extremist politicai elements are only row 
attempting to join forces. Capital remarkably tranquil and if 
movement were Communist~-Castro inspired and instigated, it is 
logical to assume there would be coordinated agitation by leftist 
labor, student, etc., groups. Meanwhile, Foreign Minister t.Jay 
instructed GOG representatives Washington invoke protection Rio 
treaty, charging revolt Castro-inspired and to be supported by 
troop and arms movements from Cuba. 


r 
hes 


‘ 


This kind of situation of course ideal for exploitation by ex- a 
tremists both right and left. Embassy fears that with substantial 
proportion troops out of city end gener4él uncertainty and lack 
of confidence resulting from prolongation revolt, Communist and 
leftist opposition elements will soon try agitation of various 
kinds including strikes and demonstrations. Im such a situation 


rightist elements might be impelled chemselves strike first pre- 
vent leftist takeover. Zs 


CAcn 




















, 


oot 


"DECLASSIFIED FOR PUBLICATION IN 
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-2- 226, November 14, 7 p.m. from Guatemala City 


Fayorable financial news conveyed Ydigoras and Cabinet in 
~Barall'’s and my conversation with him this merning no doubt sub- 
“/ stantially encouraged GOG> Ydigoras exudes confidence but regog- 

¥ nizes he is atop mureuring, volcano. Devoutly to be hoped he may 
be able transform his confidence to air force and army elements 
who will proceed with vigor to end revolt. There are, however, 
indications of dissension within air force and that military are 
loath to fight brother military. Also air force and military, 
because of GOG's cries of wolf over past months, now refuse to 
believe, in spite COG protestations and exhortations, that 
rebels are really Castro agents. 


If recent reports cre borne out rebels in Barrios and Zacapa 
handing out arms wholesale to civilians and there Should develop 
other evidences leftist influence or exploitation movement, 

army and air force may close ranks. Next 24 hours should 
clarify situation and trend, 


MUCCIO 





\</ Baral informed Wtigoves that $10 million in budget support 
was forthcoming and that the Rio Hondo loan application was receiving 
positive action. Barall and Johnston visited Guatemala, Nov. 13- 

17, 2960, in connection with the Guatemalan request for $10 million 
in budget support, (Memorandum from Mann to Dillon, Nov. 17, 1960; 


AR /OAP Files, Lot 63 D 146, "Interdepartmental Memoranda: Guatemala, 


1960") 
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Telegram from the Ambassador in Guatemala (Muccio) to the Department 


of State 


Confidential Priority Guatemala City, November 15, 1960--10 a.m. 


228. 


Re Higdon telephone conversation last night, Foreign 

Minister said last evening he instructing Alejos officially y 
request US armed forces assistance to prevent within A 
Guatemala air or sea-borne efforts introduce troops or 


VK? 


Re. 

ka 

_ 

a 
2 
= supplies to rebels. Said Alejos would communicate wits _ [S99 
Se Department as to exact wording GOG request.¢ Foreign / 
Ez Minister ecstatic about US willingness sake this commitment, * 

SC Stating it was what GOG had long wanted. z 
SF 
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For the Guatemalan request, see footnote 3, infra. 
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Y/Y drafted by Coerr, Krebs, and Herter. The source text is an un- 
signed carbon copy. This memorandum incorporates recommendations in a 
( Ate /ore 


memorandum of the same date from Mann to Herter. 4688 Files, Lot 63 D 127, 
f 


“Guatemala™). 


- For the memorandum of this telephone conversation, Nov. 14, see 


% 


The request was contained in a note dated November 15 from Ambassa- 
dor Alejos to Secretary Herter, which read in part as follows: “I have the 
honor to request the assistance of Your Excellency’s Government in a surveillance 
of the Caribbean approaches to Guatemala in detecting and preventing the inter- 
vention on the part of communist directed elements in the internal affairs of 
Guatemala through the landing of men and supplies from overseas." (714.00/- 
11-1560). 

A notation on this note reads as follows: “In lieu of a reply to 

ra 
this note, the President sent a special message to President Ydigoras on 
November 30, 1960. 


© 


"File. Richard A. G odfrey OAP/G 11/30/60" for Eisenhower's message 


a 


“DECLASSIFIED FOR PUBLICATION IN 
FOREIGN RELATIONS OF THE UNITED STATES" 


- 


dated Nov. 28, but transmitted by telegram, Nov. 30, 1960, see post, p. 
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could be done « 





————— Lf CET-42 | 
\ 14 HE 


814. 10/ 11-1860 





Telegram from the Secretary of State to the Embassy in Guatemala , —N 


Confidential Priority Guatemala City, November 18, 1960--11:24 Re 
350. 


| ' 
| Ten million dollars approved by Under Secretary Dillon for imports from 








* the US with counterpart being granted to the 900 as accrued, Detailed 
< ‘information to follow, You may wish convey info President Yaigores » tat \ VE 
=“ AFL Fee eee i e- See Bi rn nee eee staere ne LAG Shee Bee use gir 
» © » ; , 
a te Public announcement left to your and President's discretion. If public 
= 
3-4 announcement contemplated, please give department 24 hours 
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ratte irwe i md signed b Higd on 
“Mucci informed Ydi ras and Unda Murillo on Nov. 19. (Tel. 260 
. | % , 4 a ’ 
. from Guatemala City, yw. 23, 1960; 1S .1LO0/1Lie#d é 
Ydigoras and “Yuccio agreed m an announcement t be issued 
t the prees on Dec. i It referred to agreement on a 59.6 million 
m for thw ndo road a the | toll izhway, and appt 5 of 
; mili erant t aesist the uatemala ver nmmert (Te 84 fron 
wuatemaia if . ‘ . | QF : 114. S=™ P as ‘ ré ord ‘ imu lt aneou 
, 
re. ea ee } inet wa | ae, St PT twee ot. State tiles. 
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6T- YY 


Telegram From the Department of State to the Embassy in 
Guatemala, November 23, 1960 (2 pages of source text), 


not declassified. (Department of State, Central Files) 
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Telegram From the Embassy in Guatemala to the Department of 
State, November 25, 1960 (2 pages of source text), not 


declassified. (Department of State, Central Files) 
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Eisenhower Library, Whitman File, International File 


4 } 
Letter from President Eisenhower to President Ydigoras;—— VA 


Washington, November 28, 1960. 
Dear Mr. President: 


ot 7 





I should like to thank you for your very kind y= 
message of November uinsteenth.; The AZ 
steps taken by the United States Government 

have enabled us to be in a position to respond 

te the request received from Your Excelleacy's 
Geveramest ca November sixteenth for assist- 

ance in preventing Commuaist-directed efforts 

te intervene in the interaal affaire of your 


The American people join me in expressing 
warm good wishes te the Guatemalan people 


end te Your Excellency persenally. 
Sincerely, 


Dw ig lt D, Fisenhower ——. a 


_ 





__ Gensral , 
Preetdent of the 
Guatemale City 






of Guatemala 
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\ The referenced letter was transmitted by tel. 374 to Guatemala, 


A 

Nov. 30, with a request for Ydi,oras’ agreement to release. (714,5411/11-3060). 
it y 

On December 1, Muccio delivered/to Ydigoras who agreed to release, and it 


was issued the following day as a White House press release. The press 


release is printed in Public Papers of the Presidents of the United States: 
oo A ‘ ty - , 
Dwight D. Eisenhower, 196-61, p. 871. 
/ 








=) For text, see ibid., p. 872n. 
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“For quotation of Alejos' note to Herter, Nov. 15, see {footnote af de 
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Editorial Note 





A White House press release of December 7, 1960, noted that the 
emergency in Guatemala and Nicaragua had passed, and that United States 
surface and air units in a position to prevent intervention in those 
countries by landing of forces or supplies from abroad had been ordered 


to return to normal operations. For text, see Public Papers of the Presidents 





of the United States: Dwight D. Eisenhower, 1960-61, page 672 note. For 











a memoir of these events, see Dwight D. Eisenhower, The White House Years: 
gy . ¥ > / $/< 


Waging the Peace, 1956-1961, page 613. < 
4 

















Foreign Relations, 1958-1960, Volume V, Microfiche Supplement 





HAITI 


{ 
U.S. Relations With Haiti” 


Ma brief history of U.S. relations with Haiti between 1957 


and 1959, prepared by the Second Secretary of the Embassy in 
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Port-au-Prince, Virgil P. Randolph, III, was transmitted to the 


Department of State in despatch 83, August 24, 1959. (Department 


of State, Central Files, 611.38/8-2459) 
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Memorandum from the Director of the Office of Middle American Affairs 
; (Wieland) to the Assistant Secretary of State for Inter-American 


a 
Affairs (Rubyotton)_ 4 
5 7 / X/ 
Confidential (Washington,] January 9, 1958, 


SUBJECT: Authorization to Ambassador Drew to Discuss with Haitian Officials 
Factors Involved in Restoration of Normal Relations. 


With respect to our proposals relating to steps Ambassador 
Drew will take on return to Port-eu-Prince to attempt to re-_ 
ve the case,, the Ambassador hopes to be in a position 
to explain to President Duvalier some of the factors which vould 
be involved in reestablishment of normal, friendly relations be- 
tween our countries if the Haitians give us satisfaction over this 
incident. These "factors" are in no sense a quid pro quo, and the 
Ambassador has no intention of descriting them as such. Rather, 
the explanation of them would be presented as same of the elements 
of our relations which existed before Talamas' death and which 
would exist now if it were not for that unfortunate occurrence. 


*." a . 


We believe the elements of such restoration are as listed be- 
low aud, if you agree, the Ambassador will describe these factors 
to the President if he considers it appropriate in his discussions 
in Port-au-Prince: 


1. The FY 1957 $1 million grant assistance would 
be made available Smmmtinvtaly in accordance 
with previous arrangements. 


Recreational visits of U. S. fleet units would 
be resumed as soon as hey could be scheduled. 
pe 
The Ambassador would immediately recommend that 
high-ranking Army end/or Marine Corps officers 
visit Haiti to discuss training of the Haitian 
| Army and the possible augmentation of U. S. military 
t ) missions in Haiti, 





Afra 
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4. It would be explained that the U. S. Development 
Loan Fund is receiving applications from interested 
governments for economic development projects meet— 


= 7 ing the criteria of the Fund. 
aris 

——w at 5. Finance Minister Thebeud would be invited to visit 
— ’ Washington to review the Haitian economic situation 
on and to review cooperative steps which might be 


taken in this field, This visit would also pernit 
the Finance Minister to discuss probleuws with the 

ExImbank, the Development Loan Fund, the ISRD, and 
the IMF. The visit of Minister Thebe:i would also 


TAO ces discussion of the following matters of mutual 
’ Ooncern 
. -. ¥ : > a -- 





4S V6 


~ 











—_—____, 


Z Edward siile 
« / Drafted by, she Deputy Birector of the Office of Caribbean and . 


4 Mexican Affairs; Béwerd—Liteie| and cleared with Albert Post of the Office 





&. + 
5 
/ 


of Inter-American Regional Economic Affairs. Paragraphs 1, 4, 5(a), 

and 5(d) were also cleared by telephone with Kenneth Wright, the Assistant 

\ Chief of the Cuba-Haiti-Mexico Branch of the International Cooperation 

Administration, A marginal ssnantein tes Rubottom indicates ~ ~ 

the Assistant Secretary's approval of the list of suggested elements in 

the memorandum. A separate notation on the source text indicates that a 

copy of the memorandum was given to Ambassador Gerald Drew on January 10. 
¥y On December 29, 1957, Ambassador Drew had returned to Washington for 

censultatien regarding the case of Shibley Jean Talamas, an American citizen 

who was beaten to death while in the custody of Haitian police on 


September 29, 1957, Talamas, who had been accused of political activity 


against the Haitian government, had surrendered himself voluntarily to 


The: 
Haitian authorities after cho-tlehnidangeuanamant had assured Embassy 


Talame . 


officials that a would not be harmed, 


(.)) 


Following Drew's return to Port-au-Prince on January 14, 1958, 


- 


extensive negotiations between the two governments produced a settle- 





ment along the following lines, M& The Haitian government publicly ‘ 
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expressed its regret over the circumstances surrounding Talamas’ death, 

ctee-* eee for the security and well-being of American citizens 

in Nettt./egzecd to pay an indemnity to Fhe Talamas family, The United be f op 
States had sought to obtain the dismissal of the officers responsible for 

Talamas’ death, but the Haitian government would agree only to have them 

ll martialed and disciplined, The agreement was embodied in an 

exchanged of notes akxRmxkx between the governments of the United States 

and Haiti at Port-au-Prince on February 5, 1958. TMMEXEMEEMXMEXEMMXMMEEN 

The Embassy at Port-au-Prince transmitted the texts of the notes, which ‘ 


were made public at the time, to the Department of State in despatch 357, 


February 5, 1958. (238,113-Talamas, Shibley Jean) 
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a 





a 


(ea) Plans for allocation of $2 million grant aid 
already earmarked for Haiti from FY 1958 
Mutual Security Program funds. 


(b) Cooperative steps to stimilate U. S. tourist 
travel to Haiti. 


(c) Cooperative steps to stimmlate U. S. private 
investment in Heiti. 


(ad) Review of U. S, technical assistance programs 
in Haiti to explore areas where additional pro- 
jects might be desirable. 


(Availability of the remaining $3 million of the 
Artibonite loan has not been included since it has 
been made clear to the Haitians that it is oly 
technical difficulties which have held up the re- 
lease of these funds.) 
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7 h 21, 1958 


° Editorial Note 





During a meeting at the Department of State on March 21, 

Victor Nevers Constant, a member of the Haitian Senate, informed 
Department officials that the zk Government of Haiti would be disposed 
to grant to the United States rights to establish a missile base on 
"La Tortue" island off the north coast of Haiti. Constant presented 
credentials signed by President Duvalier autherizing him to negotiate 
and sign documents concerning this proposal. Constant emphasized the 
fftendship thet President Duvalier f-lt for the United States and atazed 4 
thatxtcommidxhexprefexshiexfiexxthexiinitedxStatesxtes noted that from the 
standpoint of Haitian domestic opinion, it would be preferable for the 
United States to appear to be the first to make the proposal, with the 
Pnderstanding that the Haitian Government would accept it. Department 
efficials assured Senator Constant that they would transmit the proposal 
to the Department of Defense for its comment. (Memorandum of Conversation, 
March 21, 1958; 711,56338/3-2158) | 

‘ 

In a telegram to President Eisenhower of May 9, President Duvalier ‘ 
reaffirmed the offer to provide the United States with facilities and an 
appropriate site for a missile base. (Presidential Correspondence, Lot 
64 D174) On May 16, President Eisenhower responded in a letter to Presi- 


dent Duvalier that his proposal was appreciated and would be carefully 


tA) 


studied, (711,56338/5-958) On June 22, President Duvalier emee-egeée re- 
peated his offer ine Ar tt to President Eisenhower, (Presidential 
Correspondence, Lot 66 D174) At the instruction of the Department of 

State, on July 7 the Embassy in Port-au-Prince delivered an acknowledgment 
Er pn, > to President Duvalier of Gj receipt of the & 
telegram, inaeaiak 14 from Port-au-Prince, July 7; 711.56338/7-758) On 
October 23, the Officer in Charge of Haitian Affairs, Norman Warmer, delivered 
to the Haitian Embassy in Washington a note from the Department of State 
expressing appreciation for the Haitian offer and indicating that the 
Department of Defense had completed its study and found no need at the 

current time for an additional facility of the type described by Haiti. 


The note added that the United States would keep the offer under review and 


— 


--~* 


if the situation changed in the future, Haiti would be/prompt ly| consulted, AY 
The Department of $fAte copy of the note indicates clearances from thu ‘ 


Secretary of State Dulles, Under Secretary of State for Polttical Affairs 


rr 
Murphy, the Bureau of Inter-American Affairs, and from the Department of 


Defense, (711,56338/ 10-2358) 
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Between April 18 and May 2, 1958, a special Haitian Financial 


Mission, headed by Minister of Finance Fritz Thebaud,met in Washington 


with representatives of the Department of State, the Department of 

the Treasury, the International Cooperation Administration, the Export- 
Import Bank, and the Development Loan Fund to discuss Haiti's outstanding 
economic and financial prob As a result of these discussiems, the 


following agreements were reached: 
1) Haiti agreed to regularize its interest and amortization payments 


on a $27 million credit from the Export-Import Bank, which had been in 
default, and to reorganized the administration of the Organisme du 


develonment de la Vallee de l*Artibonite, or Artibonite Valley Authority, 


to the satisfaction of the Export-Import Bank. The Bank in return consented 
s “LACk 
to finance a survey of the Artibonite project,te ascertain the cost of 


o 
sy pe 


DS also - 
satisfactorily completing sheaprojeet san’, agreed te a resumption of SeRSSEUETE, icf 
A . 


— 


2) The International CO(Operation Administration agreed to make 
available to Haiti $2 million @ in fiscal year 1958 special assistance 
funds for economic development projects such as roads, bridges, irrigation, 
and water supply. 

3) The International Cooperation Administration agreed to increase 
its technical assistance program during fiscal year 1958 to $1.5 million, 


with increased program assistance slated for agriculture, health, edécation, 


and public works, 


niente ‘ 
4) The Develop Loan Find agreed to consider expedious ly financial 
assistance for sound project proposals from either the Haitian government 
ama or private sources for which financing was not otherwise available, 


A summary of the agreement is in Department of State press release 240, 
the Department of State Bu e fin 


printed in thewepestnentnes-Goeteninehlaiii, May 26, 1958, pp. 880-881, A 


more detailed summary of the agreement is in a memorandum from Post to 
Additional 


Rubottom of September 17, 1958, in file 838.00/9-1758, (Department of State 


documentation cencerning the discussions is in file 838,10; 
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Rubottom Files, Lot 60 D 553, “Haiti 1958" 


Letter from the Ambassador in Haiti (Drew) to the Assistant Secretary 


cf State for Inter-American Affairs (Rubottom) 





however, things have changed and I would now describe the existing 
regime as a “Police State” clothed in the trappings of democracy. 


: A convenient cut-off date for this drastic change can be taken 
as May 2 when martial law and a brief curfew wero established. 


. Secret Official-Informal Port-au-Prince, June 11, 1958. 
“ WN ° =. ii : = _ 
Dear Dick: 
| | 
palette. y, __. 1am beginning to have izcreasingly serious qualas stout the 
jer hi" establishnent of « Marine CorpeMilitary Mission to Haiti. VY 
Livi 
\r Until quite recently it could honestly be said that a semblance .: 
NS of democracy existed in Haiti. In the past five or six weeks, Re 
— 


Prior to that date there was a semblance of an indepvadeat or 
opposition press composed of Miroir and Independance. The 
editors and some of the staff pepers aro now in jail and 
their plants were wrecked by unidentified civilian bands, obviously 
with the approval of the Military, as the incidents occurred during 
a period of stringent curfew when peaceable citizens were being 
shot down in cold blood for violating the curfew. 


The two defeated candidates for the Presidency, Louis DEJOIZ and 
Clement JUMELLE previously enjoyed an attenuate liberty. Now, 
however, on the flimsy protext of involvement in the Mahotitre bomb 
affair, Dejoie was hounded into exile with a price on his head and 
Jumelle and his brother Ducasse have been similarly forced into 
hiding as outlaws. The pretence that either of these men were 
actually involved in the manufacturo of bombs is not taken seriously 


hy anyone. 


oe 


> 






F 
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/ / ZA On April 1, 1958, Ambassador Drew had reported that during a , 
In March Sl, 


, conversation President Frangois Duvalier had stated repeatedly and cate- 


gorically that Haiti wanted a United States military mission composed 
of Marine Corps officers. Duvalier explained that it was the Marines 


"who founded and trained the Haitian Army and [who] understand us." 
es ,a m the 


(tel, 416 from Port-au-Prince; 738,58/4-158) Subsequently, a/Haitian 
tant 
af mtiitcaxpurtexton government @tpesenetd a military mission to the United 
, 


States with instructions to request the United States Government to 





dispatch a military mission to Haiti to reorganize the Haitian Army, 
As a result of these discussions, the Department of Defense, with concurrence 


of the Department of State, authorized the Department of the Navy +e prex | 4 
to discuss ‘ 


ee  yeeeees with the Haitian government an agreement to augment 


the U.S, Naval Mission, currently established in Haiti, so as to accommodate 


f Os) 


KA 


a U.S, Marine Corps Mission. (Letter frem Assistant Secretary of Snaze Defense 
for International Security Affairs Mansfield D, Sprague to Rubottom, April 


29, 1958; 738.58/4-2958) 
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After Dejoie was exiled from the country, there was some thought 
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large number of 
ranging 
being somewhere in 


torial 
in 
figure 


would emphasize here that I am persuaded that neither Dejoie 
in 
actual 


nor Jumelle have seriously conspired against the Government gince 


the 


~ 


the inauguration of President Duvalier, although it is probably true 
that some of.their followers, particularly of Dejoie, may have 
eo A 
jail with estinates 
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Sa ae ane Se froa “s 
‘the National Palace. Aside fros question of cur . esti 
, . thought to.the -<.) «-+«# 










ition are prior tions. to our. attoa =. -.- 
Military. Mission. There may be other conditions we may wish to... «ss «=~ —- 
include, but these are the main ones which ocour to se now. 

If my recommendation is adopted, we will have to consider how to 
approach the President without upsetting our present friendly re- 
lations or arousing cries of “intervention”. Obviously it will be 
a difficult and delicate assignment. — e 
-** “In closing, I wish to make it quite clear that Iam heartily in ©  .> 
favor.cf.establishing a Mili bere, preferably composed 

as requested by the ~ 





“DECLASSIFIED FOR PUBLICATION IN 
FOREIGN RELATIONS OF THE UNITED STATES" ~ 


carefully vhether we can j ry of such «Migsion 
tod Government responsible for the : 
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= Marc establishg@d its US identity. However Haitian authorities 
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Confidential Niact Port-au-Prince, July 30, 1958--2 p.a. 
Limit Distribution 


Telegram from the Ambassador in Haiti (Drew) to the Department of State 


“4. 









President Duvalier for third time in course of day sent for me 
1900 July 29.4 At palace in presence acting Foreign Minister 
Thebaud and Minister Interior Duvigneaud he produced large 
volume miscellane identification papers and photos allegedly 
removed from corpé of subjects thereof apparently establishing .- 
that four of seven members of rebel expedition were residents 
Miami and presumably US citizens. At least two held deputy 
sheriff badges or commissions from Florida authorities. This 

in apparent conflict with information made available to Embassy 
representatives earlier in day who were invited view cadavers 

two participants said to be American citizens with explanation 
other two foreigners were Dominicans. However this conflict 
understandable view excitement and general confusion. Further- 
more there are widely divergent accounts of events of day includ- 
ing version raiders were cenounced in advance to GOH by army 
officers thought to be defectors and were shot on landing and 
bodies brought to Port au Prince where fighting at Casernes led 
by several army officers members of conspiracy. 





| President agreed permit our Consular representatives examire 
and photograph papers to establish identity of alleged Americans. 
_ Results will be forwarded Department promptly. 


| President further cleimed papers, photographs, weapons et cetera 
& found on auxiliary sail boat abandoned at Deluge south of St. 


unable identify boat either by name or number although claiming 
it flew American flag. ~th 





\! During the night of July 28-29, a small band of insurgents landed 
on the Haitian coast and seized an army barracks in Port-au-Prince, in 

the course of retaking the barracks on July 29, d Wattion government L 
forces killed all of the insurgents. Additional documentation on this 

incident is in file 738,00, 

\O/ tren forwarded a more detailed account of this conversation to the 
Department of State in despatch 49 from Port-au-Prince, July 30, 1958; 

730,00/ ne ‘ ip previous conversatieng between Drew and Duvalier 


on July 29 em in tele pane ¥2 ftom Fart au-kRereh, July 29 (73%, 
$sx) 
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‘In tone of exceptional gravity President reminded me of ay 

-revious offer to be of assistance which he had declined for 

' being by saying "I now nee eormely- request_immediate explusion | 

VE. fe, and Dejoie from US t terrigory | on grounds they have organ- 

ved expedition against my government with 

poe Bor oi US citizens". He stressed his desire keep whol< 
matter confidential in Haiti to avoid disturbing friendly relacions 
between two governments but said he would expect favorable action 
on his request within 48-hours. I agreed forward his request to 
Department prompfIy. =~ 











I endeavored explain that ission as deputy sheriff in many 
Surisdictions in US was hogyorific title frequently bestowed for 
personal or political reasons and disclaimed it implied official 
knowledge of or support for expedition. When Thebaud said boat 
could only have sailed with connivance federal officials I entered 
strong denial indicating that boat could well have sailed clandes- 
tinely or from some point outside US territor}. 


SS 


le ¥ressed resret that persons appearing to be American citizens 
ad pasticipated in hostile act against government. While President 
gave repeeted assurances desire avoid any deterioration friendly 
relations there «re already indications subordinate officials may be 
disposed capitalize .n situation to place us on defensive. 
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At end session in his office Picgideut Duvalier took me to room on 
lower floor in palace containing J@pce stock rifles, shotguns, M-1's 
and ammunition together with miscellaneeus rerceonal effects 

allegedly removed from boat as well as large number Mapshots of yophe 
alleged American participants fourd on beat. . 
While not yet prepared comment on legal chain evidence Linking 
Magloire with launching armed expedition there is no doubt my 

mind he is one of several or possibly sole instigator and financial 
backer of coup. All three Haitian ex-officers identified as his 
close supporters and partisans. The Presicent's claim Dejoie - 
connected therewith apparently based on assertion that Dejoie's 
photographs found in boat. 


However if legally or administratively possible I believe if only 


——_ —_— - owe - A A TF Ne ——_—————— 








i TY Past E, Magloire, President of Haiti from December 6, 1950 entil 


“7 


December 12, 1956. 
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\on grounds of comity we should respond affirmatively and promptly 
|) Duvalier request for explusion Magloire. Re Dejoie I prefer wait 

for further evidence. Obviously participation alleged US citizens 
places us in extremely vulnerable position and regardless vell 
known deficiencies Duvalier regime I recommend at earliest 
possible moment we make public disavowal participation American 
citizens and appropriate éxpressions regret. Ifcidetitally T do 
not €x¢lude possibility GOH may seize on this to endeavor to 
extract economic and political advantages from us possibly 
including diplomatic claim for damages. 





While Duvalier emphasized his desire avoid disturbing friendly 
political relations between two governments delay in facing up 


to situation can only weaken our position. Vb 
DREW 





NOTE Mr. Little (MEID)-neotftedeO930/66, 9:35 p.a. --BR 
AAL:JR/?~ 
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Y Jom July 31, the Department of State issued press release 439 

, which indicated that Ambassador Drew had been instructed to inform ’ 
the Haitian Government that the United States deplored and regretted 

the reported involvement of American citizens in the revolutionary 
attempt of July 29 against te legally constituted Government of 
President Duvalier, The release also noted that Drew had requested Haiti 
to furnish ali available evidence to facilitate the inquiries of U.S. 


Government agencies into whether there had been any violation of Unit 
the P dn : 


st» fell af c2r Cet ys 


States laws. For the text of the release, see @B8, August 18, 1958, p. 282. 
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Eisenhower Library, Whitman File, International File 








! 
Memorandum of Conversation, the White House, Washington, August 7, se) 


Confidential 


Call of Maitian Poreig Minister on the President 


SuGzCT: 
PARTICIPANTE: The President 
Dr. Louis lars, Poreign: Ninister of Maiti 
Under Secretary Herter 
William A. Wieland, Director, Office of 
Middle American Affairs 
\ 


FF et 


During a call at 4 p.m., August 7, on the President, Haitian Poreim 
Minister Mars delivered a letter from President Duvalier + 
Haitian Govermment hopes for United States military — recalled _@« 
the 


the efforts to overthrow President Duvalier during t days of July 
said the Government expects further revolutionary attempts. - 








ioe President asked the Foreign Minister to convey his sincere recrets 
to President Duvalier that United States citizens had been involved in the 
a a ae a CS HS See Sn Cs es Cee a oep 
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In reply to a question from the President, the foreign Minister said t 
the revolutionary plotting against the Duvalier Government has assumed alien 
proportions. ile cited two clandestine radio stations broadcasting threats that 
the Presidential Palace will be bombed and 2,000 rebels will march on the 
. Capital. ile said that President Duvalier has “imowledge” that President Trujillo 
of the Dominican lic is financing the revolutionary attempts with a : 
$500,000 fund es for the purpose. The Foreign Ninister said that , 
President Trujillo aspires "to be President of the entire island” and "does 
ope that the Duvalier Government is attempting to build a sound econony 





S tratted by Wieland, 
. In a memorandum to President Eisenhower of August 7, Acting Secretary 


of State Herter recommended that the President meet with Foreign Minister 
Mare as it was “highly desirable that you receive the Foreign Minister in 
order to dispel any impression that we countenance the organization of 
revolutionary expeditions in the United States against Dr. Duvalier's 


f government.” (Eisenhower Library, Herter Papers) 


‘ eS th bie letter of August 2, President Duvalier maintained that the " 


os 


attack on Haiti of July 28-29 was part of an internat ional, conspiracy 


and requested U.S. military assistance to help defend Haitian territory. 


an unofficial translation of the letter, saaxpxkaned, “le in the Eisenhower 


Library, Whitman File, International File, 








Jd. 15S> 








*: Be 


President Eisenhower said that President Duvalier's appeal would be 
studied by the State Department and other appropriate agencies. The 
President said that he understood the Department of Justice is now investi- 

the facts of the recent plotting in the United States against the 


cating 
|| Haitian Government. Under Secretary Herter corroberated this. 


The President said he was mearmhile preparing a greeting to President 
‘Duvalier in response to his letter to hin. 


On leaving, the Poreign Minister left a previously prepared summary of 
\Zirts satenied recarka wth te President, in aidition to « letter fren 
Du ~ 
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The summary, not printed, is attached to the unofficial translation 


of Duvalier's letter of August 2. 
In a letter to President Duvalier of August 8, President Eisenhower 


\ 


agein etated that tha “the United States deplores the involvement of its 


citizens in the revolutionary attempt against your Government on July 29, 


1958, and appropriate agencies of this Government are conducting an inquiry 


“DECLASSIFIED FOR PUBLICATION IN 


to determine what violations of United States laws may have occurred, “ In 
regard to Duvalier's request for military assistance, the President Eisenhover 
indicated that he had asked the Department of State and other U.S. government 


agencies to give urgent and careful study to the matter. (Presidential 


Correspondence, Lot 64 D 174) 
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738 .5811/8-2858 


Memorandum from the Director of the Office of Middle American Affairs 
(Wieland) to the Deputy Assistant Secretary of State for Inter- 


American Affairs Gesu) 


Secret VA Washington, August 28, 1958. 
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4 YY \// vrafted by #he Officer in Charge of Haitian Affairs, Norman Warner , | ’ 


and cleared with George 0. Spencer of the Office of Inter-American Regional 


= 


‘ Political Affairs. 


The source text is an uninitialed carbon copy. Attached to the source 
text is a memorandum from Wieland to Rubottom dated January 22, 1959, which A 
describes several of the documents relating to the Marine Corps mission to 


Haiti, It indicates that the August 28 memorandum constitutes a "position 





paper" en the subject, 








YY /SSY 


BEST COPY AVAILABLE 





*-- 


—e- =. 


a 


* 
_- 


er 


om? 


“ar ¢ e 
Ji . e ' 8 ’ . 
w* , 
‘ : $ 
a] ‘ ‘ : ; : 
«/ . , ? . . 4 ‘ ? ‘ 


, > 
i -* . 
™ i. & ' 
- he © . . 4 ry . > 
a -_ 0) -" | ‘ 
, ’ " 
. >” ; ‘ . : . 
tr ° \ r* 
* ‘ ‘rr ; 
. ? 
pF _ ° 
. 
8 =s . . 
‘ ‘ ’ 4 ; 
‘ 
‘ 
- 
cor. : a *, + 
, * e 
= oe 
wo : t ¢* y ‘ 
, . ’ . , 3 
" 4 
7 ~~ ws ’ 
o ’ ¢? . 
* . oo 
'* 
, ‘ . ’ - 
> d 
' 
; t ® al 
‘ ‘ ? © 
3 < . 
. , 
> ° » 
| at . 
cin of « ~ 
2 wnt Os . ™, to ‘ 
“ . 
et ©. v; 
‘ : 
Mat B . ° 
, 
- 4 , ° 
. * . e 
‘ . ° ’ 
wt e 
t. ta ‘ , 
. 
* 
.: ‘ 
» : 
‘ 
ei 4° o ' ‘4 
e, . ’ 
‘) ca ¢ ‘ 
‘ ‘ 
+> ‘ . « 
° e 
. . - 
et) ’ 
. ‘ 
eS. i < 
S- ‘* Rs . S 
7 a> ' ; ° 
a) «* ° > ; 
. ° 4 
¢ . 
" . 
wt 
ne | 
i « . 
. 
> ‘ 
‘ Cs . ° 


wS3LWLS GILINN 3JHL 40 SNOILV13Y NDI3NO4 
NI NOILVIITENd YOS G3II4ISSV1930,, 








LA 


NY_/SS 


" w reo + 2 
‘ ert 4. ° y . 
‘ ° m. * st : cr? a ; 
. . 
i ee bo . » . 
s+ ‘ » ‘ ‘ ‘ . 
. ~~ et = o ’ - ; : 
° 4 ‘ ert OC -@ «tt 
fe Pe oe - » °, . ‘ : 
w\ ¢ o-,. e tote? , . 
je * 4 : ° . 


EST COPY AVAILABLE 


2 

w 
? 
’ 
™~ 
, 


. ° . 
> al * 
' 7? 
Pe wef . b. fe AA ‘ ; 
. ¢ 
; > ae ' A : 
t} ' hy . 
s ‘ Tz. el > . 
— f fe te ' . 
. , t ‘ ~s 
oo oe fa , . 
‘ oy ¢ ‘ ; * 
. , ° ‘ > 
ot ' ’ 
t or Se ageat * 
i er’ . ° . e ; 
4 o ‘ ' f . ‘ 
> . + © 
7. ° . . pA ’ ° ° 
”~ Oc ’ ‘, ~~! _ r 
¢ :* oe ’ ‘ ¢ 4 ~” 
. ° 
t) rte ?. «4 . _ 
fe t» ; = ° 
‘. ba es mPa: ft 4 . 
‘ 4 4 4 + ° ° 
. 
ot @ ’ . < 
ct e- 4 ' 1 oO Ge . . ‘ ‘ - 
«* @ . i‘ « » * ‘ . 
_ ‘ : & « ? ; . 
‘., - - * ‘os 
° %. ‘ i, P . . 
e+ c . ’ ° G . 
. . -) - 
ef +e * 4 
7 « ° ~ ’ 
t ‘ r | ? SS) Te ’ ° ° © ’ 
- ‘ cr - . 
~~? ¢ ‘ “1 
tir | ie ‘ ~4 . 
bo Aa 7 . : . r a 


. wS3LVLS G3LINN JHL 40 SKOILV13N NOI3ZNOS 
NI NOILVIINENd YO4 G3I141SSV1934,, 





IN 


RELATIONS OF THE UNITED STATES" 


“DECLASSIFIED FOR PUBLICATION 


FOREIGN 





4. The present status of our relations with Haiti calls for a 


pesitive gesture to offset the adverse reaction of Haitian officials to 
the participatien of Americans in the July 29 attempted coup and the fact 


that it was launched from U.S. soil. 


1, That you sign¢the attached letter to the Assistant Secretary of 
Defense, Mr. John N, Irwin, IL, | recommending that Marine Corps persennel 
be assigned to Haiti on a training mission provided that the Haitian 
Government agrees te let the mission eperate under conditions deemed 
satisfactory by the Department of Defense and by this Department, An 
essential condition to be met prior to despatch of mission personnel is that 
the Haitian Government agree te take measures designed to allay current 
pelitical tensiens. Further, the mmazuxe letter states that the Haitian 
Government should be informed that if there is a recurrence of internal 
violence of political origin, the training mission's activities may be 
curtailed or the mission possibly withdrawn in order to avoid any appearance 
of U.S. involvement in Haitian domestic matters. The letter also expresses 
the Department's belief that the training mission should not become involved 
in training or advising the Haitian pelice, The letter suggests finally 
that a representative ef the Department of Defense visit Haiti in the near 


future to inform President Duvalier ef our decision and the conditiens 


attached to it. 


(r9 ) 


2. That you initial the attached telegram, informing Ambassador Drew \y 


of our views on the assignment of a Marine Training Mission to Haiti. 
3, That you initial the attached memorandum informing the Under 


Secretary of eur conclusions and requesting his concurrence in yeur letter 


to the Department of Defense and the telegram to Port-au-Prince, 
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on September 9 
\y Not printed, The letter from Rubottom was sent/to Mansfield D, 


had 
Sprague, who ton replaced Irwin as Assistant Secretary of Defense for 
International Security Affairs during the interim. Im addition to the 
contents described in the August 28 memorandum, the letter sent to Sprague 


on September 9 im included a paragraph indicating that the Department of 


Cs) 


State's approval of the assignment of Marine Corps personnel to Haiti did 
mot mean that the Department approved of all of the recommendations of the 
military survey team, especially those concerning material or financial 
support of the Haitian military. (738.59/9-958) 

\ SY Not attached to the source text.and pecouably are seme as telegram 99 
to Port-au-Prince, drafted by Warner on August 28 and he on 
Septeuber 5, (Not printed; 738,58/9-558) 

, VY Not printed. No indication has been found that the memorandum was 


sent, 
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ARA Special Assistant's Files, Lot 60 D371, “Haiti” 
— Record of a Meeting, Supaxtummtxefixfeare Washington, September 14, 1958 
Confidential 
Meeting - September 1, 1956 -- Leonomic Propram for haiti 
[Rchesponts : : | State Departzent: * amy Aubottom (ARA,; smow (4 -A)s Wieland (Cia); 


IN 
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ae Conover (asa)s Post (kEA); and 


Treasury Departasnts Mr. Harley ICA: Mr. Atwood 





Mr, Aubottom opened the meeting by pointing out that the sconosis 
situation in ‘aiti has shown no significant im rovement and that a new 
look was necessar;. He said that we shoulc consider obtaining, in 
cooperation with President Duvalier, greater responsivility in economic 
affairs. Since the Duvalier government was freely el~cted and the 
best prospect we could see ahead, Mr. Rubottom was convinced that 
we should make efforts to intensify our cooprration. le belicved that 
Duvalier wante to work with us and that we ciworid try to convince his 
that we do likewise, Ar. ubottom raised with Mr. Atwood the need for 
experienced ICA personnel at the top level t deal with the Kultian 
government in cverall economic planning and implementation. Ar. Rubottoa 
said that Mesars. «aug, villon and icintos!: recognised the lmurtance 
of completion of the construction work at tls -rtibonite ‘alley and 
that we should coneider having tho OLF supp.) ine fua.s for t:is purposes, 
4n addition, he said w should continue ovr «rat food proyras there 
and indicated that perhaps a greater amount c..ld be shipped. Ar. Atwood 
stated that the problem was one of gettin, 4 .e,uate cisetrioution of 


foodstuffs. 


Mr. nubottom pointed cut that it was a satter of high priority to 
eet up an inter-agency comiittee to study the .«itian economic problem, 


Mr. Snow agreed. 


Mr, Rubottom then mentioned that a Aarine Corps training rission 
was expected to go %o tiaiti shortly to train the Aray. 





\// vratted by Post on October 13, 
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Inc, and Lehman Brothers, Inc, Bocumentation concerning the negotiations 
of these contracts and subsequent discussions between Department of State 


officials and representatives of the two firms is in file 838.00, 


economic counseling to several Latin American governments, 





3 


$3 ; i j #: jist F 83 bay2 
: ag 5a] i a(t al; ; 
Bar ae ad 


a ee ie er a | ~  * 
; m +f wS3LVLS G3LINN 3HL 40 SNOILY134 NOI3N04 , 
NI WOILVIIIGNd YOS 03141SSY7D30,, 


AR 











“DECLASSIFIED FOR PUBLICATION IN 


(1) That the cost survey be top pricrity. 
(2) That ICA and State would lock inte the problen ef eccnenis 


eet , \eenmaltante for the OOM, . 2! ray? 
RSi Pr, 4 


(3) That the Haitians be informed of the adverse aspects ef 
nationalisation of the power industry, without trying to 
eell them on any specific private power measures. 


¥ Ch) tase, tne TLE toes. tke up the financing of the Artibenite 


‘<5. Mite Kimball said that the cost survey would com to about $15,000, 


~ -* > - ‘ . a ‘—_ - 





wel ‘44 ade hy 
VY On September "23, president of the Export-Import Bank, Semved-@, 
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“ 


Maugh, advised the Department of State in a letter to Assistant Secretary 
Rubottom that jis the Haitian government was in default to the Bank # for & 
the sum of $500,000 in connection with the Artibonite loan and for the sum 

of $25,000 in connection with an additional loan. Waugh added: “It is 

our opinion that no assistance by other governmental agencies should be 

given to Haiti unless it maintains its debt payments to this Bank, Even 

though assistance may be coming from other agencies, we are strongly of the 
opinion that the sanctity of obligations should be preserved and such a 

concept impressed upon the Haitians. If a debtor is to be relieved of 


debt payments while receiving aid, it would create a harmful precedent for 


the loaning activities of this government." (103-XMB/9-2358) 
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738.58/9-958 


Letter from the Deputy Under Secretary of State (Murphy) to the 
Assistant Secretary of Defease for International Security 


Affairs (Sprague) | 
pS 
Confidential Washington, September 23, 1958. 


Dear Mr. Sprague: a . 


I refer to Mr. Rubottom's letter of September 7, which 
recomended the assigmzent of United States “arine Corps training 
personnel to liti provided that the Laitien Goverment vauld 

agree to permit such personnel to operates uncer conditions 

deencd satisfactory by the State and Defense bemrtuwnts. As 

ya Ens, representatives of the Lepartment of Defense (Colonel 

7ictor Croisat, USC) and of this Depart=ent (Mr. Willim A. 

Wieland) visited Yai te Sestexber 10 to 13 to discuss this matter 
Zurcor with tho “resicent of Maiti and officials of his 

FOVOriL Mite — 


¢" 


Acbessodor Trow participated in these discussions e.d on 
Ceptamber 12 an understardinz was initialed by hin and the 
fiaiticn Prosident on the following points: the “eitias Jovermne 
rant til] taxe measures to allay curmsont political tend O55 the 

oS. rocserves the rivit te evrtail the training mission's 

egtivd the °3 or even withcrew it in caso of a rocurssce of ine 
ternal violence of political oricin; and tho tr: ning rissi 
will nos bocore involved in trainin; or acvisin:s tle Ecitian 
police. Tho -saitian Joverment also avread to cive stey:ate 
Gusport to the treinine mistion aid to allow 10 eufl Motest 
“Se9p0 ts operate effoctively.. A miblic stsateent wes raleasod 
in Maiti on the foct that discussions were beings held; tho 


j specific uncorstandin; reached has no, of course, beoa n-ée 
uly aa oy 


tidak it is of croat inmportasce to follow up thess suce 
cessful talics with the “aiticn Pre: idee: at by acsimning a -iurine 
Corns Training ms sion to naiti at ths carliest possible tins. 
Since nogobtiation of the necessary acsro@unt and other prelin- 
inary stops may conswae sevoral months, I further recom ond that 
a tenporary wilitary training unit (Usc porsonnel) be seat 





\Y Drafted by Warner and cleared in draft with Spencer and Athol H, 
Ellis of the office of the Special Assistant for Mutual Security Coordination. 


~/ See the summary of the letter to Irwin in the memorandum from Wieland 


oom to 
to Snow of August 28, ‘pth and footnote 2 2 that document, ’ 


\3 “The texts of the memorandum of understanding for negotiations of con- q 
Uundltr wihitth ha lintitee Sater abu /o Sfevide 
ditions Som peovadiag-ley Marine Corps Personnel to Haiti and of the 


€ y 
joint communiqué. issued to the press on September 12 @'S transaitted t , | 
the Department of State in despatch 133 from Port-au-Prince,” Saptambarxttyx 2 
on September 12, (738,58/9-1258) i = 
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immedi to Haiti to begin the training desired by the Haitian 
ermamnte, This would be of great valve from the point of view 


of our basic rolztions with “alti, as tangible evidence of our 
intention to wrk with “aitd in this fleold of vital imoortance to 
ite Oa July 28-2) of this year a revolutionary atteupt was made 
azainst the elected Joverment of “aiti by a cnall force laemched 
froa U.S. soil, which included ‘cerican citizens. This attest 
was quickly crushed t but there are rany reparts of further plotting 
in the United States and elsowlore acainst the “aitian Govern=uant. 
To counterset tle adverse ino orsssiosn created by the iavolvernrnt 

of & orleans <n the July 25-2) attempt and the reocorts of further 
ploctt Laz cn Jede Schl, I think 16 is of urcent inoortaxce for the 
UeSe tt teke all possible steps to forostall a possible revoetitica 
of that attecste Phe spoody arrival of a military training wit 
(ovon thouch it risht be @ co:mrstively suall mit auaienod on 

a tomporary bavis) woulc be uselus in asca-plic ving this political 


a, ary Se ivethor, tw “aitiai repost i i3 rission has 
ame 4% soscible for vs %2 obtain. in ortant polit sisal cast 
monts fron tie Scitian Pe-sicont wiieh, if conplied with, should 
tead to statllise the present tlyatisturbed cituation in that 
Ccountiye 

A further consigeration nm*ivatine ry recor entation for 


tin carly assi~x cat of a rill vary training unit is thas the 
exerience of this tarscrary vnit wils provice a tost of the 
provable effectiveness of ta: arop2se6 ¢ fullessale trainin: rise 
sica a9 well a3 a toss of tie Raltim Soverrnnt's ability to 
alley political tension, as acrevd in the mnesrancu of merre 
stux'bice A Copy Of ths vomranius is entlosete i. . 





Sinceraly yours, 


Robert Marphy 
POP ccers- 





on October 31. 


and Marine Corps personnel. 


— 


" 


Y /, ’ 
YA Snow recommended this course of action ig a memorandum to Murphy 
A 


of September 22. (738.58/9-2258) 


Ye The temporary Marine Corps training unit arrived in Port-au-Prince 


On December 29, 1958, the United States and Haiti concluded « Naval Mission 


Agreement that provided for the assignment of a permanent mission of Naval 








(Telegram 212 from Port-au-Prince, October 31; 738 .58/ 10-3158) 


For the text of the agreement, see 9 UST 1528. 
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Rubottom Files, Lot 61 D279, “Haiti 1959” 


Draft Memorandum from the Assistant Secretary of State for Inter-American 
Under 
Affairs (Rubottom) to the Aumtukaemz Secretary of State for 
, 


Economic Affairs (Dillon) NX 4 | 
Confidential Washington, February 2, 1959. j 
SUBJECT: Request for Crant Assistance for Maiti from President's i 

Contingency Puris — 


the fadiure of the coffee crop ard declining coffees 
prices, Maiti has exdiseted ite U.:. dollsr revarves and is rumaicc 
a very substantial Dodzetary deficit despite cevere reductions in 
fiscal expentitare. Econouic paralysis and 2. cial ant political 
cheos wiless Haiti invet ately obiaing financial 
» view of this ten-rary situstion which is 
the 0 


Ee 


froa the FY 1959 funds evailable uder tho President's Coutingengy .. 9. re 
Pond under Chapter IIE of tho Mutual Security act of 195," a8 amendedy \ me 
- _ 
2) The allocation and comiteent as prest aid of $ aillics fo oad 
too FY 1959 funds available under ‘hc President's Contin Awznd a 
end the allocetion of $1.5 million iros Specie. Assistance funds to be 2° 
avallable for FY 19% of tive 9.5 million bel: - requested for Maiti. a 
In view of ti extreve urgency of the care, Uc possibility that 
Congrers ~ay delay in voting the FY 1940 Mut. . Security Progras . 
@ppropriations, ax the probability that all the ).5 «illien of F 
Special Assistance will be required in FY 1960, it is» believed that ‘. 
the first recommendation @icoald be followei. . 


—<—+— ee een ee ee eee eee 
* 


NX ost 


« The source text is an uninitialed carbon copy that was not sent. 
It lists the concurrences of TAMAMEXMAMN Assistant Secretary of State 





ny 


for Economic Affairs Thomas Mann, Special Assistant for Mutwal Security 
Coopdination John 0, Bell, and Regional Director of the International 
Cooperation Administration's Office of Latin American Operations Rollin 

S, Atwood, According to 4 memorandum from Snow to Dillon, undated but 
apparently drafted eS, reprcery 12, the International Cooperati 
Administration had refused he concur in Rubottom's memorandum of 

February 2 and had indicated instead that a “substantial revision” was 
needed. An wninitialed carbon copy of thte wenoranduay/att aches to the j 
source text, #SacExXaxvetation 


> 


NY For the text see 68 Stat. 832. 
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\3/ on February 13, Atwood submitted to Acting ICA Director Leonard J. 
| Saccio a separate memorandum addressed to Under Secretary of State for 
Economic Affairs Douglas Dillon, that recommended, among other points, ! 


that up to $6,000,000 of special assistance funds be ~~~ i 


made available to the Haitian Government as emergency foreign exchange and 
budget assistance, Atwood's memorandum emphasized that the Haitian 
Government had " proved itself unable or unwilling to resolve its own 
administrative and budgetary problems" and that as a prerequisite to 


receiving the special assistance, Haiti must accept a system of strict con- 


trols and supervision, daserthedtxtaxdetatixinxthexmemeranduxAtweedisxmemexaniuex 


On February 17, <en=egiegnween6-ereieeet ee eee eettetateesset es 
4 -hesues@™®, Saccio forwarded Atwood's memorandum to Under Secretary ef®vere 


fom Lecunemtec-Aftcire Bagghes Dillon with a covering memorandum indicating 
approval of km Atwood's memorandum with the provision that the proposed 


(yo lVU0 ) 


controls described in the memorandum be amended to obtain the approval of 
Haitian Finance Minister André Theard who was then in Washington, (Carbon 


copies of the memorandum of February 13 and Saccio's covering memorandum of 


“DECLASSIFIED FOR PUBLICATION IN 
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February 17 are in ARA Special Assistant's Files, Lot 60 rf 371y) The 
Department of State's Bureau of Inter-American Affairs, in a memorandum from 
Snow to Dillon of February 18, agreed to the $6,000,000 level of financial 
assistance but objected to. ICA's characterization of Haiti's inability to 
manage its own affairs Zand found ,ICA's proposed @8iimi controls an undue e, 
interference in internal Haitian affairs, (ARA Special Assistant's Files, 7 
Lot 60 D 371, "Haiti") On February 24, Finance Minister Theard and ICA 
Acting Director Saccio exchanged Lette? providing for a United States pledge 

’ of 66,000,000 in special assistance funds and a Haitian agreement to a revised 


The t/t pany T cf Strive Teansn Wed 
‘ ¢ list of controls and supervision, » fine text of the notes wae-@eeneméeees to 


~ (738 ,5-MSP/2-2159) 
a Embassy Port-au-Prince emxitmkxemaryx2x2i in telegram 309 on February 21, 


4 4 Be. tery? of Te an renetmenl ‘on Tacred im pies trbrads. 


the bepartmentod Stare Bu/slesin 


135 of Ae bratty 24, S52 A) aackh /o, 9s9, Pp: 350. 
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_—— 
738 .00/2-2759 
Telegram from the Ambassador in Haiti (Drew) to the Department of State 
Confidential Priority Port-au-Prince, February 27, 1959--2 p.m. 
321. Deptel 317. 
r—\ 
~ 
BC . BAVE FINALLY COME TO SHARE THE OPINION HELD BY US GOVCRNWENT ; _ 


REICIALS IN HAITI , MY DIPLOMAT C COLLEAUUES Al D IVCRW Mii 


5 MAYOR ITY RAITIANS OF ALL WALKS OF LIFE THAT PROOPCCTS 

} LONG-TERM SURVIAL OF DUVALIER REGIME ARS AT PRO GNT TivVe POUrtsT 
aINCL AE: NAUGURATION OCTOBER 14/57. REALONS AK MANY #400 4 om" Ler 
INTERNAL REASONS MAY BE SUMMARIZED AS T° vi 


(1) DESPERATE ECONOMIC-FINANCIAL SITUATION STEM TING CROM bea 
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(4) HE HAs RUTHLESSLY TRAMPLED ON Civil. LIBCRTIL. THROUGH 











\! / Department telegram 317 to Port-au-Prince, @ February 25 ) requested the 
’ Embassy to report official and public reaction to the announcement that the 
mos if 

United States, extending budgetary support to Haiti.amixzexex The Embassy was 4 
also asked for its evaluation concerning the current stability of the Duvalier 
regime and the possibility of strengthening its popular bases of support. 

f (738 .5-MSP/2-2459) t 

- 

\@/ Daniel Fignole briefly served as the Provisional President of Haiti 


between May 26 and June 14, 1957, 
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SUPPRESS!ON INDEPENDENT PRESS AND TOLERATED, 

iF NOT DIRECTED, BRUTALITITES BY SECRET POLICE. cATEST INCIDENT 
OF SAVAGE BEATING RESPONSIBLE BUSINESS MAN BY OFFICER OF PRESIDENT 
GUARD CULMINATES LONG RECORD OF BRUTALITY AND HAS UNDONE ANY 
POSSIBLE GOOD EFFECT OF RELAXATION HARSH POLICE MEASURES IN 
JANUARY THIS YEAR 





(5) PRESIDENT HAS ALMOST ENTIRELY NEGLECTED ANY EFFORT DEVELOP 
HIS OWN POPULARITY. HE REMAINS LARGELY ISOLATED FROM POPULATION, 





X © | HOLDING COURT ALONE IN PALACE WITH ALMOST NO ATTEMPT THROUGH 
(ye PUBLIC APPEARANCES IN PORT AU PRICE OR PROVINCES TO BROADEN 
+ BASE HIS SUPPORT. HIS FURTIVE SECRETIVENESS PROBABLY OVERLAID 


WITH LARGE MEASURE PRIMITIVE SUPERSTITION HAS ALIENATED MOST 
DECENT SUPPORTERS, LEAVING HIM SURROUNDED BY SMALL PALACE 
CLIQUE OF PERSONS OF LOWEST POSS/GLE REPUTE. BELIEVE IT IS NOW >| 
TOO LATE FOR DUVALIER SUCCEED BROADENING BASE HIS POPULAR 
SUPPORT. 





EXTERNALLY PRINCIPAL ELEMENTS ARE 


(1) THE POLITICAL ALLIANCE BETWEEN DEVOIE AND fF 'GNOLE HAS SHAKEN 
GOVERNMENT AND HOLDS GREATEST POTENTIAL THREAT T9 REGIML. 


(2) PROPAGANDA ACTIVITIES AND THREATS OF INVASION FROM DEVOIE 
AND FOLLOERS FROM CUBA ARE ENCOURAGING ENEMIES AND TRIGSERING 
MANY TO ABANDON SHIP THEY BELIEVE WILL SINK 





(3) THE |LL-CONCEALED HOSTILITY OF CASTRO IN CUBA AND BETANCOURT ~ 
IN VENEZUELA 1S FURTHER COMFORTING EXILES THOSE COUNTR'ES AND be ° 
OPPOSITION AT HOME. 
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(4) DECEMBER 22 ALLIANCE WITH TRUJILLO IS PROVIN.. SERIOUS S3, 
LIABILITY AT HOME AND ABROAD } 
> 


DESPITE Att THE FOREGOING IT MUST BE RECOGNIZED THAT DUVALIER 
HAS SKILLFULLY CONCENTRATED POWLR INCLUDING ARMS AND AMMUNI- . 
TION 'N PRESIDENTIAL GUARD AND SECRET POLICE WITH ARMY PRACT:ICALLY +. 
LEADERLESS AND POWERLESS. IT 1S OBV/OUSLY IMPOSS:BLE FORECASI 
HOW OR WHEN HIS OVERTHROW WILL OCCUR BUT HOSTILE LANDING ON 
COAST MIGHT WELL PROVIDE SPARK LEADING TL MASS UPRISING NOW 
ONLY RESTRAINED BY FEAR SECRET POLICE. GIVEN HIS FANATIC 








CHARACTER AND MES! AH-LIKE COMPLEX i SCE NO CHANCE HE 
Witt ABANDON REIN... OF GOVERNMFNT PEACEFULLY. ALO WORKING HIS 
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FAVOR IS ABSENCE ANY ONE POLITICAL FIGURE CAPABLE HOLDING 

COUNTRY TOGETHER. WHILE MANY NAMES MENTIONED BY OPPOS:!TION 

THERE 1S GENERAL FEELING THAT NEITHER DEJOIE, FIGNOLE NOR 
JUMELLE COULD STAY IN OFFICE LONG AND THAT ONLY A JUNTA OR 

COMMITTEE PUBLIC SAFETY (US SUPPORT BEING ASS' MED) FOLLOWING 

HIS OVERTHROW COULD MAINTAIN ORDER AND HOLD NEW ELECTIONS. 


IN FIELD FOREIGN INVESTMENT ALTHOUGH GENERALLY BELIEVED THIS 


om: 
ALSO STRENGTHING HIS POSITION ARE US AID AND RECENT DEVELOPMENTS ke 
ASSISTANCE WILL ONLY DELAY HIS !NEV! TABLE DOWNFALL. t 


DIRECTOR USOM AND GB concur. \- 


DREW 
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738 .00/3-359 / 
Telegram from the Acting Secretary of State to the Embassy in san 





Confidential Niact Washington, March 3, 1959--8:58 p.m. 
' ? 335, Embtel 321., 
; Department appreciates analysis in reftel and requests country team fog 


up analysis with recommendations for action which might be appropriate in 
circumstances, keeping in mind US policy objectives in Haiti of fostering 
economic growth and financial equilibrium within framework political stabili 

















specific problems (despatch 338 re USMC mission, 
emergency) Department has acted on premise best hope for stability and 
in Haiti is to work with present constitutional government to solve specific 
problems. Does country team believe this premise still valid? If not, 
Department solicits recommendations for changes in U.S. approach to problems 
ffx inj Haiti. 
LM Meamhile, Department believes recent constructive U.S. action 
a financial crisis in Haiti provides good basis for approach to Pre 

: er along following lines. (1) We have been closely observing 

wd oda doing all we pee rly oan Se constitutionali it; 
in Haiti by workitig~*- out training mission, emerge 
~ add, increased technical] cooperation program, surplus food program, 
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f { Tohn ©. Hri\ 
\\/ Dratted by Warner; cleared with Wieland and ,the Special Assistant to 


the Assistant Secretary of State for Inter-American Affairs; JorMtbly & 

7 Re be rv Denhauter, me 
c. : SOR XREXtext xat 

i and signed by Rubottom re Special Assistant to the 4 

3 


Deputy Under Secretary of State for Political Affairs, Aovere-Bonhevees, 
Zz was informed of the eumtamtikemexe telegram's content. 
7 
Supra. 
| WY 398. 13/2-175 9 
NY None printed; jets respectively under 738,58/2-1859, <seorter . 
and 838,10//- 9757 a 
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people. In doing so, we have tried avoid involvement in internal Haitian political 


- 


veesel visits and taken other steps to aid GOH in alleviating distress of Haitian 


affairs and with that in mind came to understanding with President Duvalier in 
September 1958 to guard against military training assistance being misinterpreted 
as political interference. The President should be reminded of his undertaking at 
that time to take steps to allay political tensions and of our having reserved right 
to curtail activities or withdraw mission in case of internal political violence. 


a ve ee 


ors ee * 


(2)While mindful of outside pressures on his governmeat which we seeking to allay, we 
are troubled by recent developmente which appear run counter to September understand- 
uff sive cele coler opposition es GON relies on force net pepular pert 
eff of Haitian stability. As gpjripriate - 
ion such examples as 
jonanngiaee press reporte quoting Cuban police authorities that gunmen recently 


arrested in Ouba say they were hired to kill Dejoie and other Haitian exiles; (b) reports 
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from press and other sources of one alleged Dejoieist killed and another severely 
beaten in Port-au-Prince recently, and other apperently unwarranted political reprisals, 
despite Jamary assurances given by President; (c) Department further seriously 
concerned over statements widely attributed to President Duvalier published in press 
of Haiti and elsewhere (and not disavowed to date) and with damaging repercussions, 
that President called on his followers to "chop off heads and burn houses" if 
revolutionary attack made. This interpre<ed as invitation to indiscriminate, un- 
yeotweined nob viclenes end has deeply 5 sd responsible U.S. opinion. (3) We have 
felt constrained to discuss these matters with Presidert in light September under- 
standing and, in doing so, to point out again that growing adverse reaction in U.S. 
|_gnd eleeuhere to such develommente creates serious difficulties for U.S. in its 
efforts assist GOH to overcome pressing financial and economic problems. 
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lw) decane U8dRA obo ceben te ceunée Gatewtbes to ebnesee senstien 2 US. ot | 
elsewhere to unprecedentedly close repprochement between Haiti and Trujillo especially 
view widespread and growing intensity of anti-Trujillo campaign in Caribbean and rest 
' of hemisphere. 
Y Depertannt unfevetents President Bavalier plone un$er prencuncemat ob Cop 
Haitien March 5. (FYI Val Washington has told Departaent he plans arrive Haiti 
March |; and have frank discussion with President Duvalier on situation). If Ambassador 
concurs in making approach to President along lines given above, Department believes 
most desirable this be done prior March 5 in hope President Duvalier might be guided 
| ‘by such views in making whatever pronouncement he has in mind. Department expressed \ 
views similar to paragraphs two and three to Ambassador Bonhomme here last week who 
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promised convey to President Duvalier. 
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738,00/3-1159 


Despatch from the Ambassador in Haiti (Drew) to the Department of State 


Port-au-Prince, March 11, 1959. 


Confidential 


No, 384 


Ref: Department's telegram No. 335, March 3, 1959, NI 
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policy toward Haiti. 
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hiding and two of whose brothers were shot com by Duvalierist police. 
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738 .00/5-3059 


\/ 
Telegram from the Acting Secretary of State to the Embassy in nies 
.¢ 
, Secret = Limited Distribution Washington, May 30, 1959--7:07 p.m. 


4 


ne ——————— 


451. For Ambassador from Rubotton. 





Besides genuine concern vich Department has for health of President | 
Duvalier due his high office and long and friendly association vith United 
States in various capacities, there is deep preoccupation here that unless 
President recovers quickly Haiti may sink beck to politically unstable morass 
euch as followed overturn Magloire. Prospect of Cabinet rule as called for 
by Constitution in event incapecity President is unpromising, especially if 
head of Secret Police, irrespective his personal qualities, is locus real 
power. Knowledge abroad of Barbot's exercising authority would also contrib- 
ute to further bed public relations for Haiti which has been a continually 
adverse factor in trying to normalize relations that country. Presumably 
Cabinet would have power to appoint Barbot to some official position but this 


mec 6 ee SS 


yy 


FOREIGN RELATIONS OF THE UNITED STATES" 


ie internal Haitian matter. Your views on this requested. Also, should 
President die, do you think there would be immediate contest for pover not- 
withstanding constitutional provision that head Supreme Court assume Presidency? 
Request your vievs urgently regarding personal qualities Bicoleau of leadershin | 
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{ Drafted by Rubottom and initialed by 
On May 27, Ambassador Drew informed the Department of State that he 


had learned from Haitian officials in strictest confidence that President 
oy val 
f 


Duvalier had suffered a coronary occlusion during ,evening of May 24 and ‘ 


that his condition continued to be grave, (Telegram 415 from Port-au-Prince, 
May 27; 738.11/5-2759) In response to a request from Haitian officials for 
United States medical assistance, the Department of State arranged with the 
Department of Defense for the Chief Cardiologist at Guantanamo Bay Naval 

with special equipment Documentation is in file 738.11, 
Base to proceed tumantaraiy {© Port-au-Prince on May 29. / Following his 


recovery, President Duvalier sent « puxaetifheletter to President Eisenhower 


~~. 
~™®s 
7 


Av 


on July 13 personally thanking the President, the Department of State, and ° 


Ambassador Drew for their assistance during his illness. (738.11/7-2359) 
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end whether he could be expected to bold on to Presidency. 2 

In view above, US should try assume effective guiding role at this critical 
juncture in Haitian affairs. Believe all responsible Haitians should be urged 
to lay aside personal ambitions and permit orderly constitutional processes to 
be carried out should this become necessary. They should understand clearly 
(and you euthorized use this line in talking with members of Government and 


| others in your discretion) that ability of United States to continue ite pro- 


grems of assistance to Haiti will repeat will depend on their joining forces to 
provide orderly and peaceful transition of power if such unfortunately becomes 
necessary. 

As you knov, Mitual Security legislation is now under active debate in 5 
Congress and before US public. Our programs for Haiti, including special 
assistance and the Marine Corps Training Mission, have been the subject of 
repeated informal discussion and review before the Senate Foreign Relations 
Sub-Committee on Latin America and the House Foreign Affairs Sub-Committee on 
Latin America. ‘These programs have been presented to the Congress and to the 
US public as “eeloulated risks.” It would be regrettable if Haiti were now to 
show iteelf incapable of maintaining orderly processes of government. Should 
political instability ensue, Department's TRNMEMOGEOUIITI yyy position in 
support of above-mentioned programs would be in grave jeopardy. 
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738.5/7-859 
{ Telegram from the Ambassador in Haiti (Drew) to the Department of State, / 
‘ Confidential Priority Port-au-Prince, July 8, 1959--7 p.a. 


10. 


SEDER gs REPEATED-ENPORMATION HABAMA 2, -CITDAD~ 
{Aibd Lib 2 


J Foreign Minister Mare sent me note dated July & to say GOH 
instructing Ambassador Bonhomme officially request US help 
preserve its neutrality and territorial invioclability during 
present Caribbean crisis., Borhcome authorized inform Depart- 
mont GCH caking ite port and airports availsble to permit US 
arzed forces patrol Haitian waters and air space since Haiti 

. does not have materiel resources with which protect itself 

\~ from invasion (Eabassy talegrez 6)., GOH making request pend- 
ing OAS coilective action re-establish peace in Caribbean 
and for purpose rezainicg cut cf quarrel presertly dividing 
certain members Americen fazily end permitting Haiti once 
agzin cleeriy dezonstrate its support principles non-inter- 
vention. 


GOH has no “wepeeemiyh chjection to publicity this demarche. 
Note by pouch. 





” 


C 


I aware our firm policy of collective acticn through OAS to 
preserve peace of hemisphere and reluctance our part under- 
take unilateral action which wight give rise to old cry of 
big stick dip,cmacy. However, the fuse is burning fast 
the powder keg in this part of Caribbean may blow up befo 

We can effective collective action through OAS or pro 
poecd 9 Haiti is clearly peace-lcving state with nge 
eggressiv designs cn anybody ard I feel we could make géod 
case for prompt effective action to protect her shorés from 
threatened invasion. Knowledge ca part of would-be invaders 
we have set up protective patroi érea cff Haitian coast and 
sround island would in wy opinion be surest possible 

temt to threatened invasion. 


DREW 
CT copy must SSS eee 
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VV nepeated for information to Habana and Ciudad Trujillo. 
On July 2, the Dominican Republic had requested the assistance of 
the Organization of American States following the landing of revolutionary 


expeditions in its territory. For additional information, see the editorial 


for 
note on p. -- ddomt ntean-repubiie-4une-i4;-19594-;/ documentation 
” relating to the Zise meet ing of consultation of the foreign ministers of 
ot = £ Au ust ja-)3 452 4 
the American enattenn, held at Santiago Chi - consider “rising tensions 4 
> 4 in the Caribbean, Setunamingese iat see pp. --dseparate-reg-eonp)- 


On July 8, Ambassador Drew reported that Foreign Minister Mars had 
informed him that the Haitian Government was extremely concerned about reported 
Cuban and Costa Rican preparations for an invasion of Haiti preliminary to 
a renewed attack on the Dominican Republic. (Telegram 8 from Port-aut Prince; 


738 .00/ 7-859) 
“/ On July 9, the Embassy at Port-au-Prince transmitted thuxtextxet a 


RercetgnxMintererxtars!xnstexeixduiyx® to the Department of State the 


text of Foreign Minister Mars’ note of July 8 in despatch 9, (738.5/7-959) 


The note from the Haitian Embassy to the Department of State, dated July 9, 
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is filed under 738.00/7-959. 
wy, Telegram 6 from Port-au-Prince of July 7 contained a report emphasizing 


the scarcity and poor state of Haitian military equipment. (738.5/7-759) 


f NY Reference is to the gitth gesting of OAS foreign ministers held 
"" > 


x at Santiago, Chile, Aegoet 12-18, eee 
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738 .00/7-1059 
| i 
' 
Telegram from the Acting Secretary of State to the Embassy in Haiti | 
’ Confidential Priority Weshington, July 10, 1959--7:57 p.m. 


24. 
6 Tate Ao ‘ and Deptel me 


Department most sympathetic plight Haitians and will do all possible 


de 





te responsive their request. Outcome present OAS consideration Caribbean 
problem not yet clear and in view categoric assurances Castro that no 
expeditions will be launched from Cuba, read to OAS Committee today by 
Cuban Foreign Minister Roa, Department feels some of heat is off if for 
no other reason than attention of hemisphere countries being focussed on 
Cuban performance this regard, 

Although risks are involved, Department believes that patrol as 
requested by Haitians should not mpegs be established at this juncture, 
Possibility such patrol being kept under consideration but irmediate steps 
being limited to following: (1) Navy will hold USS Barry in Port-au-Prince 
two or three days beyond scheduled Sunday departure (we considering 
requesting that vessel this type be maintained Port-au-Prince for 
duration immediate crisis) and (2) Navy arranging visit of destroyer-type 
vessel to Cap Haitian, to arrive Monday morning. 

Request Arbassador inform Foreign Minister that Department giving 
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, 
\ J John C. Deeves ? 
/ drafted by Little; cleared in draft with Rubottom and with ehe~ 





Acting Director of the Office of Inter-American Regional Political Affairs; 


© genm-Beeiese cleared in substance with Captain R, Kefauver, Head of the 
Western Hemisphere Branch of the Office of the Chief of Naval Operations; 


and signed by Wieland, Donhauser was also informed of the telegram's substance, 


vi Telegram 10 from Port-au-Prince is supra. Telegram 20 to Port-au- 
7 
Prince, transmitted on July 9, informed the Embassy that the Haitian Charge 
Gaston Woel had delivered a note to the Department of State, the substance 


of which had been accurately summarized in telegram 10 from Port-au-Prince, 


(738 ,00/ 7-859) 
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im active and high-level consideration Haitian request with full awareness 
emergency conditions, that Cuban FonMin again committed his government to non-e 





intervention policy today in OAS and that pending final decision on Haitian 

request, Navy taking two steps described above, Request Embassy arrange 

clearance ship visit to Cap Haitian, Department passing similar info to 
\Y donhome Saturday morning. 
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738 .00/7-2159 


Memorandum of a Conversation, Department of State, Washington, 


July 20, 1959 WY 
f{-—~.. 


’ Confidential 


SUBJECT: Delivery of note in reply to Haitian request for 
U. S. assistance 


PARTICIPANTS: - ety Bonhomme, Ambassador of nhs 


SS 












e. 

to call in order that Mr. Rubottom ] 
uly 20,in response to the Haitian Embassy's 
note of J requesting United States assistance to safeguard Haiti's 
neutrality and‘ independence. Ambassador Bonhomme did not open the note and 
read it during the conversation and therefore did not comment directly on 
it. 






Mr. Rubottom opened the conversation by stating that we have fully 
shared Haiti's concern over the Caribbean situation and reports of plotting 
directed against Haiti. He stated that the Ambassador and his Government 
may not have been aware of this but he, Mr. Rubottom, had had many talks 
with officials of other Latin America governments during the past several 
months concerning the situation and particularly Haiti's plight in being 
caught in the middle. He mentioned specifically having talked with the y 
President and Foreign Minister of Venezuela and with the Cuban Ambassador 
here. Mr. Rubottom said that we in the United States know that it is 
difficult to fully control political activities against other countries and 
that the regrettéle expedition against Haiti in July 1958 which had left 
from United States soil was an example of this (Mr. Rubottom again expressed 
our deep regret over this ocourreneé). Mr. “ubottom noted that we understand 
jthat Haiti has been bringing to the attention of other governments any 
information it has on activities in those other countries which it believes 
threaten Haiti. Mr. Rubottom expressed our hope that effective ac will 
be taken through the Organization of American States to allay pre 
| |Caribbean tensions. He said, however, that should this recourse e _| 











ly 
\/ Drafted by Warner on July 22, 

9 ; 
\7% Not printed; 738,00/7-959, The note expressed United States concern 
y over current dangers and confidence in the Organization of American States 


to find a solution to them. 


3 See footnote A » Pe ~-4uly-8;-embtei-i0-- 
N1/ Rome /, Betas Tiat Lo 2cro Aas ARe aya, rd Cen ¢, Dihigo, 


Respective / 
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measures would be requ 
attitude taken by a small number of individuals, or govern- 
ments, in Latin America. 


Concluding the foregoing remarks, Mr. Rubottom asked for the Ambassador's 





getting a specialist over from Guantanamo to examine hime, He desc 
* relations between the-President and Ambassador “rew as very close an 


| views on the present situation to which the latter replied that the Haitian 
Government is still very concerned over reports of impending invasions. 
The Ambassador said that the situation in Haiti is "volatile" and that som 
persons, even in the Cabinet, think anything might happen. 


The visits of U.S. Naval ships to Haitian ports was also mentioned by 
Mr. Rubottom as a gesture of U.S. friendly concern for Haiti in present 


In response to Mr. Rubottom's query as to the crop outlook, the Ambassa- 
t 


dor said that it looks like a “bumper” coffee crop which will ripen early. 
The Ambassador mentioned also his Government's hopes that the proposed sugar 
mill in northern Haiti will be financed by the Development loan Fund since 
completion and operation of this mill would furnish new employment in that 
area and make an importamt contribution to Haiti's economy generally. Mr. 
Rubottom recalled his discussion of this with Ambassador Bonhomme last month 
and noted that the 


Department Hag done what it can to move this matter for- 





to President Duvalier's health, 

dent when he was in Haiti two 

weeks ago and found him looking better than he had exmected. He said the 
automobile and even had a 
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‘. 
and said this applies also to relations between their respective subordinates 
and associates such as Foreign Minister Mars and the President's "special 
assistamt Barbot" on the one hand and Mr. Yoe and Col. Heinl on the other. 


+ Rubottom expressed gratification over the President's recovery and the 
good working relations we have in Port-au-Prince. 


| Mr. “ubottom mentioned that we have heard rumors of impending Cabinet 
changes. Ambassador Bonhomme said he thinks a few changes may be made but 
that there will not be a general "shake-up", He thinks that Finance 
Minister Theard and Foreign Minister Mars will be retained. He remarked 
that Theard is under very heavy pressure because of the financial and 
fiscal stringency which he must impose. Referring to recent differences 
tetween the Senate and the Cabinet, Ambassador Bonhomme commented that some 
criticism is necessary amd that he thinks this is a healthy sign of vitality 
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Memorandum of a Conversation, the White House, Washington, 


August 4, 1959 , WY 


Official Use Only . 
susect:  C&Ll on President Eisenhower by the Ambassador of llaiti, 9% 
Ernest Bonhocme. ¢ 





; . The President 4 
Lx PARTICIPANTS: = sobassador of Haiti, Ernest Sonhome 
“) R. R. Rubdcttom Jr., Aesistant Secretary of State for 
Inter-Agerican Affairs 
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After being prectes the President, the *mbe*saior sanded 
; a nr TYe in which Presiiwit  uvalier ex -ressel 
appreciation for the .*sident's efforte on > «lf of worl! posace 
ofiored military cooperation from Haiti in t:» form of military 
as well cs such other cooperation as might servo the common ends 


sued by the United States and Haiti. 


The Ambassacur told the Presiasnt that ’resitent Duvellior vas 
preteful for ths role being are Oe the Unite. Statce at this momen- 
tous juncture of world events an: t, while he recown'zed thet the 
Caribbean was only G small part of the total -icture, he still recalied 
the President$s remarks last year that “peace is iniivisible.® The 
Ambass@ior said that cooperation shoull be & twoeway streot and in view 
of that bein, extended by the Unite’ States, Haiti «ante! to recipro- 
cate, possibly by facilitating the use of its territory by tie United 
States for training in tropical wariare or ‘or @ naval bar’, perhaps 
with eubuarino facilities. 


The Pren! tent are” Ghetacr th re vas 2 ‘cular site that 
the Haitien Prosiident he: in mind. The Anmbass scalie! that fan 
Bicolés hal always been cons! tered tc be an eo t prospective base 
site anc that there ware, Obper gecure areas ¢ Co (Ava, ls o/e) 


After oxprossin,, thanks for the proffered Faitian cooperation, 
* the President said that the US epprosched the problems of the Americas, 
on ASiAFO 
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NY Daenttid by Rud offen. 


, VW» this letter dated July 13, President Duvalier supeesed-<tste-casteee 4 
: offer to allow the United States to establish submarine bases and training 
camps on Haitian territory, The White House sent Duvalier’s letter to the ] 
Department of State with a request for a translation, The letter and a i 


as 
copy of the translation sent to the White House are in Presidential 


| Correspondence, Lot 64 D 174, 
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other than those of « bilateral nature, through the Organization of 
American States. The United States is hopeful that the upc cainc 
meeting in Santiago on August 12 will contribute to a soluticn to 
the of the Caribbean. It is our hope et least that the 
@eot will prevent the problem froc ceccmin; any mere serious 
since, unfortunstely, outricht solutions to problems sonctizes eluis 




















Us. Presiceont said that the [epartzents of State and Defense 
would have to give detziled stuiy to Presilent -uvalier's specific 
' of fer, Thies a definitive 





The Presiient toli the Ambasss ior of his pleasure on boing 
informed of the recovery of Preslient Duvalior from his rocent 
attach. After thankin, the President for receivin; him, the Ambassador 








departed. 
a 
‘ YY In a memorandum of September 19, Scting Secretary of State Douglas , 
‘ " 
i Dillon ifforned President Eisenhower that the Department of State tn R 4 


aqunexitattesykadxeens in consultation with the Department of Defense had 


2\ 


completed its study of President Duvalier's proposal and had determined 
that “there is no present or anticipated requirement for a permanent 
military installation in Haiti, although it would be useful to have access 
to sites suitable for intermittent amphibious training.” (Eisenhower 


Library, Whitman File, Administration Series, "Dillon, C. Douglas") 
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Eisenhower initialed the memorandum, On September 22, the Department of 


State instructed the Embassy at Port-au-Prince to inform President 
‘ fe pbb 
Duvalier of the United States decision as naar onal in Dillon's memorandum, 


(Airgram G-3 to Port-au-Prince; 711,56338/7-1459) 
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ARA/ECP Files, Lot 64 D 353, "Various AMB Turke} memos 1959-1960" 
Memorandum from Albert Post of wf the Office of Inter-American Regional x 
, Economic Affairs to the Assistant Secretery of State for Inter- 


] 
American Affairs (Rubottom) WV 
Official Use Only (Washington,] October 14, 1959, 


‘ SUBJECT: Additional Requirement for Special Assistance for Haiti for 
Period October 1959 - September 1960. (FY 60) 


Suna ry and Recommendations: 


It is expected that Haiti will require reduced Special Assistance in 
FY 60 mainly owing to substantially larger coffee exports, which will 
increase from 270,000 bags valued at $11.5 million in FY 59 to about 
580,000 bags valued at $22 million, A balance of payments gap of $5.4 
million in FY 59. is now anticipated to change to a surplus of $3.6 
million, However, capital flight and unreturned export earnings will 
sharply reduce any surplus. Since dollar reserves are now at histori- 
cally low levels, it is believed that a $2 million increase in such reserves 
will be necessary in order to ‘ope with anticipated low export 
for FY 61. The IMP on September 30 renewed its standby with Haiti re- 
quiring a balanced budget, reductions in official debt, credit restriction, 
and a balance of payments surplus, 


It is recommended that financial assistance to Haiti be made available 
as follows: 


» (1), that a total of $5 million of Special Assistance be granted for & 
and 
“Fs 








FY 60 (compared with $8 million for FY 59) of which $3.5 million be com 

mitted from U. S. FY 60 funds ($2 million still remains available from 

the $4.5 originally secured) and $1.5 million from U, S. FY 61 funds. 

Since Haiti drew $2.5 million in FY 59 from the IMF and no drawing is 

anticipated for FY 60, compensatory financing will in effect decline 

from $10.5 million to $5 million, tes 


— 


(2) that the gourde counterpart of U. S. Special Assistance be used 
by the USOM in ration with the GOH for sound economi: development , 
projects. Iy, urde counterpart of $6 million (G30 million) was or 
granted for budget support; no funds should be used for this purpose in oe 
FY 60 since GOH revenues are based on a "normal" production year. As 
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/ Harry - Turke/, 
\ 
\// cieares with Wieland; sent through , the Director of the Office of 


4 
Inter-American Regional Economic Affairs, hewey-ReeSurkal. A notation on g P 


»b habe 
the source text, reads: "Approved. Rloy] Rlubottom]." 


Oy au references are to Haitian FY beginning October 1 and ending 


September 30, [Footnote in the source text.) 
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A detailed justification for these recommendations is given in the 
following discussion, 


[Here follows eight pages of discussion of the recommendations 
- 
indicated above, Fom/fed tor Reasons of Space] 
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Rubottom-Mann Files, Lot 62 D418, "Haiti 1960" 


Memorandum from the Assistant Secretary of State for Inter-American 


Affairs (Rubottom) to the Secretary of State wry 





-.-- 


Confidential Limit Distribution Washington, May 31, 1960. 


SUBJECT 1 Suggested Letter fran President Eisenhower to Haitian 
President Duvalier concerning Consultation on Cooperative 


Development Progran. 


—_— 





Discussion 


A special micsion is being sent to Haiti avout June 2 to consult 
with Ambassador Drew and President Duvalier on problems affectin; the 
economic development prorpran there. It would contrilute to the success 
of this special mission if President Lisenhower would send a letter to 
President Duvalicr on this occasion. The sucpested text of such a 2 
letter and 8 memorandum concerning this proposal are at 
review anc forwarding to the Presidert, if you approve., the message 
is approved, it is recomended that it be released only on the initiative 
of President Duvalier. 


oa eo 
| 


Serious problems have disrupted our coooce:aiive development program 
in Haiti in recent months, culminating om Nay 25 in "populer” demonstra- 
tlons ap arently inspired by the iiaitian Joverwent to force the resiyna- 
tion of key Haitian administrators and tecimiciam engaged in the 
"pote Colé" regional development project in nort’ern Haiti. In scope 
and cost, this is the most important component of the grant-financed cooper- 
ative program.’ The llaitian Goverment has not yet supplied us with a 
report as to tie circumstances of these demonstrations (although this 

_ Was immediately requested) or expressed regrets or official concern over 
the incident as would be normal if it had been contrary to the Govern- 
ment's desires. Mearmhile the absence of these key Haitian employces 
has brought a number of the "Poté Colé" activities to a temporary halt 
and jeopardized the entize projoct. 
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The most important loan-financed cormpom.:.t of the development 
program (the Artibonite Valley irrigation projoct) came to a stop in 
early March following unilaterel ection by the /aitian Jovernrent in 
dlemissing one of the project's top Haitian emp)oyoos, an engineer, 
and installing ee his replaconcnt a discredited former Public Works 
Minister who had been fired for malfeasance. i‘ersistent but inconclu- 
sive efforts have been made since March to arrive at satisfactory 
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i '/ pratted by Warner. 
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Ne / Neither printed, The memorandum for the President, dated June 1 


and signed by Herter, is in the Eisenhower Library, Whitman File, International 


File, ~jus»nttueess iractiant \itne .ne-eugngpEburerGecsniess A 
a eel . 
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personne] and administrative rules to govern the project, with furtier 
disbursements from the Development Loan Fund suspended pending the 
outcome. On April 20 President Duvalier ordered the project shutdom 
temporarily; early in May the Haitian Director of the project was 
forced tc resign; a now Haitian lirector was tien appointed and 
accepted by us but President luvalier still has not indicated when he 
: plans tc resume work on the project. On May 20, President Duvalier 
yw indicated his displeasure over what he considered improper conduct 

a by the senior ICA technical advisor on this project. We plan to 

: withdrew thie man from Haiti if the President confinss that he has lost 
confidence in himj we aciknowledved that this technician was indiscreet 
but we also recognize that his abrupt removal will create serious 
prectical problems in trying to resum work om the project. This nan was 


We are deeply disturbed over various abrupt, unilateral and 
seemingly irresponsible actions taken by the Haitian Goverment with — 
respect to these economic development projects which seem vital to the 
Haitian economy. A variety of motives has been suggested to explain 
such actions, ranging from a desire for political patronage and 
personal enrichment throuh venal appointees to ultra-nationalist 
impatience over outeide “interference” in the iiaitian developyent 
proyram. There may have becn a few instancos of personal friction 
between American technicians and their Haitian colleagues althouch 
working relations huve beon generally good. ‘© also know that the 
Haitian Goverment has become more and more impatient over what it feels 
are excessive delays in getting action on requests for United States 
assistance. These have included applications to the Developrent Loan 
Fund, @ request for grant military assistance, and recently a request 
te negotiate an air transport agreement. Haiti may believe that the best 
way to stimulate more urgent and aympathetic United States action is to 
make an open show of discontent with the present program. 


Despite the difficulties posed by the present situation, we believe 
evory effort mst be made to salvage tie development provram and restore 
@ satisfactory working relationship. Goonomically, tiaiti has more probless 
and poorer prospects than any other Western i.emisplhere republic. 

Financially, Haiti iaces another critical shortfall in foreign exchange . 
receipte in 196] due to rain damage to next fall's coffee crop during - 
the recent flowering stage. Fiscally, « serious shortfall in govornment y 
revenues will accompany reduced coffee exports mxt winter and spring. 
Politically, the Duvalier administration would be severely strained by «a 
reduction in United States assistance. From the United ‘tates point of 
view contimed economic progress and political stability in Haiti are 

= * of special importance at this time due to mounting political tensian 


/Meo well qualified technically and by previous service 
in Haiti that President Duvalier had specifically reqested 
his returm to Haiti as advisor on the Artibonite project. , 
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problems, and ways and means of enhancing its effectivencss. __ \y 
Ambassador Harry R. Turkel! will heed the special mission, 


2 ,eccompanied by Mr. Rollin S. Atwood | = 
at. deaticen Opevetions of the Intermationsl Cooperation Adctalnteraion.. AY, 4 


Secommendation 


That you sign the attached memoramlum to the President recommend! 
that he send a letter to /resident Duvalier concerning the jieuten 


\/ proms Ta latte, mission to consult on the cooperative cevelopmusnt 
program A e | 


ae 


t 
} 
with President Duvalier on the development program -- its objectives, ; 





\ of Torkel was the United States representative on the Inter-American 
Economic and Social Council of the Organization of AME Rican States, with ( 2 


the personal rank of ambassador. 


) Edmund Hutchinson of the Development Loan Fund also accompanied the 
mission. 

\9 " Turkel, Atwood, Hutchinson, and Drew participated in conversations 
with President Duvalier on June 3 and 4, Eisenhower's letter, which 
introduced Ambassador Turkel and requested President Duvalier's cooperation 
in frank discussions was delivered at the June 3 meeting. As a result of 


: these discussions, on June 7 Rollin Atwood and Haitian Gecretary of State 
} 


' Gerald Philippeaux signed an agreement providing for the resumption of work 
yt" lon the Pote Cole project and joint administration of personnel matters. 
* 


a The Embassy at Port -ayPrince transmitted the text of the agreement to the 


Department of State in telegram 294, June 8, (738.5-MSP/6-860) 
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Eisenhower Library, White House Central Files 


Memorandum from the Under Secretary of State (Dillon) to the President 


Secret Washington, June 9, 1960. 


SUBJECT: Determinations under Sections 105(b)(%) 
and Se of the Mutual Security Act 
WA ° as amended, permitting the 
tarnishing of military assistance to 
Al Haiti, 








The suspese of this memorandum is to recommend 

AR ten make the requisite determinations under Sections 
105(bs( 4) — uS1(a)” of the Mutual Security Act of 1954, 
as amended (hereinafter referred to as “the Act"), to 
permit the furnishing of military assistance to Haiti. 


sed military assistance is needed principally 
to mR capability of Haiti for defense against 
foreign-based attack such as was launched from Cuba against 
Haiti in August 1959. The a ssive attitude of the Cuban 
Government and increasing - tical unrest in the Dominican 
Republic make it urgently desirable to strengthen Haiti's 
able it to for defense against new attacks and also to en- 
—- it to resist political ge from these aggressive 
bors. Haiti is especially vulnerable to attack and 
— tical pressure because of its geographic position, its 
military weakness, and the persistent economic and budgetary 
problems which prevent Haiti from remedying military asin 
ciencies from its own resources. In these circumstances, 
it is considered to be important to the security of the 
United States to promote stability in the Caribbean area 
by furnishing military assistance to Haiti primarily for 
its legitimate self-defense without regard to the require- 
ment of section 105(b)(%) of the Act that such assistance 
be furnished only in furtherance of Western ne gene 
defense missions, and secondarily for its internal security 
upon a determination under Section 105(b)(4%) of the Act 
that internal security requirements may be the basis, in 


part, of this progran. 





/ ina 6% Stat. 832. 


~/ The Haitian Government hed requested United States assistance for Gi 4 
Specs? wilitary equipment in notes from the Foreign Office and the General 
Staff to the Embassy at Port-au-Prince in early September 1959. (Despatch 100 


from Port-au-Prince, September 5, 1959; 738,5-MSP/9-559) 
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Enclosed is a detailed discussion of the ba 
and justification of this program, the implementation of 
which is estimated to require the expenditure of up to 
$300,000 of funds available under the Act for military 
assistance; a small amount of excess equipment may be 


included. 


It is considered that the furnishing of the proposed 
assistance and the use of funds available therefor under 
the Act are in furtherance of the ses of the Act and 
are important to the security of the ted States. 


IT IS, ACCORDINGLY, RECOMMENDED that you sign the 
enclosed memorandum which contains the determinations 
uired out the proposed 
ry assistance program to 


The Secretary of Defense and the Director of the 
Bureau of the Budget concur in this recommendation. 


Pople bila 





ti., 








G@tates and Haitian Goveriments entered into an agreement relating to the 


transfer of military equipment, materials and services to Haiti, through an 





exchange of notes at Port-au-Prince on September 1, 1960. 


For the text of the 


agreement, see 11 UST 2097. 
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Military Assistance Program for Haiti 
ing Determinations, Under the 


Requir 
Mutual Security Act of 1954, as amended 





Tne assistance proposed for Haiti includes initial 
equipment and rela services for one under-s th 
infantry battalion at an estimated cost of $300 ae 
small amount of excess equipment may be included. s 
equipment would include infantry weapons, ammunition, 

t vehicles and communications equipment, as well as 
a limited amount of air transport equipment. There will 
be a continuing modest annual requirement for training 
materials, maintenance, and spares. This continuing 
requirement is expected to be financed as grant military 
assistance and would be dependent upon Presidential deter- 
mination to provide such assistance in future fiscal years. 


In st 1959 a small invasion force (31 men) 
landed in Haiti from Cuba. Although this attack was de- 
feated, the material deficiencies of the Haitian army be- 
came apparent during this action. All of the invaders 
except two (an Algerian Frenchman and an Argentine nows- 
man) were Cubans and some were Cuban army personnel. 
Earlier in 1959 armed expeditions had departed from Cuba 
against Panama, the Dominican yee and Nicaragua. 
Prior to the August attack, the Haitian Government had 
requested the recall of the five Cuban military attachés 
‘s: Porteau-Prince on s that they were implicated in 
‘orrorist bombings other subversive activities. The 
attachés were also — with suspicious travel to the 
Haitian-Dominican frontier regions. Subsequent to the 
August invasion, the Cuban Ambassador in Haiti returned 
to Cuba following semi-official Haitian charges of his 
complicity in the invasion. The Haitian Ambassador in 
Cuba also returned to Haiti and neither government has 
since maintained diplomatic personnel in the other's 
capital (although both governments officially maintained 
the fiction that relations are normal). 


The provocative and irresponsible actions of the 
Castro Government in Cuba continue to be a source of con- 
cern and a serious threat to the security of neighboring 
countries. Haiti is in an especially rable position 
because of its physical nearness to Cuba, its military and 
economic weakness, and its geographical attractiveness as 
a stepping-stone for a Cuba-based expedition against the 
Dominican Republic. 
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The Dominican Republic also poses a cont 
threat to Haitian territorial and political integrity. 
Since 1937, when Dominican forces perpetrated a border | 
massacre in which more than 10,000 Haitians were killed, | 
Trujillo agents have persistently tried to intervene in 
Haitian affairs. Since the advent of Castro to power in 
Cuba (January 1959), Trujillo has sought to assure the 
benevolent neutrality of Haiti in his struggle with 
Castro and, if possible, to cbtain positive support from 
Haiti against Castro. With United States encouragement 
the Government of Haiti has thus far resisted heavy pres- 
sures from both the Dominican Republic and Cuba. rT, 
the marked increase in domestic unrest in the Dominican 
Republic in recent months may foreshadow violent political 
upheavals in that country in the near future. It is be- 
lieved probable that the Cuban Government would try to 
take advantage of a revolutionary situation in the 
Dominican Republic to install a Castro-type régime there. 
In such circumstances pressures on Haiti from both Cuba 
and the Dominican Republic would rapidly increase. The 
dangers to the Uni States security in the Caribbean 
are especially serious in view of the Communist influences 
now evident within the Cuban Government. 


It is considered to be in the United States interest 
to provide Haiti with the military equipment, materials, 
and services described above using up to $300,000 of funds 
available for military assistance in fiscal year 1960. 

The furnishing of military assistance on a grant basis to 
any Latin American nation is subject to several conditions. 
First, under Sections 105(a) and 141 of the Act, the 
President must determine that the increased ability of the 
nation to defend itself is important to the security of the 
United States, and that the furnishing of such assistance 
will strengthen the security of the United States and pro- 
mote world peace. Second, Section 105(b)(%) of the Ac 
provides that military equipment and materials may be 
furnished to a Iatin American nation only in furtherance 

of missions directly relating to the common defense of the 
Western Hemisphere and that, unless the President determines 
otherwise, internal security requirements shall not be the 
basis for such a military sberorease pee am. Third i 
suant to Sections 141 and 14%2(a) of ct, the recip ent 
nation must a to the undertakings which are specified 
by Section 1s3(a) of the Act and normally included in the 
conventional military assistance agreement. Fourth, under 
Section 511(c) of the Act, any nation receiving military 
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equipment or materials on a t basis must make arrange- 
ments for the return to the ted States of any such 
equipment and materials when no longer required for the 
purposes for which furnished. 7 


The first condition has been satisfied. In the 


sident's on the Mutual Security Program of 
e 9 y the necessary findings were confirmed 
as to countries for which military assistance was then 
proposed, Haiti being among such countries. 


The second condition +h 5 ee a Presidential determi- 
nation under Sections 105(b)(4) and 45l(a) of the Act to 
permit the proposed pro « While the military assistance 
proposed to be furnis is designed to bolster Haiti's 
capacity to resist external =p og ogg the types of 
equipment, materials,and services to be furni would 
consequential strengthen the internal security capa- 
bility of the Haitian armed forces and could be for 
internal security purposes. Therefore, it is considered 
desirable to waive the first of the two above-mentioned 
requirements of Section 105(b)(4) of the Act and make the 
oso required by the third sentence of Section 


The third and fourth conditions have been satisfied 
also by a military assistance agreement signed with Haiti 
on January 28, 1955. However, this military assistance 
agreement does not apply to the assistance herein Breysees » 
namely, the furnishing of military equipment, materials 
and services to assist Haiti to maintain its legitimate 
self-defense, without reference to Western Hemisphere 
defense missions. Therefore, a further agreement will be 
sought with Haiti to satisfy the conditions required by 
Sections 141, 142(a) and 511(c) of the Act with respect 
to the assistance herein proposed, 
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V For the text of the President's message, see Public Papers of the 


Presidents of the United States, Dwight D, Eisenhower, 1958 (Washington, 


U.S. Government Printing Office, 1959), pp. 160-168. 
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738 .5-MSP/7-2060 


Memorandum from the Acting Director of the International Cooperation 
Administration (Saccio) to the Under Secretary of State for 
Political Affairs (Merchant) 


Secret Washington, June 20, 1960, 


= 


SUBJECT : Budgetary Support for FY 1959-1960 to Haiti. 





; 


The Haitian request for budgetary suyport for the fiscal 
year ending September 30, 1960 was submitted by a committee represcnt- 
ing the Government of Haiti on hay 2, 1900. This request was for 
§5 million for the months of June, July, August ami September, 1960. 
In view of the size of this request it is doubtful if the provision 
of $1 million will do much to satisfy the desires of the Duvalicer 
Government. 


The Haitian request for $5 million includes $2.4 million 
for an alleged shortfall of "fiscal" receipts, $31.3 million for 
unbudgeted annual payments on international devts and contributions, 
and $1.¢ milli for restoratian of salary cuts and other desired 
expenditurvs, Both the Mmbassy and the USGi have recaowiended a 
negative response to this request and have reported that the Haitian 





presentation has not been justified, that therc is no reason for Saar 
expecting a shortfall in fiscal receipts and that the request fuils 
to establish a real need for the aid. 
wee 

If the $1 million is made available during the present iaitian * 
current fiscal year, it will undoubtediy resul. in a demand for at . 
least $7 million and possibly more for budgetary support for the ied 
coming fiscal year 1960-1961. In viow of the »rospective decline in fxs 
receipts as the result of a short crop of cofice in FY 1960-1961, —~oe 
some budget support appears likely to be requ-.‘cd «= but the asking i 
price will oe much larger if we provide budgei ury support this year f 
when it is not needed. ref 


It must be assumed that supplying 41 miilion for the 
remainder of this fiscal year will be interpreved by the Haitian 
Government as an indication that its refusal to carry on a constructive 
develop. ent program which the United States is financing is a sure 
way to secure budgetary support from the United States and will make 
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This is particularly true when it is taken into consideration that 
during the present fiscal year the Government of Haiti has followed 
the policy of not only refusing to help itself but of rejecting 
constructive help designed to bring econanic development. 





It is believed that if it is considered necessary for 
political reasons to make available $1 millic for budgetary support 
during the next two months, then we should be prepared to support the 
Haitian budget to the extent of some $6 to $8 million during the 
coming Haitian fiscal year and be prepared for the possiblity that 
in addition Haiti will demand a large amount of development funds 
“without strings". 





in its most recent communication the Embassy has advisec: 


"Accordingly consider most productive immediate action would 


be priority shipment to Haiti of weapons and equipment 
mn programed for army's mobile light infantry battalion, 





specifically including in initial increnent, as means of 
dramatizing our support and tightening Herceron's control 
, m~ over outlying units, at least one of helicopters for 

ar \ battalions helicopter platoon. While initial increment 


~~ 
= 


weapons and equipment should be sent with minimum delay, 
s, phasing in of subsequent shipments should be on call by 

' and under positive control NAAG acting wits smbassy =<. 
concurrence, not only to avoid glutting but to assure 
maximum leverage all times. If this reconmendation approved, 
' MAAG will initiate immediate request for weapons, training, 

amwnition, and equipment to be included in initial in- com, 

crement. ks 


"As related matter, of importance only secondary to support 
of army infantry battalion, consider that immediate grant 
to Haiti under MAP of Celj\7 aircraft for air corps, to be 
used for military airlift and by Cohata, would have ; 
important impact on army generally, on air corps specifically, ‘ 
and would be widely recognized as tangible evidence our 5’. 
Support." : 
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We strongly recommend the Vepartajent accept views of 
officials on the ground, namely, that the United States (1) not 
provide any budget support for Haitian FY 1900-ly61, and 


| (2) provide military weapons and equipment and C-l;7's mentioned nae 
Ce ‘ 
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u/ ; L/ J. Saccio 
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\/ In a letter to Acting Director Saccio of July 22, Under Secretary 
Merchant acknowledged the unsatisfactory conditions that existed in Haiti 
but advised: “I remain of the opinion that on foreign policy grounds 
directly related to the Cuban situation we should make available to the 
Government of Haiti $1 million for budgetary support during the next two 
months, This should be done without any commitment whatsoever, in our 
own minds or implied, otherwise to continue budgetary support thereafter. 
I ask, therefore, that on this understanding ICA proceed to make the 
necessary arrangements in collaboration with Assistant Secretary Rubotton,"™ 
In regard to Saccio's recommendation concerning military equipment, 
Merchant asded offered his support and stated that the Department of State 
was working closely and urgently on the matter with the Department of Sefense. 
(738 .5-MSP/7-2060) 

On July 29, 

{The Embassy at Port-au-Prince was informed of the decision to axtand R, 
make available $1,000,000 to the Haitian Government for etenpeny a 

o* clave 


D 4 aslovant 
during the following two months in ICATO 34, duiy and, telegram 29, filed 


tL» ie) 


respectively under 838,.10/7-760 and @&&<’@ 738.5-MSP/7-2960. 
fAuring a meeting 
Ambassador Bonhoume/ mak with Ambassader Turkey on August 12 to discuss 
the United States offer of budgetary assistance,am@ stated that President s 
Duvalier considered the sum of $1,000,000 to be inadequate and needed an 
addition, $1,500,000 immediately, Turkel told Bonhomme that he saw no 


pessibility of increasing the amount offered, (Telegram 47 to Port-au-Prince, 


August 12; 738,5-MSP/8-1260) 
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738,5-MSP/6-2860 13, 





Memorandum of a Conversation, Department of State, Washington, 


June 28, 1960 ry 


Confidential ae 
SUBJECT: Haitian-United States Relations 


PARTICIPANTS: Ambassador Ernest Bonhoume 
CMA - Mr. Wieland 
CMA - Mr. Warner 





a= eee 


Ambassador Sonhomme called at 4:00 pa by invitation and the ensuing 
conversation lasted an hour and a half. It was a wide-ranging exchange of 


erie apocah at dacel Ladt UesEjes the. in Haiti, with “resident 
Duvalier's speech at Jacmel las as the starting point. Neither Ambassador 


Bonhomme nor the CMA officers had yet’ seen the text of President Yuvalier's 
remarks, but only newspaper articles concerning it. Highlir’** «f “be dis- 
cussion are in the following paragraphs. 


Ambassador Sonhomme was unable to explain why President Divalier Lad 
chosen to express himself on United States assistance in thir public way 
in Haiti. The Anbassador only commented that the occasion was the dedication 
of a wharf built with the assistence of private United States firms. His 
implication was that this occasion pointed up the contrast between private 
and official United States efforts to help Haiti. The Ambassador thought that 
press efforts to portray President Duvalier as calling for a choice between 
the United States and Soviet Union had been a misinterpretation of his words. 
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Mr. Wieland asked what were the Ambassador's views on how to put 
matters back on the trac«s. The “mbassador paused, then replied that - 
supposed the President was awaitin; some results from the,."special mis ion" 
he had entrusted to “nbassador Turkel when the latter vifi}ed liaiti,,..__-» 


; 


“* 
S.: 





| Drafted by Warner. 


‘ \ / Om June 24, the Embassy at Port-au-Prince reported that the central 


theme of President Duvalier's speech of June 21, made on the occasion of 
dedicating the Jacmel Wharf, was his disappointment with the meagerness of 
United States aid. In the speech, Duvalier admitted that his efforts to 
improve the general welfare had not yet succeeded, but blamed the lack of 
progress not on government efforts but on the inadequacy of United States 
assistance, The Embassy commented that while public reaction interpreted 


the speech as anti-American and « strong warning to the United States, 


= 
(8 ) 


tuxeppeeced the speech was only « public reiteration of views that the 


a 
Haitian foverament had been expressing privately to Embassy officials. 


(Telegram 312 from Port-au-Prince; 738.5-MSP/6-2460) 
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it press release the Department has 
prepared for possible use in clarifying the dollar amount of United States 
in the 





aid to Haiti Fiscal 1960 and 1959 and lO-year period 1950-59. The 
Ambassador commented that this press release may be missing the point haiti 
has tried to make: i.e, what has this aid accomplished? He referred to 


We observed that much time and effort by United 
States officials went into getting the loan approved in view of the high 

by « We mentioned that, as the Anbassador imev, 
there had been great interest shown by the Haitian Uoverment in gettin: this 
done including telegrams from President Duvalier. /silure to use the funds 
is not the fault of the United States Goverment nor of the Haitian Goverment 
but aopears to be due to the efforts of the borrower to transfer his interest 
in the loan to a third party. 


The present status of the road study loan was also discussed briefly, 
with the Ambassador apparently puzzled and frustrated by previous and 
present delays. Hr. Warmer said he thought tnat the DL! would be disposed to 
proceed rapidly with this loan once tne Artibonite problem were cleared up. 
This prompted the Ambassador to make more general comments a.vut Haiti's rela- 
tions with the DL¥. He complained that Haiti makes an apnlication and tien a 
long time after, often many months later, is informed that the application 
is not in proper form, is not in English, or that it lacks supporting data. 
He still is not sure whether applications should go through USOM in Haiti or 
go directly to the DLF. He understands that the USUi! represents the DL? 
with regard to DLF disbursements in the Artibonite vallcy, but he doesn't 
know if USOM represents the DLF in all other matters in Haiti. in any event, 
some applications have been submitted through the |'SUK and have gone on to 
the DLF but subsequertly they were found to be fa.lty Ambassador Bonhomne 
wondered why the USOM could not immediately have told*the Haitian Government 
about the inadequacies of the applications prior to sending them on to the 
DL? with consequent administrative delays. 


Ambassador Borhomme recalled that in the latter stages oi the Magloire 
Government (1956), he had witnessed a similar hesitancy in goiny through 
with United States assistance. lie said he had found out later this had been 
due to the expectation b* the United States that the Magloire vovermnent 
was, not .oing to last. He said toat all sorts of reasons had been given to 
him (he was the Haitian repres..tative on the joint development council at 
the time) and he was assured that funds were available for repairing Hurricane 
Hazel damage but the result was that very little assistarce was forthcoming. 
Mr. Warner assured Ambassador lionhomme that this is not the case now and that 
the United States is prepared to cooperate with the ,aitian vovermment to 
carry out an efiective program. lle said he was not ‘amiliar with the situation 








Gt- 1606 ae 














ciated , oe = er amis Fr’ oc ats ot 
“a S4-fcs FE 








in 1956 but that it has been our intention and still is to do everything we 
can to be of assistance in overcoming the problems in Haiti which we recognize 
as being serious and urgent. He said that we assume, and hope that the 
Haitian Vovermment assumes, as a basic premise that there is good will and 
good faith on both sides and that with such an assumption, we would like to 
get dow to specifics, identifying what the specific problems are and tryirg 
to wrk out specific solutions. Mr. .arner stated that as we see the situation, 
the next step in the Poté Cole project anc in the Artibonite valley is for 

the haitian Jovernmment to nominate the key personne] who are needed before 


tivities can be fully resumed. 


When asked acain what specific problems he saw in the sitwation, 
Ambassador Bonhomme hesitated and then said that ti question appeared to him 
to be one of gereral atmosphere. lie thought that in some cases United 
States technicians had gone farther than they should in carrying out their 
advisory roles. The Ambassador thowht that in a situation such as we have 
in Haiti, people should perhaps be allowed to make mistakes. ‘the Ambassador 
seemed to be implying that \nited States advisors are sometimes paternalistic 
in their actions and that this hed offended tie diynity and self-esteen of 
Haitian officials. The “mbassador was not specific other tian to mention 
Mr. Yoe and Minister Philippeaux in this connection. 





Ambassador vonhomme also remarked that some of the best-quali/iced 
Higitian technical and administrative personnel are not politically in sympathy 
with the Duvalier adminictration. He thought that part of the assistance 
program should be to train technicians rather tian to expect to find technicians 
already qualified. Hr. .arner camented that we realize the program cannot 
operate in a political vacuum am we recognize that political considerations 
have to be taken into account by the Duvalier governmeent. «e consider that 
President “uvalier is the best judye of the Haitian political picture. 
However, if tnere are political objections to individual liaitian employees, 
we think it would be better to talk over the situation ahead o: time instead 
of having the man abruptly fired. in this connection, Mr. warner asked the 
Ambessador whether he thou: ht the basic principle of having mtwally acceptable 
personnel workin,; in the pro, ram was a desirable primiple from a practical 
working point of view. ‘he Ambassador agreed that this was an essential 
principle, but it was at this point that he sugsested that to be acceptable 
personnel should not necessarily be the most hirhly qualified from a technical 
point of view. Nir. Warner commented that we are no tryin; to have a program 
which is dependent on any single man for i.s success and Mr. wieland cited the 
case of the recent departure of Mr. Ward from the Artibonite valley and the 
difficulties we are having in trying to find anower man who is as well 
qualified. Nevertheless, in order that tie work go ‘forward, we have named 
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@ temporary replacement who is not as well qualifieo but who we think is 

acceptable for the time being. In the sawe spirit we have accepted the Haitian 

Govermment's nominations of Mr. Cantave ami Nr. Jospitre and belicve that we 

can carry on a satisfactory program with them even though they do not appear t 
to be as well qualivied, from the point of view of previous experience, as the 


men they replaced. 


It was apparent that Ambassador Sonhorme is discouraged and frustrated 
by the present state of afiairs. At one point he mentioned that he has been 
considering returning to Port-au-Prince to tell President Duvalier that 
if he continues his apparent new policy of turnim away from the United States, 
the Ambassador's usefulness in .ashin, ton may be ended. Mr. Wieland and Mr. 
warner said they hoped the Ambassador would not find it necessary to do this 
and assured him of their very high regard. Mr. Warner said that if the 
Ambassador should return to Port-au-Prince, he should assure his voverment, 
is it has any doubts, that United States policy toward Haiti continues to be 
one of cooperatin. to the fullest extent possible in working out problems of 
mutual concern. Wear the end of the conversation, hr. arner referred to 
the Artibonite valley difficulties and said these are traceable in part to 
what happened there years ago when, from the Haitian Government's point of 
view, a great deal of money was spent with comparatively little result. The 
[Lr was keenly aware of these past difficulties, ami the criticism which had 
arisen as a result, wnen it aoproved the loan for further work in the valley; 
perhaps the DLY has seemed excessively cautious am strict in its administration 
of the loan funcs. However, the DLF wished to assure that the funds are used 
with the maximum effectiveness. ‘Tims how to achieve an effective operation 
appears to be the real problem in the Artibonite valley and in other projects 
rather than the amount of money. Mr. »arner cawented, and the Ambassacor 
agreed, that money in itself will not solve the problem. When asked for what 
specific suggestions he would have to make operations more efiective, the 
Ambassador had none, although he did say that some gesture by the United 
States toward Haiti at this time might be very helpful. 
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ir. Wieland and lir. warner asked the Ambassador to inform us immediately 

Vovermment's understanding of what the next step is to be is not the 
as ours; i.e., the Haitian Goverment should name persons to fill the . 
key jobs still vacant in tie Artibonite Valley and in the Poté Colé project. 
Mr. «ieland added that if the GOH had a different understandin, of what the ye 
next step should be, we hoped the Ambassador would advise us at once so the gi 
issue could be clarified in the interest of getting on with constructive efforts. 
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Editorial Note 


reel ws memoranduz of éiscuesion * the 452nd meeting 

of the National Security Council on July 21. ry “Folloving exchange 
Ach oct (4¢ 4 
eusuugelr regarding the situation in Haiti ‘during. Director of Central 
Intelligence Dulles’ briefing on significant developments affecting 
United States security: 
Dee? Toh 
“=. Dulles reported that) Haiti was characterized as usual by a 


chaotic sitwatica,. The 


\Duvalier regize vas drifting Leftvard. Duvaliter ves well and 
tad celerated auch autbority to a clique of Leftists. 












Toe 
covernment bad been ettacking the U.S. end wes pro-Castro. The use 
of U.S. eid for political patrosa rposes teé crippled tbe ef- 
fectiveness of tbe aid progras. 












Tse aray was the cost icportant ccobesive force in Zaiti « ve 


pro-U.S. It vould probably be reluctant, however, to act egeinst 
the goverment. Secretary Nerter agreed that the arny protabdly 
offered the best Set in Faiti. He stseted that the U.S. vas not 
enthusiestic about a proposal that Hsiti contribute aray units 
for the Congo because the U.S. prefers to have the Faitian arty 


in Feiti.’’ 


eo . ; “- ae * fe’ 
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738.5-MSP/8-3160 
Memorandum o: a Conversation, Department of State, Washington, 
* 
August 31, 1960, \/~ 
, Confidential 
SUBJECT: United States Assistance to Haiti 4 





—® 


: |= The meeting was called on short notice to take advantage of Ambassador _ 
Newtve 


| problems prior to the departure of Mr. Mann and Mr. Atwood for Bogota. 


a P 





gin's brief visit to Yashington to consult on dovelopment assistance 


The meeting began with a discussion of the present political situation in 
the Caribbean and the desirability of keeping Haiti in a neutral position 
between Cuba anc the Dominican Republic. There was general arreement that if 
the Trujillo Govermment should fall, Haiti would be concerned primarily with 
defending herself from any spilling over into Haiti of « revolutionary situation 
in the Dominican Hepublic. Mr. Mann recommended that Ambassador Newbegin take a 
suitable occasion soon after his arrival to let the Haitian Government know that 
in case of Trujillo's fall wo would want to see a responsible government assume 
power in the “ominican Republic, one which is prepared to live up to its inter- 
America: comit.efits, and that we would not view favorable any action by the 
Ha. tian Government which might impede the attainment of this objective. The 
principal darger in a Dominican revolutionary situation may be efforts bv the 
Castro-government or Castrophiles to form a leftist regime sympathetic to or 
subservient to the Castro regime. 





“There was general agreement that the Government of Haiti is in a desperate 
situation at the present time, because of economic and financial difficulties 
as well as the political box in which she finds herself, caught in the middle 
between Trujillo on the right and Castro on the left. There was genera). agreemen 





\// Drafted by Warner 


No / Robert Newbegin was appointed Ambassador to Haiti on August 27, 
' During @ conversation at the White House on July 11, Secretary Herter 
had informed the President that President Duvalier had recently requested 
é, Gente -theCngh~scpecielanberery"thet-hemntehed the recall of Anbassador Drev. 
Herter explained to the President that Ambassador Drew had done a fine job 
in Haiti, was of retirement age, and had requested retirement. Werter also 


4 Pc weminded the President that aim Haitian Governments had requested the recall 


of the last four United States amessatere sent there and thet the situation , 


ho - 
“ae 4 ” - 


was essentially chaotic. . (Memorandum of Chadesenes with the President; 


Eisenhower Library, Whitman File, Eisenhower Diaries) 
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[that the United States' objective should be to obtain enough leverage in Haiti | 
to counterbalance pressures from Trujillo ami Castro. President Duvalier's 
request for budget support and economic aid must be considered in this con- 
text. In the ensuing discussion Mr. Mann stated that Haiti should not be rewarded 
for being irresponsible and that any sizeable projects financed with our 
assistance cannot be converted into political slush fumis, although w must 
recognize that the desires of the host govermment with regard to individual 
employees must be taken into account. It was agreed that budget support should 
have pricrity over economic developrent aid, and there was some discussion of 
the desirability of tying budget support to specific items in the budget. 

Mr. Mam favored administering our assistance in such a way that we can turn it 
on and off in accordance with the degree of cooperation we receive from the 
Haitian Goverment. Mr. Mann also favored not embarking on any large new 
projects pending better indications of a cooperative attitude from the 
Haitian Goverment. 








Mr. Mann recommended that in offering budget support we urge the Haitian 
Goverrmment to give further consideration to carrying on construction in the 
Artibonite valley under contract. Mr. Mann had to leave the meeting early, tut 
requested that he be given concrete recommendations (with justifications) along 

| the lines suggested. 





In the latter part of the meeting, the possibility was discussed of 
"untying" the DLF road engincering loan from the Artibonite loan. Mr. Perry 
believed this might be possible. With regard to the sugywestion that the DLF 
resume disbursements to pay for the engineering studies in the Artibonite valley, 
which have been largely completed, Mr. Perry stated that he would consult with 
others at the DLF concerning this possibility. 
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Special National Intelligence Estimate 


SNIE 86.1-60 


Washington, 27 September 1960. 


THE SITUATION AND PROSPECTS IN HAITI” wv 
re 


THE PROBLEM 


To assess the political and economic situation in Haiti, and the short-term pros- 


pects 


CONCLUSIONS 


1. President Francois Duvalier’s tenure 
of power is now reasonably secure. So 
long as Duvalier remains active and con- 
tinues to receive sizable external assist 
ance, we foresee no major change in the 
Haitian political situation. The opposi- 
tion is weak and discouraged. The mili 
tary are unlikely to move against the 
government and are reasonably capabk 
of maintaining internal order in present 
circumstances. (Paras. 8-9, 15-16) 


2. Even with continuing external aid on 
the scale of that received in recent years, 
the hand-to-mouth Haitian economy will 
show littl or no improvement. The 
coming smaller off-year coffee harvest is 
likely to produce another budget and bal 
ance of payments crisis in 1961. Sub 
stantial improvernent in the basic eco 
nomic situation would require a long 
term program of investment in economic 
development on a scale not hitherto con 
templated. (Paras. 10-14) ‘ 


. 
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3. Duvalier will persist in his demands 
for US aid on a massive scale and in his 
expressions of resentment at its denial 
Nevertheless, his object is to obtain more 
aid and he would not intentionally go so 
far as to forfeit that which he now re 


ceives. (Paras. 17-19) 


4. Duvalier probably still makes or ap- 
We believe 
that as yet his leftist advisors can do little 


proves of all major decisions 


more than intensify the President's own 


prejudices (Paras. 20 91) 


5. The main threat to continucd stability 
arises from the President's ill health 
Without Duvalier, 


would be certain to occur 


a strugyle Jor power 
The military 
would be likely to seize control, but prob 
ably would be unable to stabilize the situ 
ation. The outcome would probably be a 
prolonged period of instability in which 


elements would 


certainly 


(Para. 2?) 


pro-Castro 


strive to gain control 
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{/ According to a note on the cover sheet, “The following intelligence 


organizations participated in the preparation of this estimate: The Central 


| 


Intelligence Agency and the intelligence organizations of the Departments , 
of State, the Army, the Navy, the Air Force, and The Joint Staff." The 


estimate was concurred in by the United States Intelligence Soard on 


September 27, 1960. 
od 
/ This estimate supersedes paragraphs 61-63 dealing with Haiti in 


SNIE 80/1-59, “The Situation in The Caribbean Through 1960," dated 29 


December 1959. SEBBE [This and subsequent footnotes designated by symbols 


appear in the source text. For the text of SNIE 80/1-59, see pp. J 
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DISCUSSION 


6. Background. Haiti is an overcrowded and 
impoverished country: its levels of produc- 
tion, income, health, and literacy are the 
lowest in the Western Hemisphere. Its pol- 
itics are highly personal, but reflect underly- 
ing tensions between a long-established mu- 
latto elite, a rising Negro elite, and the city 
mob of Port-au-Prince. The mass of Negro 
peasants is, for the most part, politically inert. 


7. Since the end of the US military occupa- 
tion (1934), it has been normal for a Haitian 
President to complete his six-year term of 
office, to seek to perpetuate himself in power, 
to be thereupon overthrown by a military 
junta, and to be fairly promptly replaced by 
a successor selected by the junta in private 
consultation with leading politicians. Follow- 
ing the overthrow of President Magloire in 
1956, this customary though extra-constitu- 
tional procedure broke down when the con- 
tending political factions could not agree upon 
a successor. After several interim govern- 
ments had been overthrown by popular dis- 
order in Port-au-Prince, the army, in Sep- 
tember 1957, finally procured the popular elec- 
tion of Dr. Francois Duvalier. He was bitterly 
opposed by the mulatto elite and by organized 
labor in Port-au-Prince, but was enthusiasti- 
cally supported by the Negro elite and was 
generally popular among the peasants. 


8. The Political Situation. Until the spring 
of 1959, Duvalier’s tenure of power was pre- 
carious. Opposition leaders in exile were ac- 
tively conspiring against him with some en- 
couragement from the new regime in Cuba 
An invasion of exiles with Cuban support was 
imminently expected. The army could not 
be relied upon to resist it. Duvalier’s control 
of the internal situation depended primarily 
upon the terror inspired by his notorious “se- 
cret police.” The Haitian treasury was vir- 
tually empty. At this point the situation was 
stabilized by the receipt of $6 million in US 
budgetary support and by the arrival of a 
US Marine Corps mission to reform and re- 
vitalize the Haitian military establishment. 


These measures were significant, not only for 
their direct effects, but more importantly as 
signs of US interest in sustaining the Duvalier 
regime. This indication of US support was 
largely responsible for the absence of an at- 
tempt against the regime in May 1959, when 
President Duvalier was incapacitated by a 
severe illness 


9. Duvalier’s tenure of power is now reason- 
ably secure. The internal opposition is 
thoroughly discouraged and intimidated, the 
opposition in exile, denied further Cuban sup- 
port, is no longer a serious threat. The mili- 
tary and security forces are effectively con- 
trolled by being divided into components no 
one of which is capable of acting separately 
against the regime, and by the appointment 
of commanders personally dependent on Du- 
valier and so divided by personal rivalries as 
to be unlikely to combine against him. The 
army, which includes the small air force and 
coast guard, numbers 5,200, but its ground 
forces are scattered over the country in small 
police and constabulary detachments, excep 
for an understrength battalion at Port-au- 
Prince. The National Police and the Presi- 
dential Guard, nominally part of the army, 
are actiially independent commands under 
Duvalie:'s direct control. Moreover, the 200- 
man Pr sidential Guard separates the army 
battalio, at Port-au-Prince from any large 
supply °f ammunition. There is, in addition, 
a civiliat: militia of about 400 men and women 
specially selected, like the Guard, for personal 
loyalty t»> Duvalier. 


10. The “conomy. Duvalier inherited a stag- 
nant eco omy and today it continues in de- 
cline, bu! probably not sufficiently to provoke 
serious ; litical consequences. The major 
problems are inadequate resources, low agri- 
cultural productivity, lack of diversification, 
and meiger economic development. More- 
over, domestic savings and investment-—al- 
most non‘ xistent- and foreign investment are 
insufficien; to keep up with capita: deteriora- 
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tion, much less to increase production to 
support the expanding population 


11. Agricultural production is retarded by the 
prevalence of subsistence farming on small 
family plots. There are only two important 
commercial plantations in the country, one 
producing sugar, the other sisal. The major 
export is coffee, which grows wild and receives 
a minimum of processing from the peasants 
who collect it. Haiti's continued heavy de- 
pendence on coffee, with its alternating high 
and low crop years and price fluctuations, re- 
sults in periodic strains on the country’s sol- 
vency. Even though agriculture is the major 
economic pursuit, about a quarter of Haitian 
imports are food and other agricultural prod- 
ucts. 


12. While the government is adhering to a 
financial stabilization program prescribed by 
the International Monetary Fund (IMF), its 
finances are in a sorry state, partly as a result 
of administrative ineptitude and graft. The 
public debt is close to $70 million and the 
rising burden of foreign debt (more than half 
of the public debt) and amortization now 
makes it difficult for Haiti to borrow more 
In recent years, debt service and amortization 
have amounted to almost 10 percent of the 
budget. Haiti's budget deficit amounted to 
$8 million in the 1958-1959 fiscal year. Even 
though the government has suspended debt 
service and amortization, it probably will fall 
short of meeting current expenses by about 
& million dollars in the fiscal year ending on 
30 September 1960. 


13. The regime has managed to keep afloat in 
the past year with the continuation of major 
Outside assistance, a good coffee crop, above 
average tourist earnings, and the prospect 
of larger sugar exports to the US. Under 
terms of the IMF stabilization agreement, 
Haiti has been shored up by a $4 million 
standby agreement and has received $54 mil- 
lion in balance of p-. ments support; a new 
arrangement with the IMF is under negotia- 
tion. The US provided $6 million in budg- 
‘etary support as grant aid during the 1958 
1959 fiscal year, and has already allocated a 
million dollars in grant aid to cover the esti- 
mated current deficit. In addition, Haiti has 
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continued to receive sizable external de- 


o 

the US ne 
14. Even with continuing external aid on the 
scale of that received in recent years, the 
hand-to-mouth Haitian economy will show 
little or no improvement. Economic develop- 
ment is not keeping pace with capital depre- 
ciation and population growth. The coming 
smaller off-year coffee harvest is likely to 
produce another budget and balance of pay- 
ments crisis in 1961. Substantial improve- 
ment in the basic economic situation, as dis- 
tinguished from budgetary and balance of 
payments relief, would require a long-term 
program of investment in economic develop- 
ment on a scale not hitherto contemplated. If 
such a program were to be undertaken, its 
implementation would be hampered by Hai- 
tian sensitivities regarding national sover- 
eignty as well as the Haitian spoils system. 


15. Political Prospects. So long as Duvalier 
remains active and external assistance con- 
tinues, we foresee no major change in the 
Haitian political situation. The domestic op- 
position is weak, unorganized, and discour- 
aged. The military are unlikely to move 
against the government and are reasonably 
capable of maintaining internal order in 
present circumstances. 


16. A successful armed incursion by Haitian 
exiles with or without Cuban support—-is 
unlikely. Haitian exiles are few in number 
and for the most part lack revolutionary zeal. 
Even though there is important sympathy fox 
Fidel Castro among students, teachers, and 


ee —_ 


velopment loans and assistance, mainly from \t 


PMrotai US economic aid to Haiti since the end of 


World War Il amounts to over $70 million: Ex- 
port-Import Bank ($27 million), the Develop- 
ment Loan Fund ($46 million for irrigation and 
road engineering loans), US Public Law 480 
(approximately $8 million for relief food supplies 
through 30 June 1960), and ICA ($3146 million 
through 30 June 1960). The IBRD has provided 
$26 million for a road maintenance program. 
The economic development efforts of US agencies 
are concentrated in two projects: The Artibonite 
Valley Authority and Poté Colé, which combine 
regional development projects aimed at raising 
agricultural productivity and improving health, 
education, and administrative standards. 
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intellectuals, Castroism has had little impact 
on the Haitian peasantry. Moreover, Castro's 
efforts at reconciliation with Haiti--in con- 
trast to his earlier activity against Duvalier- 
and his virtual abandonment of Haitian exiles 
make trouble from that quarter not likely. 
A filibustering expedition would probably mect 
with no more success than that of a year 
ago, which received no local support and was 
eventually annihilated by Duvalier’s men. 


17. A matter of immediate concern is that, 
since early this year, Duvalier has become ex- 
tremely antagonistic in his dealings with US 
agencies in Haiti and severely critical of the 
terms and scale of US economic assistance 
He has opened the joint economic develop- 
ment projects to the Haitian spoils system, 
thereby provoking a cut-back in the disburse- 
ment of US funds for such projects and a slow- 
down in operations. In an attempt to induce 
massive US aid, Duvalier has both threatened 
to seek Communist Bloc assistance and warned 
of the local Communist threat in his under- 
developed CoUMTFYs, One effect of the Presi- 
dent's complaints has been to evoke consider- 
able public criticism of the US. 


18. Duvalier’s anti-US behavior is probably 
rooted in his frustrations: his own inability 
to improve the miserable living conditions of 
the bulk of his people and the inadequacy of 
US aid to bring about any early or substantial 
change in their hopeless situation. He prob- 
ably realizes that the US-sponsored long-term 
development projects will be of eventual bene- 
fit to Haiti, but he is also impressed by the 
fact that they have had little or no effect on 
the miserable lot of most Haitians and are 
therefore of little political benefit to him 


19. Duvalier will persist in his demands for 
US aid on a massive scale and in his expres- 
sions of resentment at its denial, employing 
such threats as seem to him necessary to gain 
consideration, but his object is to obtain more 
aid and he would not intentionally go so far 
as to forfeit that which he now receives. 
Because of his difficulties with the US, he may 


Praait maintains diplomatic relations with no Bloc 


country except Poland 
is negligible 


Its trade with the Bloc 





feel some sympathy for Fidel Castro. More 
importantly, Castro's recent approaches to- 
ward a reconciliation are attractive to Duva- 
lier as insurance against further Cuban sup- 
port for the Haitian opposition and as reinsur- 
ance against interference by Trujillo. Never- 
theless, Duvalier’s interests are basically dif- 
ferent from Castro's and he is unlikely to risk 
losing the Haitian Army's support by too close 
an identification with the Cuban regime. 


20. The situation is complicated by the appar- 
ent decline in Duvalier’s physical and mental 
health since his severe iliness in May 1959 
and by his apparent reliance on a small group 


of leftist advisors, incl or two prob-_ 
able Communists While it is difficult to 


assess the degree of influence exerted by these 
men, it is likely that they have considerable 
control over access to the President and over 
the information reaching him. However, the 
Haitian military still have access to Duvalier 
and influence with him. We believe that as 
yet the President's leftist advisors can do little 
more than intensify his own prejudices, and 
that Duvalier—.a tough-minded and _ suspi- 
cious man—-probably still makes or approves 
of all major decisions himself. 


21. For its part, the Haitian Communist 
movement, despite a modest revival, remains 
the smallest in Latin America, and is unlikely 
to be a decisive factor while Duvalier is in 
office. The Communist Party and the pro- 
Communist Popular Socialist Party have been 
outlawed for years and there is no evidence 
of an effective underground in Haiti or among 
Haitian exiles. While Duvalier harps on the 
potential threat of communism, he probably 
does not see it as an immediate threat to him. 


Paul Blanchet, Minister of Coordination and In- 
formation and Secretary-General of the Cabinet; 
Herve Boyer, Minister of Commerce and one of 
Haiti's few competent economists; Gerard Philip- 
peaux, Minister of Finance and Agriculture, 
Michel Lamartiniere Honorat, Minister of Public 
Works; Clovis Desinor, director designate of the 
economic planning board; Jules Blanchet, Chair- 
man of the Haitian budgetary and accounting 
institution. Honorat was an openly declared 
member of the Haitian Communist Party in 1946 
Jules Blanchet, perhaps the ideologica! leader 
of the group, was a founding member of the 
marxist Popular Socialist Party in 1946 
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On the contrary, although he acts from time 
to time against Communist activities, he finds 
it necessary or useful to employ the admin- 
istrative talents of individual Communists 
and has acquiesced in the return of key Com- 
munist figures from exile. Nevertheless, the 
Communists, who are chiefly mulatto intel- 
lectuals, are still few in number. Their in- 
fluence and that of their sympathizers is as 
yet primarily as individuals in the govern- 
ment bureaucracy— some in key posts—-and in 
the press, education, and intellectual circles. 
Their continued location in their present 
positions enables them to stimulate anti- 
American sentiment and to work toward the 
development of an effective Communist or- 
ganization. 


22. The main threat to continued stability 
arises from the President's ill health. Still 
vigorous in appearance, Duvalier continues to 
suffer the bad effects of his severe heart at- 
tack. Should he die or be seriously incapaci- 
tated for a prolonged period, a struggle for 
power would be certain toensue. There is no 
one leader who could command the quick and 
widespread support necessary for strong gov- 
ernment. The military would be likely to 
seize control of the government, but probably 
would not be able to stabilize the situation 
The result would probably be a period of dis- 
order similar to the nine-month hiatus pre- 
ceding the installation of Duvalier, when six 
provisional governments rose and fell. In 
such an unstable situation, pro-Castro ele- 
ments would certainly strive to gain control 
of Haiti. 
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23. For historical reasons, there has long been 
bitter enmity between the Haitians and the 
Dominicans. The Haitians particularly hate 
and fear Trujillo. As a consequence of this 
fear, the Duvalier regime was hesitant to pro- 
voke Trujillo by imposing the sanctions in- 
voked against him by the Organization of 
American States, but finally did so. 


24. In early 1959, when the Duvalier regime 
was threatened by Castro, the Dominican 
Republic was prepared to intervene to prevent 
hostile (Cuban) access to its land frontier 
with Haiti. It might again consider doing so 
to forestall or counteract the rise to power of 
a Haitian regime associated with Castro. 
Dominican intervention in such a case would 
be more likely to take the form of active assist- 
ance to anti-Castro Haitian elements than of 
outright military invasion. Dominican sup- 
port, however, would tend to discredit any 
Haitian faction which accepted it 


25. If the Trujillo regime were to be over- 
thrown, the attitude of any successor govern- 
ment toward Haiti would depend on its char- 
acter. A Dominican military junta, or any 
genuinely liberal regime, would probably be 
preoccupied with domestic problems, but 
would be as concerned as Trujillo to prevent 
or counteract the establishment of a pro- 
Castro regime in Haiti. On the other hand, 
a pro-Castro regime in the Dominican Re- 
public would probably give active support to 
the establishment of a pro-Castro regime in 


Haiti. 
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738 .5-MSP/ 10-1860 


| 
Telegram from the Secretary of State to the Embassy an 2 
Confidential Washington, October 18, 1960--8:15 p.s#. 


124. For Ambassador nevoegia, / 


“4 ar, poe gubrmbapematon owes 2 rigs 


‘Pwnmiqnent,, financial brome wFepiowing. porooeene credqatiols and on vy. 
“anttial discussions, your recomnendati ons requested regards plenetation ~ 

“palance “of payments and budgetary support prograas and US-financed econonic . 3 
development. Primary objective is preservation close cooperative relations 
based ¢ on mutual confidence and traditional Haitian-US political alignnent. 








Var 3 


US assistance should contribute directly this objectiw in addition to 
economic development Haiti and relieving critical financial problems. 
Mutual Security Coordinator has made following decisions: 1) commit $5 
million from Contingency Fund for support Haitian budget during period Oc 
1, 1960 September 30, 1961: 2) approve $4.5 million Special Assistance 










from FY1961 MSP appropriations for balance payments support and eccnonic ~~ 
development projects (this in addition $1.0 million FY6] grant aic previously © . 
approved for budget support); 3) earmark $3 million from Contingency Fund ae 
to finance additional developme::t projects in Haiti. ; 
Separate instructions will follow concerni:g negotiation agreements , 


covprning utilization budget support, balance payments support and economic 


lopment assistance. In preliminary discussions you authorized refer 





—_- ’ 





\ ‘Drafted by Warner; cleared in draft with — in substance 

with W, Ellory Denison,of the Loan Division of K the Export-Import Bank, 
and with Herbert N. Higgins of the Office of the Special Assistant for 
Mutual Security Affairs; and signed by Deputy Assistant Secretary of State 
for Inter-American Affairs Milton Barall. 


WY “Ambassador Newbegin presented his credentials to the Haitian Government ’ 


on November 4, ; 
».* . Se, 
' . «< Pm We owen ® os ,* Ste * ~“ , 
«4% ‘ 4s “7 , . *. , . ° é >? ‘ 
“ fas , ‘ 4 
mine a OTe 6 am ‘v 








Se eR See Pe PO Le ee 











[ Tieretement, You also suthorized inform Haitian authorities that additional ssteeniol 
Yamount assistance may be available for economic developrent under certain mtually, 
tisfactory conditions. However specific ancunt of $3 million for this purpose 

Bbould not repeat cobtbe ‘menbtensd at this time, pending your further assessment 
of proppects for effective utilization thereof in achieving US objectives. Actual | 





commitment and use these funds would be subject to restoration satisfactory ‘ 
working relationship with GG and agreement on specific projects. 
In discussions you should emphasize US earnest intention to contime , 





ee 


efforts to help overcome problems of Haitian people. At same time you author- 


ized discuss in frank constructive vein problems which have impeded assistance 
program in past. ie budget support program, you may i:.form President Duvalier we 
anticipate that portion funds available this purpose will be earmarked for some 

of specific items Haitian budget he requested in July 1960. While budget support 
funcs cannot be used for debt repayment, US expects GOH will promptly meet budget 
Commitments for debt repayment utilising domestic revermes that purpose (in this 
connection would be appropriate express concern over arrearages in payments due 


ExImBank which budgeted in Haitian FY1960 but not yet paid). Giould be mde 
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Clear budget and balance payments support made available on understanding Haiti 





will continue adhere IMF standby agreement and will seck and follow to maximum 
and administrative 


ICA 
possible extent advice of Di? and otben financial/advivers with respect improved 


-- 





/ budgetary management am fiscal operations. ks 
ihe Te probably accompanied by new USOM Director ) a. | 


t You may inform President Duvalier that Mr. Atwood of Ici/ plans visit Haiti 
| 
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Baie 








* . Re President Duvalier's reqest for meratorium on payments to ExinBank, you 
‘pay state EximBank carefully studying this request anc sw expect receive detailed 


a 


3 
instructions soon this subject. 


ICA concurs this message.and requests Ambassador discuss with Acting Director 


on. E 





“DECLASSIFIED FOR PUBLICATION IN 
FOREIGN RELATIONS OF THE UNITED STATES” . 








— et. . “ e : : _ 
weer sie a ee ee ke ee ee Ear “ 
>" . ° e° 2 .* ._* " . : ° a . 
- ‘ s * A ty 
— . ‘ e 
e -. ss en a . 
ul >. ba ~ . > 
- * ,- a + *.« ] ¢ oo = *v vy gy . 
 « 4 s*d a / - .* “ * pe am ~ 4 
«’ _ je - ‘ = te ae ** al . ‘ 
%« 7 s~ “7 °°. _ , s ’* 
- . wr = ~~ 4 —* + ee® ~ 











one en Me pea. Eh Ty. = . : . . : j 
#7 - 4679 


HA -2e 


638. 10/ 11-2360 


Telegram from the Ambassador in Haiti (Newbegin) to the Department 


of State 
Confidential Priority Port-au-Prince, November 23, 1960--5 p.m. 


163. 


1 


As reported Embassy telegram 161, Foreign Minister in meeting 
attended by all Latin American Chiefs of Mission accredited 
Haiti read note requesting their support general moratorium 
\\ fon Latin American debt to US. I had had no previous intimation 
anything this nature contemplated and it came as complete 
surprise. I stated in course meeting that it appeared to me 
question this nature should be treated by individual 
governments with US since these are related to bilateral 

and not multilateral arrangements. I indicated further 

that conditions varies as regards individual countries. 

I pointed out that sinpe I had had no prior advice of 

nature of meeting I could not speak officially for my 
government but felt it incumbent at least make above 
observations. While it might be normal for Haitian Government 
endeavor get support from sister republics in direct 
negotiations, procedure this morning is unprecedented 

as far as I am aware, even for Haiti. Other than my ? 
remarks no Chief of Mission made any comment whatsoever me 
Mexican Ambas@ador as ranking member group, who merely 
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stated those present would transmit note under reference to ' F 
their governmeits. ji ny 
“Il expect see Minister Finance this afternoon on unrelated; 


matter but shall endeavor let him know this type of procedure 
hardly conducive to sympathetic understanding of Haiti's 
problem as far as US Government agencies concerned.‘~ 





NEWBEGIN 





a, Telegram 161 from Port- wu-Prince) transmitted to the Department of 





4 State on November 23 / <atnenes the text of the sets, read by Foreign 
, ot Tele 
Z intocar, idgutdy at the NovembabsGS meeting, (838, "10/1- ~2360) 
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838. 10/ 11-2460 


| 
Telegram from the Secretary of State to the Embassy in Haiti 
Confidential Priority Washington, November 25, 1960--8:47 p.a. 


152. Your 161, 163, 164, 165. | Z@ 


—\/ 








ie 


“Haitian officials reported reftels. Embassy requested draft reply Hai 
"note ‘along following lines: 

1. Existing loans to LA countries by US financial institutions 
arranged only after detailed negotiations between parties and based on 
consideration very specific circumstances prevailing at time loan , 

2. Consideration of a moratorium on paymerts is a matter strictly 
between lending agency and particular LA govermment again to be considered 
carefully only after taking into account preva.ling circumstances, 

3 wdle US is appreciative of lofty sentiments which motivated Hait: 
note, it cammot consider that such bilateral arrangements are appropriat. 
the concern of any governments other than tie two govecmiunts cc: curned, 

4. Furthermore, agencies of tke US goverment, as «ell as international 
banking institutions, have wrked closely with LA govert.ents in issisting 
them to establish sound economic and financial practices which leave enabled ' 


them to moet their obligations without the necessity of resorting to 





. moratorium and, in addition, have thus aided then in qua.ifying for r- > 
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| | Peoare F. Owen, ha 
4 / Drafted by, Officer in Charge of Haitian Affairs, Mehesd-s, nt ) 
“ fd win Zh alien, 
< Quen and by, tee Director of the Office of Caribbean and Mexican Affairs} 
4 cleared in draft with Turkel end in substance with 
f son 
Lf ae A, Harrison, EMEEEX Chief of the Cuba-Dominican Republic- 


' 
a * Haiti-Mexico Branch of the International Cooperation Administration, 
, and Mareki of the Development Loan Fund; and signed by Sarall. 


= 


\o Telegran 163 is gupra. For telegram’l61, see footnote 1, supra. 
| In telegram 164 from Port-au-Prince of November 24, Newbegin reported 
\ that he had told Haitian Minister of Finance Boyer and Minister of 

Commerce, Desinor that Haiti's public request for a debt moratorium was 

a most unfortunate step, that it had placed the United States and the 


Export-Import Bank in a very difficult position vis-a-vis a mmber of 


e other Latin American countries, and that it could only prejudice Haiti's 

ja attempt to obtain a moratorium from the Bank, (838. 10/11-2460) 

=e In telegram 165 of Nowember 24, Newbegin informed the Department of ] 
Fs “State iuxtetegeam that he had spoken with Foreign Minister Baguidy along i 


© the mmm lines indicated in telegram 164, (838, 10/ 11-2460) 
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additional loans or other types of financial assistince, 
5S. iw US Government and its lending agencies have given in tm past and 


« 


jp will continue to give extended and sympathetic consideration to ti financial = | 
i aists ee Sntivideditatin equstelen tdsh'ean be tet te axistas sonicchiaes, 
| 6. Moreover, tis US Government has denonstrated, most recently by tae Act 


3 of Bogoté, that it is ready to consider and act upon tim economic and social 


needs of tm hemisphere where existing institutions ire believed to be inadequate 


for tam fulfillment of such needs. 
Proposed reply should be sent Department for a: oroval before submission 





” 
= PNOFF. Department hopes as result Ambassador's re,resentations, Haitian govern- 
~ 

=* ment will cease efforts to push this initiative and that, upon submission note 
oe 

+ in reply, whole matter can be dropped. Department would also appreciate any 

Sus reaction LA Anbassadors to Haitian demarche. 

i ! 
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38 

as, 2 / The Act of Bogota, adopted by menbers of the Organization of 

& 1 

: 5 American States at Bogoté on September 12, 1960, established « specia 


inter-American fund for social development. For related documentation, 
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U.S. Relations With Honduras 
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» 8 Secretary's “enoranda of Conversation, Lot 6); D 199 


Dias | 





“emorand’m of Conversation, »y the Acting Assistant Secretary of Stats for 


Inter-American Affairs (Snow) A 


Official ‘se Only Vashin-ton, "ebruary 27, 195%, 


SUBJECT: = meee >, Call on the Secretary by Honduran Foreign Minister and Honduran 


3 = ~ mb Ambassador-designate 

2 erent: : 

: es The Secretary. 

PARTICIPANTS: Sr. Andrés Alvarado Pucrto, the Foreign Minister of Honduras. 


Sr. Céleo Dévila, Ambassador-designate of Honduras. 

fr. Carlos F. Hidalco, Chargé d'Affaires, Embassy of Honduras. 
Mr. William P. Snow, Acting Assistant Secretary for 
Inter-American Affairs. 

Spruks, Assistent Chief of Protocol 













At 3:3u this afternoon the Honduran Foreign Minister, Sr. Andrés 
a Alvarado Muerto, paid a courtery call on the Secretary, acc ed 2) 
: by the Raeer Ambassador-desipnate, Sr. Céleo avis. Having \ / 
VD = sarrived washin;;ton only the day before, the ambassador-designate 
a had no official status until he had made the customary initial call 
upon the Secretary. It was therefore arranged for him to enter the 
Secretary's office first accompanied by hr. Spruks, to deliver copies 


of his credentials and related documents. The Foreign Minister was 
then brought in end introduced to the Secretary by Nr. Snow. 
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The Minister brought friendly ereetings from the President of 


Honduras, Sr. Villeda mevelioe SY CEE Oat Cetera. wea Wy 
Pd wished the Secretary to know t he shared his belief in the 








S4u desirability of achieving a closer relationship between the North 
\W? 4 Ltlantic Treaty Orzanization and the Organization of American States. 
e He had already made public statements to that effect in Honduras 
, ’ and was workins; to perruade the presidents of the other Central 
‘ + American countries within the ODMCA framework to his point of view. G . 
#) Ls 1 , If the five ODLCA countrier could reach a common position in favor 
yf of the proposal, they could brine their influence to bear with some 
effect upon the other Latin American countries in the Council of 
the OAS. — 
' 2 an " 
‘ 
| 
| 
. VY Drafted on Feb, 2%, i 


a 


3/ nf ; 
\Y Vavila presented his credentials as Nonduran Ambassador to the I'nited 


States on Mar, 10, 1°58, 


6 D / ° * 
Y Ramon Yilleda Morales becane President of 4onduras on Nec. 71, 1957, ’ 

















The Secretary stated in reply that he had not contemplated any 
organic relationship between the regional organizations. He did 
believe it very desirable, however, to develop a means of informal 
contact so that they could exchange information and share experiences. 
The NATO countries were not always inclined to realize the significance 
of developments in the OAS area. It would be well for them to become 
more aware of the problems in Latin America and to learn to attach 
a@ greater degree of importance to them. He was especially desirous 
that the Western European countries should learn of the most 
encouraging progress made by the OAS itself in furthering the 
peaceful settlement of disputes, in promoting the acceptance of 
precepts of international law and in facing common problems in a 
frank and friendly atmosphere. While the OAS was not yet in a 
state of perfection, there being much ground still to cover, it 
was definitely an advanced organization, as he often took occasion 


to point out when addressing other regional groups such as NATO, 
SEATO, etc. 





ED STATES" 
he eT 





The Foreign Minister indicated that President Villeda was in 
favor of having Secretary General liora and Secretary General Spaak 
authorized to develop a procedural plan for the interchange of views, 
He then spoke of the perplexities facing the new regime in his 
country. Honduryas had for many years been under a certain form 
of government which was not tiie most fortunate one for the country. 
Now President Villeda was seeking to establish a completely new 
administration with different (i.e. democratic) ideas and different 
personalities, liaturally, it was a slow process at first and fraught 
with difficulties, The most serious basic problems encountered were 
financial and economic in character, the first order of business 
being te balance the budget, which might require funds from abroad, 
Another great need was for a oroper system of roads, The Ambassador- 
designate added that there was also a serious deficiency in education, 
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The Secretary remarked that borrowing was not the soundest way 
of balancing a nation's budget, as we ourselves had discovered, He 
also inquired whether the Pan American Highway would not be of sub- 
stantial benefit to 'londuras once it was completed, The Minister 
answered that the Inter-American ‘lighway passed through only a small 
portion of tlonduras; it did not enter the capital or reach to the 
Caribbean coast. A good road from the capital to the north coast was 
definitely required, The Secretary sooke of the benefits which would 
accrue from a road system ca»vable of attracting American tourists from 
the north, coming dow tirough !i:xico and Guatemala, The Minister 
agreed but indiceted that his Government's main attention at this time 
was centered on the develoomont of Puerto Castilla, situated on the 
Caribbean shore, as a tourist resort. ({t was formerly a United 
Fruit Company port but had been abandoned by the Company, It 






















could be reached by air, the flying time between that port and 
Miami veing three hours or less. His Government was treating 
with Pan American Airways to see if an airport, hotel accommoda- 
tions, and other facilitics might be financed and developed there 


by that Company. Zz 


The Minister also commented on the fact that Ambassador 
Willauer, at the inauguration of President Villeda last December, 
had announced the decision of the U.S. Government to assist 
technically and financially in developing an engineering unit 
in the Honduran Army which could be employed in building and 
maintaining highways. His Government was keenly interested in 
this and hoped that the project would move forward rapidly. 


(This is an ICA project. 


Another of his country's needs was money, by which he meant 
bank credit, available to small farmers and small industry. The 
Honduran banks had ample knowledge of the local situation but 
lacked the f for such a loan program. His Government hoped 
_,to be able to borrow enough money abroad to make up for this lack. 
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y, The Minister spoke of President Villeda's contemplated trip 
through South America. lie had been invited by President Ibafiez 

to visit Chile in May and, when the other South American governments 
heard of this, they aleo hai extended invitations. As a result 

Dr. Villeda planned to visit them aj] and to deliver lectures at 
leading universities, etc., lecturing being one of his fortes. 


° / / At the conclusion, the Sccretary expressed his pleasure at 
/ having had the opportunity to meet the Forcign Minister as well 
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as to receive the new Ambacsarior, whom he wished to assure of a 
cordial welcome at any tine durin; his tcnure of office. 
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‘emrandum from the Director of the Office of “fiddle American Affairs (iceland) 
to the Deputy Assistant Secretary of State for IntereAmerican Affairs (Snow) \V 


q 


Confidential Washington, March 26, 1958, 


) 
} 
: 
‘ 


SUBJECT: Political Situation in Honduras 


me 


svabdility in Honduras. As you = President 7 Villeda Uorales cans 
to power largeiy on the strength of a liberal caspaign of promises 
verging on the Tammany type. As yet, however, he has accomplished 


l \ ) ‘ virtually nothing, for lack ¢ monic -e2ns. 











»~ It would be a severe blow to United States interests if the 
present Honduran govermment were to collapse, While it is impossible 
to predict what sort of govermment would emerge from such a collapse, 
it is unlikely that it would provide as favorable an atzosphere for 
the sclution of the country's fundamental problems or adopt as friendly 

policy toward the U.S. as now prevails. A period of political chacs 
might also follow with adverse repercussions in the neighboring countries. 
The present Villeda goverrment, while far from perfect, is sincerely 
striving to establish re>resentative democracy in Honduras and sclve 
the country's Sasic preblems. Villeda is very friendly to the United 
States. He has showm a keen awareness of the dansers of the communist 
acvener.t in Honduras and he has taken steps to combat it. Coming into 
office as a result of honest popular elections, he symbolizes the trend 
toward the establishzent of democratic government which has deen noted 
in other parts of Latin America. [2 would like to see him succeed, 


~ 
~™ CP oor -~ & 
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Unfortuns vely here are sims of political troltle ahead for 


tome 








Yilleda. Meny o th 0S@ Who Supported hin in the belief thet he would 
Go sczathing for. <nen are beginning to grew restless. Our Anbassedcer 
ix Terict fils reports a growing feeling that Villeda will not remain 


ae 


J in office through this year. 


¢, his opposition can be expected 
» T t3, who had been quiet for seversi 
months, in Fesruary stepced up their activities in the lasor field and 
succeeded in forming & Cox munistedominated federation of trade unions 
in Tegucigalpa. The N Nationalist Perty, including the very Large 
number of government workers (virtually the entire personnel of the 
Yonduran Jovemment) who were pom ced en masse oy Liberal fSarty uenders, 


+> -, 2 . 
~O secon? more active 





cen be expecte< to seize upon ry opportunity to embarrass ‘the new 
acninistration oy ora rang attention to the dciscarity setween Liveral 
sremises ana Liberal performance. There are sersievent rauncrs of 
i4sser$ion within the Liserel rarvy itself; sone of the radice) iioerals 
ava no feelin, of alt; toward Villeda ard might well turn asains*t 
hin at an ospertume sioment. The military would probably abendon hin 

in the face cf any serious detericretion of his porulerity. Finally 





-— Se 


} \/ Drafted by John L. Gawf of the Office of “Middle American Affairs, 
~/ ‘Whiting ‘'llauer was Ambassador to Nonduras until Mar, 7/i, 1958, Robert 


Newbegin was appointed Ambassador on "‘ar. 26 and presented his credentials i- 


Tegucigalpa on Apr. 21. 
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me 4@ slweaty some indication that conservative elements in control of 


neizhdoring stat<o are NOT wel sss pee se women TOI 


liberalisz. 


IY - paoF7 
N47 


heand of 


4s I see it, the only possidility of averting the threat of a political 


crisis in Honduras lies in assisting Villeda to make 


gocd on at least some 


of his campaign prowises by improving the econonic situation in Honduras. 


This would involve 
develonment programs in Hondures. 





project) are already underway, out tasse will not be 
the present situaticn. 
Yonduras for DLF and IGRD leans are deing processed. 
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+ these are being pressed forward es rapidly as possible. iiheth 
will be approved secon enough to avert a dangerous political situat 
d 


prompt and fairly large scale participation in econcnic 


Sone efforts along these lines (5 3 
the Snather's amendment Loan progr a the Engineering Construction Unit 


adequate to deal wit? 


Also, as you mow, several applications from 


It is ay understan 


Sun re 
— = J 
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re 59 aa ue - + pas aleeme - » hae Teer 5 Fannin -—taAane 
-~* ~— - ed ~ “eon — oe 6 eee ee ow -—- ~s v=, -~- ~ sé ~~ — e 
l. The Villede government in Honcurss shortly be facing sericus 
"aad 3 SEPP? ney * He 4 ~ 12: Jan 4 - 7+ 4 + a ae a 
= - a4 “re mata ae ° ° ‘ as oo 
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‘3 - ‘ ‘fe 
7 Te anendment to the “‘utual Security Act of 1954 named after Sen, Seorre A, 


Smathers (D-Fla.), provided for the use of a portion of the 
authorized in the Act for health, education, and sanitation 


resettlement provrans in “atin America. Tor the text of the 


defense support funds 
projects, and for land 


hutual Secur‘ty Act of 


1°56 (“ublic “aw 776), enacted on July 18, 1954, see 70 Stat. 555, 


A 
NY Presumably the reference is to "S30 5°13/1, "7.5. Pe 


m " end ™ c Acs or 4 
America,” September 25, 1955, which is printed in Foreign Relations, 195%=1957 


licy Toward Latin 





Vole Iii, Pe . 
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120,1580/7-1958 a 4y 
Telegran from t>e Ambassador in ‘londuras /“ewbegin) to the Department of State 


fficial "se Only Ternciralpa, July 1%, 1958=-6 pen. 


536 


I ns erent shes 
. Eisenhower. study grour members ret. President Villeda — 
Morales, Cabinet, Freoromic and Financial Officials cf Honduran 
Government and representatives of peivate sector. \ Meer ing | 
with Economic and Finarcial cffictals held tn aftternocr: 
Wednesday, July 16. Th’s ioilowei by meeting between private 
sector and Mcirtosh, Coughran and Waripi-. —_ 
et 


On Thursday rornirg, julv i7, Or. Eiservhewer and rembers of 
Mission met with rhe Presitert anc Catiret for further dis- 
cussions. Brief mecting held Thursday afternoon hetwern 
private sector rryresentstives ard Mcin:osh, Ccveghran ond Waugh, 


The President, Cabiret members ani Eccremic and ¢inanciil 
officals of the Kond=rar Gevermnent requested that consideration 
be given to provide firanmcial assistince te ecenomic cevelopment 
and sociai deveicmmert -rcegram of present government. 

Hondurgns reluctant. estabiish priorities although suggested *y 
Rubottom. 





Assistance desired includes: 


1. Rio Linde hydroe.ertric poser vroject-first stage assistance 
$15 to $17 miilton cf wich $10-811 miliitor to IBFD, French or 
other external ican for “effshere" -csts and $5+S$4 ot lier DL 
loan to cover “Local” costes, Directcr, sutoronecus poser and 
light agency, indicated HMenduc+s ~'ght be shle to cower half 
local costs‘if LY provides $2.5 mi c.ic:. Prevosal gitilar in 









million, 





2. Highways-corstruction cf Central Highway t $6 milli 
Roads to run between TalangeacYorueLa Cefha with nch from Y¥ 
to Progreso, This request is in e# ibs? iraJ.Lon wat previous 

application for Did essistance $3.2 ml.lien £48 corstrcetion 


of “low cost" roads in other purts o! Ror curas. These istter 
a — ee 











and Personal Representative 





\ Dr. “Milton Tisenhower, brother 
of the President with the rank of Special Ambassador, visited ‘onduras uly 16-6 
to~duly 18, 1958, in the course of a three Ss fact-finding trip that took hin to 
Panama, Costa Rica, ‘licaragua, Puert~ Rico, | SL Salvador, Docunentation on Eisenhower's 


trip is printed ante, pp. ff. Si lten-himenhawer —ovips- 


rnin his sto st in Honduras 

wey / 
Additional docwrentation Vis in Department of State file 129,°520 as well as in the 
ARA Special Assistant's “files, Lot 5) D 513, "“isenower, “Milton “onduras 1955" 


and in ARA/OAP Files, tot 61 D110, *“conomic Developnent-"nnduras-arch = July 1956", 


VS wsi’s Rocran.e | 
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"low cost" roads to be undertaken by Honduran Government 
with own resources. 


3. DLF loan to National Development Bank (Banco Nacional De 
Fomento). $2 million to provide credit to the private sector, 
principally agriculture. 


4. Housing-total amount foreign assistance requested equal 
to $6.3 million. During first year $2.4 million, second year 
$2.2 million, third year $1.7 million. 


5. Health-assistance to amount to $5.5 million during next four 
years. Although amount and type of foreign assistance not 
specified, US grant aid for total implicit. 


6. Education-during next ten years total cost equal to $51.5 
million. Honduran Government to provide $40 million and US 
financial assistance for balance. Although not/ explicit, US 
grant aid implied. 

In addition to requests for assistance, Honduran Government 
officials indicated interest in revising US-Honduran trade 

At meeting with President and Cabinet Hondurans finally agreed 


for central highway program. See above. 


Dr. Eisenhower and Mission members avoided commitments to govern- 


ment although expressed sympathetic interest and understanding 


Honduran economic development problema. Honduran officials under- 


stood no commitments possible but are hopeful for future. 


Representatives of private enterprise presented request for es- 
tablishing special $25 million fund over a period of years to be 


-used for loans to industry and agriculture. Stated such action 


necessary to stimulate investment in private sector now short 


because of curtailing of flow of capital from US formerly brought 


in by fruit and mining companies. They requested such loans to 


be repayable in lempiras not dollars without maintenance of value 





to submit schedule of priorities, memorandum re@proposed revision 
of US-Honduran trade treaty, and full explanation of new proposal 


y 


. 
- 


y 


Sere ee 


* 5 - 
' ‘“S.:k se = « 





ate 


S Presimably the reference is to the trade arreement that the "nited State and 


Honduras entered into on “ar. 7, 1935, "or the text, see 9 Stat. 3°51, 
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clause or guaranty. 


told private sector representatives $25 million special fund not | 
possible and loans must be repayable in dollars or guaranteed 


Banking and financial members of mission 


or contain maintenance of value clause. Suggested that other 
alternatives be explored as means of stimulating private under- 
takings which contribute to national economy. Private sector 
representatives disappointed about special fund and terms of 


repayment but agreed other possible approaches to problem 
should be studied. 


ann 
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715_00/12-258 
Menorandum of Conversation, by the Officer in Charve of Honduran Affairs (Sawf) 





Confidential “ashineton, December 7, 1.95%, ‘ 


: 
‘ 
SUBJECT: Current Political and Economic Conditions in Honduras “Ss pain 


PARTICIPANTS: Ambassador Jom C. Dreier, Director, Office of Inter-American Regional 
Political Affairs 

Kr. C. Allan S » Director, Office of Central American and Panamanian 
Affairs 

Colonel Oswaldo Lopez, Chief of the Honduran Armed Forces 

John L. Gawf, Honduran Desk Officer . 


Oe ee eS ee 


Colonel Lopez said that he wa very much worried by the way things seemed to 

be going in Honduras. He spoke at great length about the ineptitude of the Vill 

administration, as a result of its having replaced the entire persone) of the 

Honduran Government with inexperienced Liberal Party members, despite his pre- 

election promise to form a government of nationel unity. He went on to describe 

the corruption, waste, fiscal mismanagement, softness toward Comumisn, and the = 

vidlations of privacy which had been perpetrated upon various members of the a 
—_— 
r 


ret 








pe 


“DECLASSIFIED FOR PUBLICATION IN 
FOREIGN RELATIONS OF THE UNITED STATES" 


Nationalist Party by an organization of hatchet men, which the Liberal Party had 
set up. He inveighed against the Liberal Party's efforts to place the Security 
Police under the ministry of Gobernacion, against the efforts of the Vi) Leda 
Administrotion to curtail the role of the militery ty cutting the budect and against 
the manner in which the Villeda Administration seemed to be running the cowmtry 
into bar.‘ruptcy. 


Colonel Lopez said that he understood that conditions had become so serious 
that Villeda had recognized that a cabinet reshuffle was necessary and that hence, 
the entire cabinet was son to rosign leaving Villeda froe to eliminate those men- 
bers who had been most responsible for the present difficulties. He left the in- 
pression that in this caterory were Roberto Martinez and Fernando Villar. 









At this point Mr. Stewart observed that we too had been feeling some concern 
about the way things seemed to be going in Honduras. However, he added that the 
present events seemed to be following a pattern which was not uncommonly seen in 
Latin America when now governments take over. He went on to say 

Mh yires a year or two of stumbling and making mistakes many such 
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yp last leveled off and manared to govern effectively. In the case of Honduras, hm, 3 





Stewart went on to say, we have seen some indications just within the last few 
weeks that the Villeda Administretion had become fully aware of the magnitude of 
the dangers and problems facing them and had taken some important first steps 
toward effecting a remedy. He discussed the ID program, which the Goverment 
now has under consideration and expressed the view that if the Honduran Government 
-agrees to the conditions which the IMF program would impose, Honduras’ would have 
made a long step toward stability. Mr. Stewart then reviewed the events by which 
Honduras had instituted constitutional, democratic government in Honduras for the 
first time and recalled what a favorable impression this made throuchout the 
hemisphere. He went on to say that he hoped that the understandable impatience of 
the Hondurans for more evidence of progress wovld not lead them to any act of 
force or violence, because, he said, that once such means were adopted, not only 
would Honduras lose a great deal of esteem in the eyes of the world but it might 
also precipitate a chaotic situation from w..ich nobody would benefit. 


Colonel Lopez agreed that it would be unfortunate for the Y 'leda Administra- 
tion to fail nd he said that he intended to do everything he couid to help it 
succeed, He then went on to describe what he conceived to be the role of the mili- 
tary as a cuardian of Honduran democracy. He claimed that it was essential for 
the military to stand behind the Government to insure its stability. 


Mr. Stewart said that the role of the military in Honduras during the past 
year had indeed been highly constructive and said that he hoped it would continue 
its splendid record of maintaining order until the Villeda Administration could 
solve the current pressing problems. 
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Editorial Note 
On February 9, 1959, “onduran rebels, under the direction of Armando 
Velasquez Cerrato, the former Chief of Staff of the Yonduran Armed Forces, 
initiated a revolution avainst the goverment of resident Villeda Morales and 
invaded the Honduran province of “anta Sarbara, "eactin~ to the attack, Honduran 
authorities lispstched elements of the Honduran Amy to Santa “arbara and ended the 


ec gear 


rebellion, Documentation on t éaeédne is in Deporiment of State file 615,17 and 
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. Yenoraniim of Comversat'on, by the Director of the Office of Central Avr 


and Panamanian Affaire 3% ovart ) 


oficial ‘se Orly “ashin-ton, “arch 3, 195% j 
SUBJECT: Expulsion of Colonel Velasquez from Nicaragua — 
PARTICIPANTS: ‘5Sefior Dr. Céleo » Ambassador of Honduras 


ARA:OAP - C. Allan Stewart 


SY «es 













Ambassador Divila said that the Honduran Government on Friday 
the CON to expel Colonel Velasquez and four other persons, in view of their 
revolutionary activities against the Honduran rerime, Expulsions can be requested 
undey terms of the agreement signod by representatives of the two countries on ‘ 





February 25.) Ambassador Dévila said that Ambassador Sevilla-Sacase had assured 
him that Velasquez and his cohorts would be asked to leave the country immediately 
after the signing of the agrecment. 
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Dr. Davila said that President Villeda had telephoned him this morning to 
say that the expulsion action had not taken place, Dhvila said he would call it ( 
to the attention of Ambassador Sevilla-Sacasa but the President had suggested ® 

.4 ~——thhat_he talk instead with the Department. I told Dévila that I had inguired of 
_/ @ux Chargé in & erday whether Colonel Velasquez had Been askew to leave + 
V the country and was told that as far as he knew no action had been en at the 
time, He said the Nicaraguan Government had informed him that w expulsions 
were effected the Embansy would be notified. The Chareé said he a; point- 
ment with President Somoza on March 3 and wuld briny wp the matt th hia, I 
told Ambassador Dévile that if the Department had no word from our Embassy on 
this matter before the opening of business on March 4 we would again make in- 
quiries, . 






“I said we had boen slightly concerned sbout a report that President Villeda 
@id not intend to take further action about inducing Honduran emigres now being — 


fed and housed by the Nicaraguan Government to return to their homes, siti 
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Goverrment should make every effort to assure means of transportation for those ‘ 
wanted to return from Nicaragua, The President said he planned to 3 

an earnest request of the exigres to return to Honduras and that he wuld par 
== 





arrange for air and truck transportation, However, Diwila indicated that Villeda 


il the Nicaraguans expelled Colonel Velasquez. WV 
told Davila that I thought the Hondurans should live up to their word ev-n' though 
in 


taking action against Velasquez and his co- 


I informed Divila that we had received reports that broadcasts from the 
Clandestine radio had ceased, 
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| \t An “are 13, the “epartrent of Stete informed the mbacsics in ‘Mcaracia, Poste 
‘ 
| Rien, Tuatenala, “anama, ond “onfurar that Col. Velasqes had departed ‘fearacua on 
ar. 6 for Panama via Costa “ica, ‘Tel. 713 to “ansrua, tel. o7F to San Jose, 
[° to Duatemala, te’. 20° to Panam “tv, an* t-?, 78 to Terucigalpa; 
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Telerram from the Acting Secretary of State to the lnbassy in Honduras Va 
Confidential  Niact ‘Ylashington, May 15, 1959--193:58 asm. 
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May 14 
sSevilla-Sacasa saw Rubottom yos@outiog and revealed Nicaragua firmly 


»* 
- - 
Ps - i | 
®’ 






> 


convinced Villeda holding up ratification of Nicaraguan-Honduran agreement 


because does not want to be held responsible for airborre revolutionaries 


from Cuba who he said planned land in disputed territory and be transhipped 


from there to Bonanza and La Luz areasin interior llicaragua where US has 


2 Oe ey 


extensive mining interests.) 
\ 
Sevilla expressed belief Villeda playin; part of fool in permitting 
himself being used as tool for alleged invasion since Nicaragua will take 
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vigorous retaliatory action against Honduras if territory it nominally 





VE OM 


controls pending settlement of dispute is used for staging ground, Sevilla 





oe 
said Nicaragua has called upon mixed military commission to investigate j a 
) rumored plan of invasion force to use varuely defined air fields in Gracias b. 3 
i e 


5 + @ Dios Department. 







} Department fully aware of numerous apnroacnes made by Ambassador to 





] ,Villeda in effort obtain ratification lionduras-llicaraguan Arreement signed 








q—— 


e 
vA Drafted by “tewart, cleared with Dreier, and ‘nitialled by Rubottom. The * 
‘o) 


telecram was also repeated for information to “‘anacua asembeky-P%* and 40 + 
tety S64, 


L 
\S On May 3l-June 1, a group o” revolutionary exiles living in Costa Rica 


¢ 
| invaded ‘licaragua, “or aiditional information on the attempted invasion, see the , 


‘ . compilation on United Sates relations with “4caragua, ppe . | 
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| a FEB 26 1959. In view of recurrent reports that revolutionary novenents 
> tdnuing against GON, DEPT suggests AMB make another approach to President ora a. 
out that ratification of Agreement soon by Honduran Congress would have calming $+ at 


ep 


‘effect in CA area, especially at this time when invasion rumors- again reaching ...,.. 
crescendo, Furthermore, you might wish tell President that US must soon begin to + 2. *. 


look with grave concern on long delay ratification and that we have special interest 
in matter since we were involved in assisting countries to arrive at an agreement . 


when Villeda regime threatened. We understand reluctance Honduran Congress pass 


Te TH 


e% , 


on any agreement involving Nicaragua, but believe Villeda, in interests of Honduran |“ a a 





ok 


- Anternational relations, especially in posture before OAS, must insist Liberal 


Congressional leaders that ratification necessary immediately, DEPT is conveying 
[wove feeling to Ambassador Davila, ? 


-_ Regarding reports of air invasion sicaraguafg on May 6 nad SN cept; u -— 


4 
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that such @ movement was in final stages of organization in Cuba and was being woe 

headed by NICA communists. sa 
Admitting that AMB Sevilla may have given us distorted version, DEPT neverthe~- ' | 

less views with concern GON's report that Honduras may be used in asserted movement a 


- 
emanating from Cuba, Embassy instructed tell GOH that in view of fairly firm in- , 


telligence its forces should be on special alert for any —— use of its 
-——- 
territory,in violation international treaties, + /DILLON | 


2 , — 








GQeme eue 


\3/ In tel. ':32 Crom Tevscigalpa, “lay 16, An assa“or “‘lewbe rin informed the 


, Department of “tate that, in the course of a conversat‘on he had that norn‘ng 
with President Tilleda, he had told ‘illeda that concern was increasingz trithin 
the Department of State abot the failure of the “Yonduran Conzress to ratify the 
| | acreenent ‘rith “icaragua, and that the Department of State was hopeful Villeda -ould j 
) 


take effective action to obtain promt action on the matter, (715.0/5-1455°) 
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Telegram from the Ambassador in Honduras (Newbezin) to the Department of State V/ 





o**  ) 


Confidential Priority Tegucigalpa, May 20, 195%" pom, 
38. 


~~... 
Er s= 


\an two-hour session this afternoon first with President”. - 

_  WVilleda and then with President of Congressanc Frorefen ——\ 
*/-Ministen, reviewed full situation referencd ratification 

Honduran-Nicaraguan Accord. Pointed cut as previously cf 

failure to ratify has put Honduras in unfavorabie inter- 4 

national position and one where at least as far as outside b 

opinion concerned Honduras could be accused of bad faith. 

Referred to Rubottom's conversation with Foreign Relations 4 

sub-committee (Department telegram 365)/{and increasing \/ & 

criticism of Honduran position in US. Suggexted if any 

incident should arise resulting in Nicaraguan appeal OAS 

Honduran posture hardly favorable. Also pointed out that 

during Velasquez crisis both Departmenc and I had done 
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Not withstanding these and other argument:s foles Alvarado 
made following points: 1) impessibic because <f technical 
requirements for Congress to ratify Accord before scheduled 
closing tomorrow even were deputies willing to 4pprove. 

2) He convinced that if agreement were «<ubmicted to Congress 
at this time would definitely be rejected, He, Alvarado 
Puerto and the President have all talked with vsrious deputie 
trying to convince them of recessity for Honduran ratifickti 
but have not been successful, In addition to <trong emotffon 
prejudice against agreement with Nicaragui, Rodas <alé& t 
majority of the dpputies had advised Villeda against a@igning 
the agreement and hence did not feel any obligation when he 


everything possible to assist Honduras and agreement with a 
subsequent expulsion Velasquez was pact. of these efforts. wae 
I would undoubtedly be handicapped ir tuture efforts to’ a 
assist Honduras if no action t#ken. "s° 












| 
| Y Sent to Manacua as tel. 47, 
| \/ Modesto Rodas Alvarado. 
| ZY Andres Alvarado Puerto. ; 


WY Not printed; 615,17/5-1959, 











ie) 
1929 | 


proceeded contrary their advice. Deputies felt that Nicaragua 
itself had been guilty of bad faith during whole Velasquez 
incident since she and Honduras were already bound by previous 


ae 
_ international agreements to prevent just that sort of activity. = 
vy ~ 
< I am satisfied that President and Alvarado Puerto and possibly stl 
zu Rodas Alvarado have made genuine effort to obtain favorable , 
zo action. Believe that if Rodas Alvarado's conviction that 
= Accord would be rejected is correct ,lack of action is preferable 
s> such outcome, which could only further complicate Nicaraguan- 
3 > Honduran relations. Alvarado Puerto has assured me as emphatically = 
2. as he can that not withstanding lack of action on ratification, obi 
2 Honduras would act as though bound by agreement and would under | =>" 
2 no circumstances permit use her territory anti-Nicaraguan move- — 
o= ments. He will also request Davila . give similar assurances 
=< to Department. P 
m ) 
vx 
<z While Embassy distressed ‘inability obtain ratification this 
o = time I consider inaction essentially reflection basic public eS 
Sa opposition Somoza regime and not indicative any unwillingness eee 
= observe existing nonintervention commitments. RS 
wie 
NEWBEGIN , 
eee . 
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On July 12, 1959, Armando Veldsquez Cerrato, the former Chief of Staff 
of the Honduran Armed Forces, attempted once again to overthrow the goverment 
of President Villeda Morales, launching a full scale revolt in Terucigzalpa with 
the assistance of disloyal police and military un‘ts. The bulk of the Honduran 
Armed Forces remained loyal to President Villeda and acted successfully to crush 


the revolt and to force Col, Velasquez to seek asylu~ in the Costa Rican Rm>assy,. 





Documentation on this incident is in Department of State file 715,90, 





- 
zt 
™“o 
Sr 
35) 
Ze l 
a 
os 
Su 
vag | 
oOo 
Be 
a 
38 
Fy 








_ — in, 847 ett 
fs >” T5- 19-2559 (ue wbeg') HO IO; Jal 
Despatch from the Ambassador in Honduras) to the Department of State { 


official Use ly Tepncigalpa, September 25, 19596 


a 


Noe 129, 


Attn: The Hor C. 


Douglas Dillon, Coordinator of Mufti 
y halk Cirs. 58, 7 SB ¥. 


A \\ié 


eet | | | 
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Security and Related — 


Programs 


r 
1 | 


Pursuant to the instructions contained in Circular 149, dated August 19, 


1959, the following coments are offered as to U.S. objectives in Honduras, 


of the MSP and other programs in achieving the. 


objectives of U.S. folicy in Honduras have not changed since the 


the role 
The basic 

ion of 
stated in 


the 


IQA 


Master Program Book in August 1956. At that time they — 


| 


i 





following terms: y 


Promote political stability and develop democratic and representative ' 
institutions; “ 


Promote the sound development and expansion of the Honduran econony, 
with emphasis to the extent possible on private enterprise; , 








val 


Eliminate and prevent Communist penetration and influence; 


Strengthen inter-American relationships with a view to improving the 
security system of the Western Hemisphere. 


All agencies of the U.S. Government which are represented in Honduras are 
working toward the realization of one or more of these objectives, each in the 
manner dictated by its own authority and capacities. 
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The U.S. Embassy, as the principal instrument of U.S. policy in Honduras, 
works through normal diplomtic channels and ite activities are necessarily 
limited to indirect influence except where U.S. interests are immediately con- 
| cerned. The Ambassador coordinates the program of the various U.S. agencies 

from a policy standpoint, but, normally, does not interfere with their specific 
) operations. The Country Team principle has been observed for some time inv, 
Honduras; representatives of the ICA (USOM), Army Mission, and the USIS attend 
the regular weekly Embassy staff meetings, as well as specific conferences 
called to establish Country Team policy, or a unified approach to a particular 
problem. The Country Team this year includes one member ha the dual capacit 
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\\/ rattes by Carson, Director of the Tnited States Operations “Mission in 


Honduras. 
yY The Department of State, infCirc. 19, Aug. 19, 1959, requested the 
~ 
4 


eo. — Ss 


recipients of this message to furnish succinct, overat? analyses of how the 
Mutual Security and related programs could help the United States achieve its 
objectives in countries sich as Honduras. (120,171/%-195°) 

VA The Deparment of State, in tel. Cire. ™, July 2/:, 1956, informed Chiefs of 


Mission that the President expected them to provide leadership *nd to exercise 







responsibility for the effect‘ve coordination of var "nited States act‘ vites in 


“Inited 
“tates. Spectftecally, the 


each country enjoyine diplomatige relations with the 

Sviefs of ‘“csion were respons‘ble for a ministering and superv'sing the Mutual 

Security, acricultural, in®ormational, and other related prograns, '129,171/7=?:56) 
Y The Department of State, in tel. 1913, “sy ©, 1958, provided Chiefs of , 


Mission ith muidelines for the proper develocrnnt of estimates for the FY 1°69 1 


“Mutual Security and related proeprams. (129,171/°-55") 


Sy In desp. 37 from Temicigalpa, A 7. 1, 195%, Ambassador “ewberin informed C, 
Dourlas Dillon, the Under Secretary of “tate for “cononic Affairs, that the "nited 
States Operations “ission in Honduras was transmitting the Master Program Rook to 
him via ICA channels, No copy of the “Master Prorran “ook has been found in 


Department of State files, ‘ 
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training 
This 
It 


has been supplemented in the past two years by labor training seminars for 


Selected trade union officials 
leaders at a somewhet lower level, given to larger groups within Honduras. 


» is the training of labor leaders. 


A related project which has been rather successful in the past,and which 
sent to Puerto Rico and the United States for observation and 


cont 
been 


: 
i 
: 
| 
; 
: 
: 


dis 


is considered that these activities have been very helpful in combating Communist 
attempts to dominate the unions, and have resulted in more responsible trade 


union leadership and improved labor management relations. 


ty 


The project will be 
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Editorial “ote 





In an exchange of notes between the American "~bhassy in Mondiras and the 
Honduran “Ministry of Yoreign Relations on “etober 25, 195°, and February 17, 1969, 
respectively, the "Inited “tates Sovermment and the Temublic of “onduras entered 
into an azreenent to permit the exchange of third party amateur radio 
Ccomvunication:. In a related note from the American Embassy to the ‘ondéduran 
Ministry of Foreien Relations on Tebruary 19, 195, the "nited States informed 
Honduras that, according to the terms of the American note of October 76, 195°, 
the acreement would >ecome effective on March 17, 195. “or the texte of the 


notes exchaneed as well as the text of the related note, see S240—e;-hhL2, 


printettn 11 ST (pt. 1) 2°” 
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Editorial Note 


Amba ssader 
In an exchange of notes between Robert Newberin, -he-sAmertean—Ambacsader g 


in-lendumas, 7n7 indres Alvarado Puerto, the Honduran Minister of Foreign Affairs, 
on April 22, 406M, and May 29, 1960, respectively, the United States Government 
informed the Republic of Honduras of its desire to amend and to extend for an 
additional period of time beginning on March 6, 1958, the 'nited States Army and 


Air Force Mission agreements of March 6, 1950 ( 2&AS-New-2Ghiy—prénbed—ter-1 UST 199} < 
PEAS Hey 833, —pierbed—ier-3-198-1.99 respective), Alvarado accepted the American 


proposals, and the acreement entered into force on May 20, 1960, retroactive to 

“A 
March 6, 195%, "or the texts of the notes exchanged, see 3545 Mor-bhiln, _painted-in 4 
ll "ST ‘pt. 2) 1507. Documentation concerning the negotiation of this agreement is 


in Department of Stete files 715.5% and 611, 157, 
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go Memorandum from the Acting Secretary of “tate @@GRmmp to th: President KY 
Confidential Yashineton, May 13, 1960. 


ee 
~~ 


Subject: Unofficial Informal Visit to U. Ss. 
by President of Honduras 


f 
ay 
%. 


In January President Villeda Morzles of Honduras 
was invited to address the Chamber of Commerce of the 
Americas in Miami on ‘iey 30. “ore recently he has beon 
invited to add New Orleans tc his itincrary to onable 
him to vieit a large pulp and paper operation similur 
to one being planned in Honduras by two large Amorican 
. firms. Our Ambassador in Tegucigalpa attempted to dis- 
suede him from accepting the Miami invitation, pointing al 


La 


out that it would be impossible to show him any of the 
attentions and courtesies customarily extended visiting 
Chiefs of State. President Villeda indicated, however, 
thet he did not expect any official attention us ho 
would be in the United States in a private, unofficial 
capacity. The fact that the invitation had been e7- 
tended was widely known in Mieni, and for this reason 
it became clear that if President Villedea were induced — 
to refuse the invitation, his refusal would be seriously " 
damaging to our relations with Honduras. Accordingly, 
our ssador was authorized to convey the Department's — 
approval of the Miami visit. Also, for similar reasons, . 
our Ambassador has been authorized to agree to the r 
addition of New Orleans to President Villeda's itinorary, 
emphasising in both instances that his trip must bo com- 
pletely private and informal und that no question of 
official attention or a visit to Washington is to be 


ra dent Villeda understands this condition 
and acceptea it. 


Although the duration of President Villcda's visit 
s still somewhat indefinite, it is cstimeted that ho 
111 be in the United Stutes about uw week. Our imtassador 
Honduras, Ambassador Robert Newberin, will accomp.ny 
im on the ontire trip, and Mr. C. Allan Stewart, Direc 
of the Office of Central American and Panamanian Affairs 
pf the Department of State, will go to Miami to moet the 


group. 
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\Y Drafted by Sawf on May 10, | 


ay eto Yilleda arrived in “iami on May 39 and proceeded with his visit 
as planned, Docunentation concerning Villeda's visit to the YIn'ted States is in | 


Department of State file 715.11. 
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While President Villeda does not expect any of- 
ficial attention, I believe it would be desirable for 
you to send him a short letter to be delivered person- 
ally b. Mre Stewart upon his errival. Enclosed is a 


Va tl which, if you approve, we will be glad 
to tr . co 


~ RAI ELSES aS., 9 

re on ve of en —_— 
/3/ DOUGLAS DILLON we 
Acting Secretary aa 
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\/ In the draft of this letter to President Villeda, President Eisenhower 
conveyed his pweetings and welcomed Villeda to the United States; gaemchum 
praise’ Villeda's efforts to strengthen and defend Honduras! democratic institutions 
and to improve the well-being of the “Yonduran peoples and expressed the hope that 
the close and friendly relations that existed between the "nited States and 


Honduras would contime to grow and prosper. 


\¥ 
‘ Y According to ‘ Thanet: ten notations6n the source text, the simmed or Final | | ar 
| of this letter was recetved from the “hite ‘ouse on May 27 and was c'ven to Gawf 
for transmission to Prosident Y4lleda Morales, < 


| | 
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Airgram from the Acting Secretary of State to the ae een a th at \V/ 
1960——):: ©? Dele 


TLS SSP /2-2969 


Confidential 


Cc=7, ) 


/ 


JOIN? STATE-IEFENSE MESSAGE eee 


ae 
qos — —— a — 2° 
maintain 


qustusively thet, qu: 6 ly sndentey Rettaisen Eentipes Res agpesd 
for henisp! rip’ de fee. _This program does not include most itens 
mbDte. 6 4 Ti. ' 


mat appre ximating 650 men obv. 
could not Bg ty Meg yy daw Unlikely US c 
substantially increase fire-power or size wnit, by providing tanks and 
artillery equipment, without provoking immediate requests from Nicaragua and 
ee ee See Se OS Oe OS ee Pes em 


26 a Soe eras sreepee ome’ ame Sate ont Sede 
would consider country team-CINCARIB recommendation for assistance, incl 
ammunition, considered indispensable Honduran requirement for maintaining 
law and order against communist-Castro fomented disorders. Any such 
recommendation should take into account equipment already possessed by 
local police as well as armed forces, since US would not be prepared 
duplicate in one branch GOH capability already possessed by another. Any 
grant equipment provided for internal security would necessitate prior 
Presidential determination required by law and raise US financial problems 
difficult to resolve in view limited funds authorized by Congress and 
available for LA military assistance programs. 


3. In view foregoing, Emb and CINCARIB should not encourage Hondurans 
a te grant program of character and dimensions recommended Embtels 
» 102. 


Yashineton, September ? 


oe" = 









































; " 

VW Drafted and initialled by Seorge Oo Spencer, the Officer in Charge of Inter- 
American Security ahd Military Assistance, The ai oe) was also repeated for informatic 

een ian pe-eeeeaee ene il Ss 


arqge’ 


to Panama City for the Commander in Chief, Cari 
\o/ In tel, 174 from Temucigalpa, Aug. 6, 
Albert 3. Franklin ITT, QM informed the Department of State that the 
Honduran Army lacked sufficient armmnition to carry out ite tasks, and that the | 
Commander in Chief, Caribhean, had requéstéd the Joint Chiefs of Staff to make ‘ 
available the necessary supplies,In Franklin's view, this shortage was danrerous 
and required rectification; therefore, the Yepartment of State should support the 
request. (715,5=%SP/"-246460) 
\ In tel. 192 from Tericigalpa, Aug. 29, Franklin informed the Department of 
State that he supported an additional request ‘rom the Commander in Chief, Caribbean, 


to supply arms to the Nondyran Amy. (715.5-SP/8-2960) 
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Memorandum of Conversation, by the Officer in ChaPge-of Fond Affairs (Chaplin) 


- Laey | 


‘ . + Confidential Washington, November 2, 1960, 


TO inn . 
SUBJECT: Political Situation and United Fruit Company Plans in Honduras 


PARTICIPANTS: ARA - Thomas C, Mann - Assistant Secretary 
AFL/CIO = Andrew McClellan 


se 





— 


, 
‘ 








Mr. McClellan, who had recently returned from a visit to Honduras, re- 
quested an appointment to discuss the political consequences of the reported 

of the United Fruit Company to withdraw from some public services on the 
North Coast of Honduras and to lease its banana farms to private Honduran pro- 
ducers, He said that if United withdraws from the hospital, the schools and the ‘f ~——- 
commissary, the Government will be unable to take them over, and the result will a 
be their collapse, The prospect ef this withdrawal is causing great anxiety in 
Honduras, and the plans to lease banana farms to local producers are viewed by 
the Fruit Company union, SITRATERCO, as a maneuver to break the union. 


Mr. McClellan stressed the unemployment, economic stagnation, increasing 
political stability in Honduras, and the alarming growth of influence of the 
pro-Castro, communist, and extreme left-wing Liberal groups, He said. that, the 
Villeda Government is riddled with unreliable individuals, many of, wnom are pro=- 

‘Castro, He enphasized that the reported plans of the United Fruit comany.te-, 
Gisengage from ite Honduran operations would have grave political consequences, 
which might force Villeda to compromise with the extreme left faction of his 
party, or might result in his replacement by a pro-Castro government, 


Mr. Mann expressed his concern over Mr. McClellan's reports, and said that 
} the Mmbassy to make an urgent assessment of the political trend in 
as./\ Mr. Mann called Mr. Sunderland, President of the United Fruit Company,’ 


relayed general substance of Mr. McClellan's reports, and requested that 
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| \f om loVe 3, 1969, Assistant Secretary e@=uieabe “ann sent instructions to this* 4 
effect to the Embassy in Honduras, (Tel, 1°3 to Tegucigalpas 715,00/11-360) 
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|AeS 
Mr. Sunderland defer execution of any new United Fruit programs for disen- Z 
gagement from lionduras pending a discussion of their political impact. He 

said tiat he would be in a position to discuss the matter as soon as the Embassy 
had submitted a report now being requested. Mr. Sunderland agreed to defer 
action and agreed to discussions with the Department in approximately 1C days. 


Mr. Mann suggested that it might be productive if Mr. McClellan were to 
go to Boston and discuss the Honduran problem with United Fruit officials, Since 
Mr. McClellan was leaving shortly for Central America, it was agreed to explore 
this idea further upon his return. Mr. Mann observed that in principle, the 
de- 
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Telegram from the Ambassador in Honduras ( surrows)/\to the Department of State VY 


Confidential Priority Tericigalpa, “ovenber ),, 1960-=5 peme 


va 360. Deptel 193. )\ 








-, 

Following estimate preliminary with despatch to be pouched 

nes Re United Fruit policies and prospective labor 

md political repercussions, see Embassy despatch 62), 12 

ssy airgram G-2 Latest information indicates tompahy 

9/ planning invest elevén million dollars in planting 32,000 

acres with disease resistant banana varieties plus two million in 
paper box factory. Unknown whether additional land invest- 

ment anything more than replacement for lands rapidly being 
abarnioned to disease; clav ees whether investment to be 

















for company or independent op rations. tter still primary 
labur concern. November 2 0.\Hele cold Labor AttachefSitraterro 
@y. has lost approximately 1,000 dues-paying members since 

1958, probably half due to land curn-over policies, remainder 
to other company disengagement practices. Resultant de- 
terivrating labor situation places leaders under extreme 
pressure from membership. Labor's immediate concern is fac 
GOH has not yet replied their petition to apply collective 
bargaining rights to independents. Meanwhile opportunists 
continue exploit situation, particularly Tegucigalpa labor 
advisor Reyes Ayestas. Most ORIT-oriented labor leaders no 
likely to be seduced by Castro. Real danger is that the-e may 
be ousted by membership unless effective combination for 

and company policies and actions forthcoming soon. \ 
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Moderate liberal GOH leadership has generally resisted 
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VV Charles R, Rurrows was appointe? Ambassador to Honduras on /1'. °? and 
presented his credentials in Ter:ciralpa on Nove 3. 
\V/ See tne 1, supra. ~tienes” -by-Chaphiny-Hevendy-L060}~ 
Y On Nov. 19, Ambassador rows transmitted the Umbassy's assessment of the Maik 
United Fruit Company's operations and plans to the Department of State. (Desp. 15° 
fron Tegucigalpa; 715.00/11-1960) 
\Y Not printed; gis.2x 31/8 3tGo. 
\y Not printed; B'S. 2 376/70 ~ 19 Go, 
y Not printed; gis. o¢r/'e ~ abo, 
VY Not printed; SIS .obr/10-r 160. 
| \Y son me PCa wet wwe reine 
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extremist leftwing pressure, although always with in- 
decisiveness which reflects essential political weak- 
ness. Embassy repeats loss of organized friendly labor 
support could well be critical in terms continuance pre- 
sent GOH policies or, ultimately in terms survival present 
administration. In latter circumstance only armed forces 
could save administration. These, although neutral in 
last 18 months vis-a-vis internal political groupings, are 
overwhelmingly anti-Communist and anti-Ca@stro. Their 
minimum current requirements cited in points one-three, 


paragraph 8, Embassy despatch 9 iP 
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q of he ve fereviite desporel, 
\S on Septe °, the “mbascy ‘n paracraph 3 informed the Department of Stete of j 
. 
the Honduran Armed Forces’ minimm remiirements of arms and amrnnition, Seen; 2 
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, Menorandum of Conversation, by the Officer in Charge of Honduran Affairs (Chaplin) 

: Official Use Only Washincton, ‘ovenber 17, 19%, 


| | 


sussect: United Fruit Company Plans in Honduras = 


PARTICIPAMTS: ARA - Assistant Thomas C, Mann 
Mr. Victor Folsom, General Counsel, United Fruit Co, 
a Mr. Joseph W. Mon » Director, e 
Mr. Alfred Giardino, Ls Consultant * 
Mr. Dale McConkey, Personnel Director, * 
Mr. Jasper Baker, Wash. tative * 
Mr. Andrew CIO 





ARAsOAP ~ Mr. Higdon, Mr. Chaplin 
ARA:RPA - Mr. Hammond 
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Mr. Folsom and his associates called on Mr. Mann at the latter's request 
to discuss the United Fruit Company's plans for its Honduran operations. Mr. 
Mermm said that uncertainty over the company's plans in Honduras is so intense as 
to create a political problem, The problem areas appeared to be in rection of 
work forée, leasing banana farms to private producers, withdrawal from schools, 
- hospitals, the commissary, and possible turnover of the railroad to the Honduran 
Government. 
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Mr. McClellan said that the union (SITHATERCO) did not intend to advise the ‘ 
company on plans for reorganization in the face of the declining econcmic position 
of she Honduran banana industry, but felt that the company had an obliration to 
arrange for transfer of the public services it operates in such a way that these 
services will continue to operate efficiently. He said that he hoped to arrange 
&@ meeting between company officials and the union leaders, 


| Mr. Folsom outlined the grim outlook for the Honduran banana incustry, and 
noted that at the current rate of spread of the Panama disease, United's pro- , 
duction of the Gros Michel variety will have been reduced to virtufhly nothing in 1". 
five years, United has an investment of about $40 million in Honduras, and is om 
Going everything it can to protect that investment. The only solution foreseen at 
«@ this time is the discovery of a disease resistant banana variety. ' 


t The company's counting on having discovered a dtsease Se... 
before the existing Gros Michel production is wiped out. The’ company é 
lished experimental growths of Lacatan and Giant Cavendish sarieties 
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Telecram fron the Anbassa tor in "onduras ‘Rurrows) to the Department of State SY 


Secret Priority Teraciralpa, Yovenber 1°, 1°6%--1 pom. 


le 





J! 
cad 


+ Reference Department telegram 231, 141 to Managua. [— 


_ This is day of national rejoicing and at least momentary polit- 
y' [ ical unity in Honduras. Orderly manifestations and celebration 
{ have continued since 6 a.m. with participation all shades polit- 
ical spectrum and with official holiday declared. Examples of 
prevailing spirit were appearance at Plaza Morazan of ex-Presi- 
dent Galvez together with Villeda Morales and joint manifesto 
Signed by Villeda Morales, former Presidents Galvez and Carias 
plus members of 1956 junta hailing juridical victory and peace- 


ful return of disputed territory. I 

Some voices calling for immediate and unilateral implemen Dion 
if necessary of court decision but indications have been since 
character of decision first known here on November 14 that 
Honduran Government does not intend endeavor force untitidly 

or disorderly takeover of territory. This has been clear from ¢, 
i ¢ conversations with Foreign Minister(and with private secretary 
_-\/of President\among others. This morning, when I conveyed sub- 
stance reference telegram, President confirmed this attitude, 
gave me copy his message to Somoza translated below, and pro- 
fessed readiness work closely with Nicaraguan authorities to-- 
ward orderly transfer of territory. In enswer suggestion that §y . 
§: students or Guardia Civil might move precipitously he pointed ae 
; out students or others could not possibly arrive at border withe be 
- out air transportation which definitely would not be provided. 9g! 
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VY *0 ‘anaqua eo-teby-t3e 
yt ‘y In tél. 231 to Teouct~alpa, t 
ye 7urrows that it ed recetvei a report 








tment o° State ‘tnformed Anbaesaior 

) | ‘anamia that should E 
the International Court ef Justice adijuticate the ‘‘carasuan-londuran >oundary 

disoute in favor of “onduras, the “overnment of “Mcaragua ‘eared that “onturan 
students and elenents of te “onduran TDuardia Civil woul! provoke an incident in “he 


disouted area. To >revent sich an incident, the Department of State requested the * 





Snbassies at Terxcigal > ani at “anagua to convey promtl, the hope of the "nited 





States Government that “onduras anid ‘Ticaragua would make every effort to carry ~:t 
promptly and without incident she decision of the Taternational Court of Justice, 
(S15.173/11<1749) 

> 
yy “n “ov, 19, °°59, th Tntermational Court of Justice announced its 


jec'sion upholdine “onduras' claims a-ainst ‘icararia to the disputed area mow a> @ 
*racias a Dios. 

u / 

\S Andres Alvarai>, 


va 
F Tuan Acurecta. . 
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Military and civil authorities interested only in continuation 
to final conclusion of legal orderly process which has so success- 
fully been begun. 


President said that if he were to receive message from Somoza 


| 
— 
indicating readiness to participate in such orderly transfer of 
authority he would reply in like vein. Impression I received is 

' 

; 

= 


that Villeda Morales would be happy participate in procedure 

which might be example for entire area and, perhaps, beginning of 

new era of improved relations between Nicaragua and Honduras. 

That, at least, was atmosphere in presidential palace today; a 

personal meeting on border between Somoza and Villeda Morales . 
to formalize agreed procedure and to demonstrate spirit of col- ier: 
laboration was even discussed in my presence by several ranking — 
officials of GOH. _ 


Now, it was also suggested, only dispute over Swan Islands is 
‘with US. Foreign Minister and others insisted to me that Swan 
Islands is basis for different kind of disagreement which they 
satisfied can and will be resolved by friendly discussion. Mean- — 
while, however, there have been repeated references in radio iD. 
fon 
ot 
} 
/ 


- 
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broadcasts and by sound trucks to Swan Islands issue and even to 
protest meeting. 


QuoTk 


"ICJ resolution calling for execution of royal arbitration award 
of 1906, which settled frontier dispute between our countries, 
is motive patriotic jubilation and Central Americanist satisfac- 
tion for the Government and people of Honduras because, ‘in this 
manner, bonds of affection and understanding between two sister 
republics are fully restored. Justice never one-sided, where- 
fore I am sure you will join our celebration of judicial sentence 
which definitely eliminates cause of resentment between our peoples = 
and rebuilds between Honduras and Nicaragua bases of traditional 
and unbreakable friendship. I hope as we raise again symbols of il 
| eS 
“aS” ——e | 
7 


' 


‘ ; i 
\" See Secretary of State ‘erter's memorandm of Dec. %, 1960, to President 





Eisenhower, post, De . 
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Honduran sovereignty in localities which until now have been 
subject de facto occupation, our two peoples, united in brother- 
hood since their political emancipation, may strengthen their 
economic, social and cultural bonds in noble aim of Central 
American integration. I avail myself of this opportunity to 
renew to you (sic) the expressions ef my high (sic) and distin- 
guished consideration. /S/ Ramon Villeda Morales, President of 
Honduras.” 


UNQUOTE- 
Vice 
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, Telegram from the Secretary of State to the Embassy in Honduras A 
‘ashineton, November 21, 1960—-7:57 Pele 
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“Tianage 6} Tegucigalpa 392.) Dept impressed with sumxtemxkion 











might be highly desirable fron standpoint reducing tensions ot stn 
to solution other outstanding problems through improved personal relations 
between Chiefs of State, 

In your discretion, you may wish encourage Presidents Somoza and 


Villeda along these lines.) . 


| ey 


7 — 
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VY Drafted by Chaplin and initialled by Charles E, "Yicdon, Deputy Director of & 


-— 


office of _ American and : Panamanian Affairs, The telerran was also transmitted 
to “lanazua sent tidy 
y, In tel, 161 from Manama, “ov, 1%, Ambassador “helan in*ormed the Department 
of State of Nicaracua's willineness to comply ‘rith the decision of the International 
Court of Justice, (41°,173/11-1%49) 
. V In tel. 392 fron Temiciralpa, Nov, >, Ambassador “urrows reported that 
President Villeda hoved to meet soon with President Somoza of “‘icaragua to work 
oit procedures to govern the transfer of avthority in the disputed territory. 
| (615 .173/11-2060) 
U/ Presidents Villeda and Somoza met on Jane 19, 1961 ,at the town of =l Espino A 


to celebrate the peaceful settlement of the longestanding border dispute, i 


Por further information, see the article entitled ""onduras Pushes Boundary Righter 


| in o New York Times, Jan, 15, 11, De Se 








7 815.05111/11-3060 
Memorandum of Conversation, by the Officer in Charge of "onduran Affairs (Chaplin) \ V, 
























Confidential Washinzton, November 39, 1960, 





SUBJECT: Financial Difficulties of the Standard Fruit Company 


' 
Acting Secretary Douglas Dillon | 
PARTICIPANTS: -epresentative Hale Boggs he. 
Dr. Thomas S. D'Antoni - President, wanderd vous Coe ry 
Mr, Robert Saith po” 
Mr. De. Je Kirchhoff a " a 
Mr. Kenneth H, Gormin - Bauer ay ae 
ARA = Deputy Assistant  ——aZ Milton Barall 
ARA:OAP = Mr. Chaplin 








| 



























Representative Boggs said that he had requested the appointment at the sug- 
gestion of Mr. Waugh of the Bank, who felt that the political implications 
of Standard Fruit's financial problems should be brought to Mr. Dillon's attenti 


Dr. D'Antoni related the history of the Standard Fruit Company, the circum 
otenses of its critical financial condition, the fact that some 50,000 people in 
nduras were directly or indirectly dependent on company operations, and presented 


“DECLASSIFIED FOR PUBLICATION IN 
FOREIGN RELATIONS OF THE UNITED STATES" 





a@ memo\showing that the company had lost $6.) million in the first 8 months of 1960,» F 
as a result of low banana prices, Mr. Millon questionsDr. D'Antoni to = 
clarify that pri reason for the banks' refusal to renew credits to the com . 
pany was the market, with Latin American political conditions being a i 
contributory factor. R 


Mr. Boggs su-gested taat if Standard were to cease operations, the consent 
economic dislocation in Central America would give rise to demands for U, i 
assistance far in excess of the amount needed by the company. a 


Mr. Dillon commented that this situation was one which the vuconatructt 
Finance Corporation might have been able to remedy, but that it was not clear 
the |, S. Government now has a legal averme by which it could come to the 
aid with loans, either throurh existing lerding institutions or through Mutual ® 
Security Act funds, Mr. Dillon said that the critical political and economic 
sequences of the bankruptcy of the company demanded that the Department inves 











| VY Theodore L. “licot, Jr., the Special Assistant to the Inder Secretary of State, 

initialled his approval of this memoraniun on Dec, 2. 
of According to Chaplin's memorandum of conversation dated “Nov, 2%, 1960, D'Antoni 

had outlined the Standard "riit Company's financial problems to Assistant Secretary 
of State Mann and had raised the possibility of obtaining inancial assistance for the 

| company from the nite’ States ‘Sovernment, In the course of this conversation, 
D'Antoni revealed that Standard Fruit was no loncer able to secure financing from 
American banks, that the company had a %5,46 million note with the Chase Manhattan 
Rank that the bank was umvilling to renew, that Standard Fruit reqiired *10 million 
in wew financi * to continue operations, and that he was meeting with Yauch on Nov, 2° 

| for the purpose of tryine to obtain assistance from the Export-Import "ank, (Rubottom- 


Mann Piles, Lot 6? D 11%, "Honduras 1960") 7 
NO memorandum Cencarning Tech matters 
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every possibility by which the company could be aided, Mr. Barall 
said he would discuss the matter with the appropriate offices in the light 


-——_._ 
Wistert and communicate the results to Dr. D'Antoni on the <9 
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\Y No record of such a commmnication from Barall to D'Antoni has been found in 


Department of State files. 
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Memorandum of Conversation, by the Officer in Charge of “onturan Affairs (Chaplin) 


susvect: Standard Fruit Company Financial Difficulties 


Limited Official Use Washinton, December 6, 1°60, 


ARA - Assistant Secretary Mann, — 
PARTICIPANTS: Mr, Roger Keefe, Vice President, Chase Manhattan Bank 
Mr. John Donalson, Loan Officer, Ld ° e 
Mr. Douglas Smith - DLF 
Mr. Ralph Golby - DLF 
E - Mr. Anthony Geber 
ARA - Mr. Rosenson, Mr. Chaplin 







aes ee 


Esa 


Mr. Mann outlined the problems of the Standard Fruit Company 7 
and the acute political and economic problem for the U.S. in 

Honduras if Standard were to cease operations. He asked what were 
the i of the Chase Manhattan Bank as the company's largest 
creditor. 
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Mr. Koefe said that the Benk's interest was not limited to the 
$5.6 million loan to the company, but included additional loans of 
over $1 million made to a Dutch corporation to finance refrigerated 
ships chartered to Standard. Stdndard is obligated to prepay charter 
fees if the borrower is unable to make payments on the ship loans, 
If Standard were to halt operations, there would be no charters for 
the ships, thus no payment on the ship loans, and the sale of the 
ships would not realize the amount of the outstanding loan balances 
on them. He added that the bank was looking for a purchaser for 
Standard's collateral, stock in two breweries and a soap factory, 
but that it might teke some time tc find a satisfactory purchaser, 
lie said that no matter how Standard's financial problems may be re- 
solved, he felt that the company should rid itself of the breweries 
and = factory. The two crucial questions regarding Standard's 
future in the bank's eyes are how to overcome the political risks in 
Honduras, and will it be possible for Standard to stop its current 
losses. As matters stand, the company will be unable to meet its 
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payrolls by the middle of January. Chase Bank itself does not e 
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in forei = the original loans to Standard were made = 
against tic assete which have now disappeared. Mr. Mann was 
then called away from the meting. =. 

Mr. Donalson said that an examination of the cash flow aye 
jection for 1961 indicates that the company should show a slight Sl 


cash profit on its Honduran operation over the entire year, but 
that exclusive of debt nts becoming due, the company would 
aoe A. ceed $1.5. llion new financing in 1961 for working 
cap . 


Mr. Smith and Mr. Golby of DLF said that ICA or DLF are in a 
position to give guarantees against expropriation and civil dis- 
turbances, and asked what types of tees would be necessary 
for the bank to continue its financing of the company. 


Mr. Keefe said that even if the political risks were covered, 
the grave commercial risk remained, and the key to the bank's con- 
tinued financing is the ability of the company to stop its losses. 
If losses could bes topped, the bank would be willing to continue 
to carry the company, however the company needs additional funds to 
operate until it is known whether or not losses can be stopped, 


Mr. Golby suggested that the bank might be able to consider DLF 
political guarantees for the §5.6 million coming due, with repayment 
peavensees ~~ to a given amount of new loans necessary for work- 

ng capital. s situation wuld not involve a U.S. agency in 

financial supervision of the company and would appear to accomlish 
our policy ends. Mr. Keefe said this proposal was satisfactory as 
a basis for negotiation, and he would plan to return to Washington 
on December 6 for further ciecussionse/r —— 


18 
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Y Accordinz to Chaplin's nemorandum of conversation dated Dec, 8, 1969, 
officials of the “FT informed “eefe ad other representatives of the Chase Manhattan 
Tank that the D7 representat!ves had secured necotiatine instructions along the 
lines of the proposals discussed on Dec, 4 and were prepared to make specific 
proposals to the hank regarding political and repayment m:arantees for any loans that 


the bank might make to the Standard Pruit Company, Keefe responded that the bank did 


not believe the DUP or ICA could oer oo) ‘tical rick euarantees that would in practice 


satisfy the needs of Chase “Manhattan, After an extended discussion o° the question of 
econonic s:arantees, those present agreed that DLF would draft a cuarantee arreement 

for the bank's review, ("%15,95111/12-"40) In a letter to Ambacsador Burrows dated onl 
DeGe 1, 1960, Chaplin summarized the resulgs of the discussion that had occurred on 
Dec, %, informed the ambassador of "nder Secretary of State Dillon's determination to 
prevent Standari Fruit from going banixvupt, ani stated that efforts were contimring 
to arrange a government loan if Chase Manhattan refused to offer additional financing 
to Standard Fruit. (ARA Piles, Lot 64 D 9, "Correspondence, Ambassador "ewberin, | 


Honduras 1960") 
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S Eisenhower Library, “hitman Pile, Dulles-‘erter Series IAF 
= Memorandum from the Secretary of “tate to the President 

Con*idential Washineton, Decenber %, 1°69. 


SUBJECT: Submission of the Dispute with Honduras 
senpcouens Soverhanty oo Shap Sroenes 
to the In tional Court of Justice. 

A long-standing dispute between the United States and 
Sentares Sens Cree over two small Caribbean islands, 
the Swan Islands, is now so inflamed in Honduras that 
it threatens U.S.-Honduran relations, and even the stability of 
the moderate administration of President Villeaa Morales. 


almost 100 years, the islands have been occupied by United States 
citizens u sed by United States interests. The Cuban 


Government AyD np By ay A 
States, has been tating the spute the hemisphere, 


partly to aggravate an issue between the United States and Hon- 
duras, and partly because of anti-Castro broadcasts being made 
by a commercial radio station on one of the islands. 


The Hondurans have convinced themselves that their claim to 
these islands is unassailable. However, the U. S. has long 
Claimed the islands, and after careful s » we believe the 
U. S. has the better claim. A memorandum discussing more fully 
the dispute over sovereignty is enclosed. <- — =i / 
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There is no way to resolve this issus by compromise, since 
each side believes that it has sovereignty. The only method 
which it can now be resolved, in my sulguent is to have the 

stion of sovereignty decided an fel tribunal, the 
ternational Court of Justice. High icials of the Honduran 
Government have given indications that Honduras would probably 
; saree to this cour A statement regarding the relevance of 
he Connally Amendment jis enclosed. {- a ¥ 


It is likely that the United States will win the case if 
it is submitted. However, even if this were not the situation, 
I believe it would still be high desirable for the United 
States to manifest, particular its relations with a small 
country such as Honduras, its readiness in appropriate cases 
eben Ags, vi DAL, ooh al tribunal 
in accordance with international ° 


Submission of the Swan Islands dispute tothe International 
Court of Justice are to offer the best available course of 
action for the United States in its relations with Honduras, and 
it has been the policy of the United States to support and fos- 
ter the peaceful sottionent of disputes by the International 


o+ printed, 


Ym Auge 2, 196, the "nited States Senate pa: Senate Resolution 196 
der cer +e! psc eet $+e sues ho ‘on of) 
Cou 


















enabling the "Inited State of Justice, in 

the course of the Senate's consideration of this resolution, Sen, Tom Connally 
(D.<Tex,) obtained the adoption of an amendment to the resolution that permitted 
the "nited States to reserve the richt to exempt all disputes fron the ICJ's 
compulsory jurisdiction that involved the domestic jurisi'ct‘on of the TImited States 


and to @ determine the definition of the term "domestic jurisdiction". “or the text 





oO ® 
of Senate Resolution 195, 7th Congpeee, ?nd Sessgen, see Foroim Relations, 196, tex 














cases. The Department of 
gence Agency have no objection 


to 
I request that you authorise me to seek agreement with 
the Government of Honduras for the submission of this dispute 
to the International Court of Justice,,———~ \W/ 


-— e . 
i ——_ . - 


Christian A. Herter 
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| VY According to 


a en notation on a carbon copy of the source text, the j me 
4 ‘ 
Department of “tate Gutters... 9, 1969, to proceed with this course 


| of action, (Eisenhower ‘.ibrary, Project Clean-"'p) 
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Letter from the /mbassador in Nicaragua (Vhelan) to the ficer 
*. . - s 
Charge of Nicaraguan /ffairs (Taylor) 
e3 : Snial me Manao Paktrirary 17 ore 
Confidential Official —Inforral Managua, February ll, i195 


Dear Henry: 


Bill Hudson will be getting out a despatch the last of the week 








ot & <4 
President Luis and General Tachito are convinced that an atte mpted i 
invasion from Honduras with a probable assist irom Costa Rica will 
occur this month or in early March, ‘They say that the invasion will 
be by ex-Caribbean Legionnaires and Nicaraguan exiles who now realize 
that since Echandi's election ey will no longer bave it easy in Costa Rica. Ys 





President Luis says that the election in Costa nico/Sinaod’ them a jolt ‘2 
and that now they will not wait for Bautista's({downfall in Cuba. He also states ei) 
that everyone is pretty much in agreement that success in Nicaragua would SI 
assure them a base of operations. 





As of now I do not believe there will be cither an invasion or « revolution, 
There may be an assassination or an attempted one. I rule out the revolu- 
tion because there are no empty bellies--a shortage of labor exists and the 
landowners, most of whom are in the opposition, want to market what has 
turned out to be a goodcrop. In addition to that, the little guys jion't want 
to fight and the big oncs are too care l, 


The General thinks the Guardia are 75-80 per cent loyal to him and 
95 per cent loyal to his brother Luis, the President. 











Cur Military boys think that the appraisal is iair. The hierarci.y of <: 
the Catholic church is satisfied and the Bishops are cooperating with the ter 
Administration, a 
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ten hy evi ‘setupe’? 3 

that President Luis has given the supposedly revolutionary ‘and invasion” *— 
plans and his calling of the contributors (of whom he has a list) and i % 
advising them to be careful because this time there will be no fooling 3° 
in the way they will be treated, is having its effect. He seems to be 
ees 3 all rightywith Labor. sdicetemtns ina 
~~ sh ete" "ant § Al a te, . ST APS. ‘¥ 3 

aie ysol-samae’ 80 Se aR SCN aaicacgel teat eaa es eer 














a ata party ‘8 
~ Thursday: night; et'which-Mrs..Whelan and I were-the only “outsiders; > ae 5° 5 Sa, 
we could see the evidence of Luis's conferences with the opposition. ee, 


Now, here are some thoughts on the negative side: 
. We have had friends of at least five would-be candidates for the 
_ presidency if-Luis was overthrown, ‘ask us'’-what, we thought of their boys: ee 
WO Weialso” see ‘where some. ‘of the’people who secured visas. before the Se 
Passe atternpted revolution are getting. visas again, but it may be. routine. 24, 
In addition, there has been a stepped-up press and radio campaign, 
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I don't know how I can be so far off in my appraisal as against that 
of the Fresident, the General and some of the Cabinet members who 
-have discussed it with me, but the solid members of the oppositioa 
J» Cannot get excited about the rumors. I hope I am right. -I have Suggested 
| -« Sto the President'that.when, ‘as andiftie has definite:proof that.an inyasion” co: 
is going to take place, he first try.to prevent it by asking President .. 
‘Villeda Morales and President Figueres to meet with him at their 


-respective borders and give them the information that he has, 


* 
. 
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“@ record of Taylor's repl: located in Department of 
state files, 

















717,00/2-2158 





J» Memorandum of Conversationghy the Officer in Charp 
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Confidential shington, | } 


PARTICIPANTS: Dr. Guillerwo Sevilla-Sacase, ambassedor of “icaragua 
Dr, Alfonso Urieva-Urvina, Counselor of Umpassy of Wicararua 
ARA = Assistant Secretary lubottom 
Lib = ir. Taylor 
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~~ 
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Ambassador Sevilla-Sacasa called ti» discuss resident Somoza's fea of ar 
invasion ayainst his Government from ..icaracw.n exiles residin, in Lont os ang 
Vosta ica. The «soassador said that ic hac sad @ rocent conversation with bree 
deni Soroza in which Somozw asred hir to dic:uss Ji.lc rat’ er with the Tx .art.wnt. 
“lg said the rovob:tionary Jicaraian exile 1 -aters v9 Jedro sivas ani mez * lores 
in .onduras, and ‘cneral Cuadro Fasos in Costa .ice. ' 


The Ambassador said that in uonturas, accordin= to .icara. win Late. igence 
reports, i icara, en exiles were or_oniaiag new the | «ier for an aticck, §9 Stli 
that althou lh iioniuran President Yilleda Uorales hac . ‘ven ass iweneces te Crash st 
Sonvsa that he would not oernit the oxiles te launch sich an at lack, it was Seared 
that Villeca was nct. c mpletely informed of 2© ovesen. activities £ th liec7 _uan 
exiles. .8 indicated that althouvh vresioent sonore | cumtidence in ube vod ine 
tentions o- Villeda, tore was doubt in iis jv! as &> whether such key ticures tn 
his overment 15 .scar - lores, Villa Lerimu:., av Jivare’> .vercto were of tue sane 
mind, Sevilla-Sacasa stresse:) that .edro Vivas was toc Urol! ereinelaw of Alvarado 
Puerto, the new i wibiran lorvicnu Linister, sud tint “ecause of this roletionship it 
way feared any attenot of Jivas to urlanize the exilus for an; tack in  icaragua 
wild not be efieoctively discourajed by the -orei_n iia snr. 
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Seville=Saces1 stated his vovernment f)) sire ti | in Corla sica, wen Sehendd 
asswied the Fres'iency, ho would not pemait the exiles oo romain tn the coustry such 
as bijueres has ‘iwne,. He sain the iicaravuan exiles were aware oi this «ii Liat fear 
of not being pernitveu to rowrin in Costa «ics oul force then to make «. move a,ainst 
the sicarayjuan Government within the next two monuis. +he Jubassaior 3.‘ that the 
activities of tin exiles in Coste ‘ica were in cervs. .bea wich thore 4 the 
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, lionduran exiles and the plan of attack called for the two groups to move 
‘ Simultaneously against the Government of Hicaragua. 


Xe 





-—— - 
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The Ambassador also stated he had ‘nformation that three airplanes 
would fly shortly from liexico to costa ica with armaments for the Nicareguan 
exiles. He said that two of tho planes would leave from Liani proceeding 
first to Mexico to meet the third plane ani then 211 three would fly to Costa 
Rica. ir. Rubottom asked the Ambassador if he could sive the Departwent any 
information concernin:;, the reported two planes scheduled to leave from Miami 
in order that the Lepartment could check into the satter, The Ambassador said 
he would give the information he had to -r. Taylor. 


The Ambassador said his Government was concerned over the threat of a 
movement of exiles azainst it. le said nis Government had expected the exiles 
to move on February 21, but thouvht perhaps they had delayed knowin, that 
Presicent somoza was on the alert for such a move, ce deplored the bloodshed 
and difficulties which would ensue if the exiles were mrmitted to launch 7 
attack against iicaracua. He then asked ir. Rubottom if our respective Am- 

bassadors in l'onduras and Costa hica could draw the respective Presidents’ atten- 
tion to the dar csers of permitting the exiles to prepare for an attack against 
the Nicaraguan Vovernment. ir. Rubottom agreed to inform our two Anoassadors, 
but said he would leave the action taken to their discretion, 


SE OUT 


Lr. Rubottom informed the Ambassador that he appreciated the informetion 
he had given him. le said that_we would contique to renain alert to such 
possibilities outlined by the smbassador of an atvack on his Covernment fron 
iiicarasuan exiles, However, he pointed out to the \nvassauor that the revolu- 
tionary exiles lived on such rumors andi deliberately generated thea without 
foundation in hopes of keepin; Governments in a siate of agitation, The Anbas- 


sador agreed that the Nicaraguan exiles had been ,enerating like rumors for 
years. 
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new Honduran :oreign ilinister to renounce the agreement to have the ‘licaraguan- 
Honduran border dispute settled in tho international Court of Justice. However, 
he did not believe this could be truco. 


In closing, the Ambassador said he had heard it was the intention of the E 
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Jespatch from the © 
= the Department of State 
Confidential "anes °:2, 


No. aM 114. 


The Invasion Plot and Relaticaf with Homimas 











President SOMOZA and his brother are still expecting the Nicaraguan exiles 
nt of @ situation like the one in Cuba.* -_», 7 


bloodily, in order to prevent the 

General SOMQZA *old.the Military At last week eod that he will use a regi- .....@.emubte. 

mental combat team for this purpose. as 9 
~~. 


While President Somozea has consistently refused to credit rumors that the ao 


exiles are getting belp or encouragement from President VILLEDA Morales, he has 
been concerned by reports that Foreign Minister ALVARADO Puerto and other assoc 
of President Villeda are helping the exiles behind Villeda's back. He was somewha 
reassured on this score during the past few days by a report from Tegucigalpa that 

President Villeda had called in certain unspecified Honduran offidulsand “laid — s 


down the law” to them. on 


The President ssid yesterday that he had been ;/, vouch with Villeda and they a a 
had agreed to have a meeting soon after Faster. i... woassy believes such a 
meeting would nelp produce harmony and tolerance .o their future relations. 


The Exubassy has today seen a report from gucigalpa, dated March 15, . 
transmitting information obtained from a us -reliab sce concerning rather ° 
concrete invasion plans of GOMEZ Flores. We trust tu rt is being distri- — 



















buted to all recipients qf-pur despatch 403. 
o% _ 
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“Memorandum of Conversation, the Officer in Cherpe of Vicere 
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SUBJECT: WICARAGUA: Activities of Nicaraguan Exiles in Honduras 


PARTICIPANTS: Dr. Guillermo Sevilla-Sacasa, Anbassador of Nicaragua 
ARA — Roy R. Rubottom, Jr., Assistant Secretary — 
MID = C. Allan Stewart, Deputy Director (eo 
MID ~ Henry L. Taylor, Nicaragua Desk Officer (aoe Ee & 





Ambassador Sevilla-Sacasa said that at the request of President Sonoza he had” 7 
called to discuss the activities of Nicaraguan exiles ane in , ett He to 
Mr. Rubottom that his Government continued to receive iz 
conversation dated February 21, 1958 ding Presid t Somoza to be: eve that an 
invasion from the exiles was imminent. He said that his Goverment had received 
reports that arms were being moved from Costa Rica to Honduras for use in the in- 
vasion, and that Nicaraguan exiles residing in Costa Rica were joining the exiles 
in Honduras. According to Sevilla-Sacasa his Government had reason to believe that 
the exiles were gathering for the invasion just east of Teotecacinte in the disputed 
border area, 












The Ambassador said President Somoza believed that Honduran President Villeda 
was sincere in his declarations of intention not to permit the exiles to launch an Si. 
invasion from Honduras. However, President Somoza had information leading him to 
believe that Honduran Cabinet Ministers Milla Bermudez, Alvarado Puerto, Oscar Flores, 
and President of the Congress Rodas were working with the Nicaraguan exiles, behind 
Villeda's back. Sevilla-Sacasa then asked Mr. Rubottom if our Embassy in Honduras 
would impress upon Villeda the need to take appropriate measures to prevent the bh, 
exiles from carrying out their planned invasion, He expressed the belief that . 
r 
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Villeda was not completely apprised of the exiles’ activities and consequently was — 
not fully aware of the threatened danger to Honduran-Nicaraguan relations being 
caused by these activities. . 
Mr. Rubottom told Sevilla-Secasa that the Department had reports 
regarding this subject from our Enbassies in Honduras and Nicar z said that 
we were concerned over these reports and the possible effect they might have on | 
Honduran-Nicaraguan relations. He cautioned Sevilla-Sacasa against any rash action 
on the part of Nicaragua, such as sending troops into Honduran territory to ferret ~ 
out the exiles. Mr. Rubottom said he understood Villeda had announced publicly his i@s 
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Homduran territory in the disputed area in search of exiles. Mr. Rubottom informed 
Sevillse-Sacasa that our new Ambassador to Honduras would be there in the next few 
days and would discuss this problem further with Villeda. He then expressed his 
appreciaticn for Sevilla-Sacasa's frankness and thanked him for his call. 
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FF 
“During past week public opinion in this country re Nixon inciden ~ 
“has somehow veered around nearly 180 degrees. After viewing US 
few days ap asthe offended they are now analyzing US as the 
offender on basis revival all the old myths about our economic 
aggression and neglect of Latin America plus in case of opposit 
here the old canard about our supporting dictatorships. Such 
press material from other LA countries as I have seen suggests 
this phenomenon has occurred in greater or less degree throughout 
hemisphere. 
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By dedicating ourselves to a re-examination of our LA policies 
we have given a fine example of Christian humility but Latinos 
seem to be mistaking this for admission of basic guilt and are 
responding to it as children would. Some sort of spanking seems 
called for to sober them up and bring them to realization they 
bear a large share of responsibility for cracks in hemispheric 
solidarity. It is time they did some re-examining too. 


a ah 
. : agar vt kt 


ec) ellen 


- 


While I am confident Doctor Eisenhower can be protected in this 
country from gross discourtesies shown Nixon in South America, 
I fear unless we can do something to regain psychological off 
and awaken Latin Americans to necessity for constructive unemot 
al evaluation their economic social political problems, their 
responsibilities toward solving them, and the extent of past U 
assistance to LA and burden to US taxpayers, his visit this ar 
may turn into a round of debates in which he will appear be onl 
on defensive and which will serve largely to confirm Gntral. — 
Americans in the irresponsible tendency to blame US for the 
troubles. One factor which should be brought to Latinos tion 
is possible adverse public reaction in US to incessant ccine for 
more aid for LA in view apparent ingratitude many Latinos for aid 
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they have received. Among possible measures several policy 
speeches by Congressional leaders and high officials on themes 
mentioned above before suitable forums such as OAS might help 
prepare ground for positive results visit. Reactions to speeches 
could be used in preparation statements for Doctor Eisenhower 


during visit. 
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AKéys iles, Lot 60 D513, "“Eisenhow@r, Milton-licaragua 1959" 
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Paper Prepared in the Bureau of Inter-/merican /ffair NJ 


Cont te. +6 \ ’ "2 chine oA 
shington jun? 3 


SU'TIARY UF DISCUSSIONS DURING DR. FISENHOWER'S VISIT TO NICARAGUA Ame 








July 22-24, 1958 


of his Cabinet ,’ General Anastasio Somosa, ’ representatives of various ° 
political groups, Goverrment supporters and opposition parties, labor and 
manarement, Chanber of Commerce, and others. Similarly, others in Dr. 
Zisonhower's perty met with various Nicaraguan officiels. Noither the 
President nor Cencral Somoza put forth specific proposals in their tulks 
with Dr. Eisenhower. President Saonoza seemed genuinely concerned with 
the accusations of being a ‘dictator: “levelled against him and anxious ‘to , 
>‘ prove that he was. returning the. Micaraguan, Coversnent. to Gencerstey $3: Ha: 
yy Practheese © 22452 gh PL NET Ee SP CESS: : 
It was notable that members of the politics equate as quite 
freoly and unrestrictedly to Dr. Eisenhower concerning the Sonoza Govern- 
ment. On the first day, whon Dr. Kisenhower visited the Bi-National 
Center, a swall-<rowd cerriod posters denouncing the Governnent in various 
forms and General Somoza himself translated these signs for Dr. Eisenhower. 
SMailarly, during the meeting with the University graduates, one of them, ~-:. 
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he San ‘Communist Party line. “At first, it was alleged that: he'was speaking on 

7. > behalf of the University pfraduates, but this was subsequently denicd.- Con- 
sidorable reference was made by these sane opposition groups not aorely to 
elleged United States support for the Somozas but also to similur alleged 
support for other dictators, 


e Among the points raised by the Nicaraguans were what they belioved 
‘> © ‘te’ be unfair conpetition regarding the marketing of cotton. Compluinte 


<; ” ~ United States bocause ‘of its enornovs wealth could absorb the financial. . . 
: ‘cost of lost gotton’ markets. Again thore appeared the belief that the ts 
.. United States fixes industrial and ogricultural pricos. ‘Some feeling wis 
also expressed. that through Marshall aid the United States had stisulated. ‘ 
coffee production in Africa which was competitive with Central American toe 
coffee. 





Business ani other private sectors exnressed concern rerardinz the 
Rreat incroase in the Covernnent's expenditures without corres);onding 
. increase in the country's productive capacity. [ecognition was given of 
technical aod other esristance renicred by the United Statos. These sane 
circles complained that the persistent fear of Government interferenco, 
“increases in taxes, bureaucracy, and scercity of crodit fecilitics, greatly 
. hazper the economic growth of the country. Tho ofricultural production | 
. Which is the basis of the country's economy was, suffering sevorely from ~ 
te. depressed ‘international prices. - Sone complaint was ‘made of the size of - hey 
— -. the military budgot and Presidont’Somoza on two soparate occasions referred _ 
* ~ to the fact that he had been “able to reduce militery expenditures on two 
occasions due to the cooperation of his brother wl:o was the Comsunder of 
the National’ Guard, ras neared: fede ae Tee ee 
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oe » @ Dr. “Zelaya; nade a sharp attack on United States policy paralleling the’. : 8 we, 


5 '. similer to those encountered in other Central Amorican countries were ~. ar. 
h-. made regarding the instability of the coffee market and the Jow prices © ro ° Se 
2 — _. thereof. _ lief_was. expressed, by, Nicaraguan businessmen that the - =o." wie 
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owners out of a population of nearly # aillion and a half. In the opinion 
of these coffee growers, the present difficulties were due to internal 

ami external causes; Internal: inadequate credit, high cost of production, 
lack of rural roads, high taxation. External causes: low prices in world 
markets, high sales cost to the American consumer, low world consumption, 
lack of erential treatment for Central American coffee by the United 


_ Sates, ‘of a broad scale United States assistance progras for Latin’... 
~’ American countries. Me ranely tbe situation thay reneusmicd Uaitetster 22: 


States cooperation for stabilisation of prices and volume of sales, 
granting of long-tera credits at low ratcs of interest to improve the 
coffee industry (current rates being fron 9% to 13%), and long term credit 
to the Government of Nicaragua for the construction of rural roads. 


The labor groups received by Dr. Eisenhower expressed their concern 
at the low standerds of living in the country ani the acuteness of the 
great interest in an ICA-sponsored . 


-housing shortage. They expressed : 
progren for self-halp, low-cost, houses to be built by the prospective 


inhabitants of the houses during their spare tine. With labor being 
furnished by the prospective inhabitants and the land donated by the 
Nicaraguan Governmeont, the only cost would be for materials. It was 
indicated this would run between $800 anit $1500 per house. 


The Government's presentation was nade throuvh the National cononic 
Council. It indicated that et the present time public as well as private 
investment hed reached the level in Nicarague's history. The per 
cepita income had risen fron ‘in-1950 to $205 in 1955. Cotton produc- 
tion increased froa 22,000 bales in 1950 to 205,000 in 1954. Industrial 
production rose three-fold in the same period. the sane period 
there was a 53% rise in the cost of basic foodstuffs. In 1956 Nicaraguan 
economy suffered a severe setback in all fields. The drop in coffee 
prices became wore severe ani the Governnzent resorted to nessures of 
fiscal and monetary correction which tended to reduce the country's 
economic activity. During this period the number of unpaid debts to the 
National Bank (which controls 60% of the credit in the country) rose to 
some £12 million. This is a sum equivalent te one-third of the outstanding 
agricultural] credit in the country, 


The Nicaraguan Government stated that it had maintained an unchanged 
policy of cordiality toward foreign investors. The general law for ex- 


“ploitation of natural resources as well as the law of incentive and 


! on of interest gives equal treatment to foreigners and Nicaraguans. 
foreign investsent of 1956 guarantees the right to send profits 
,edroad and the Nicaraguan Goverment states that it recognizes that private 
* 4nvestaent flows only to those: countries where attractive conditions prevail. 
" Wicaraguans stated they believed. Central American economic integration was 

indispensable ani thet only the formation of a common market would p:rait 
satisfactory economic development. The Nationa) sconomic Council requested 
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‘» @emestic and foreign markets, incluiing tourisn, for more organised plan~ 
‘Ring with respect to government policies in the econcoaic field, fora — 
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“stabilising coffee and cotton prices. Criticies vas addressed by 














“alana paelettion. nes ag a monger mnng better poattion «::. 


Nicaraguans, 
sate tananne aoe Satna Stebeo No view the gcthoden tentess (a) 
breed financial assistance in solving the problens confronting the 

es (b) assistance in stabilising coffee prices; )c) special con- 
sideraties for the prebles which confronts Nicaragua in the sale of its 
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se Sa for assistance in a general way were as follows: §7,700,000 
for economic development programs of the National Development Institate, 
$8,500,000 for special works such as hydroelectric power and water supply 
progress, and $10 aillion for school construction and en undetermined 
ier fer public | health. 


" Taere appeared to be anong Hicaraguane of all classes the usual ais Pe k 
7 wie Taste appeared to be savag Mleareqnene @f ali sheeses theitesel oom eat 
commodities prices and industrial prices. There appeared particularly m -. * 
the part of opposition groups the same misconception regarding United 
States policy in regard to non~democratic regimes. There was no recognition 
of any possible failure on the part of the Latin Americans in regard to 
their policies with respect to-the United States. Where fault was found 
it was always with United States policy. 


, } t «= Requests for financial assistance were made as’ he 9G 
were made for United States assistance in 


opposition groupe to alleged United States support for the Somosa regine. © 
Widespread support was found for the idea of Central Am rican integration. 

The usual belief that the resources of the United States were unliaited ‘ 
anf that all problems could be solved if only the United States would be se 
less “stubborn” was encountered. There was sone crudging consent on the 

part of the opposition groups to the idea that the President may be moving 
toward the denocratiszation of the regime. Labor groups carefully took no 
position for or against the Government and there seened to be a generalised 
feeling that United States assistance thus far had not filtered down to 

the masses. 


In Nicaragua, as in other countries visited, there seemed to be «a 
‘need for a broad inventory of national resources, both human and material. 
Similar needs exist for adequate per of the feasibility of cultural 
diversification, for.an analysis and appraisal of the potent of 


review ef the tax and trade policies of Nicaragua, and for an exazination — 
of the structure end functioning of governzental agencies, 
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Letter from the Ambassador to Nicarague (vhelan) to the President's 


=—! Personal Representative (Tisenhover) 


“Managua, September lf, 195°. 





. Here — 26 ab BERR 


1, The President is pleased; the Cabinet and the Government 4 
are happy. .. 





. oY . 

t~w-' $F ae; ® dd 
3. The opposition political aaiihen, “who had a chance to sound 
off without interruption, are now convinced that you have taken their 
stories to President Ike and they are happy. 


4, Zhe press, because of equal treatment +o both American and 
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st local yepresentatives, are happy. ” ORS LS He OES a Wh >. C4; 74 ved 
+e. > 5.’ The stadents found out they had made a mistake and sents ‘ta oe 
-,~' . delegation around two weeks ago to tell us’so and at the same time en °° 
to plek RD 4 Settle mongy der thes qpnatl celeb cation,” ; “> 
6, The sorcalled intellectuals. who, were abusive in their visit Mi a 


"with you, have been very apologetic. As a'result the speaker who, 


as you know, was very much to the left, has been removed from “, 

office and the Medical Association <1 ome : defeated his a 

“ -. candidate for the poodifensye | . 

Your colleagues, Messrs, Rubottom, Waugh, McIntosh and o: 

Coughran contributed greatly to the success of the visit. i yy 

= bis 
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The etter was transmitted under cover of ae letter dated Sept. 22, 
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good for the United States, this Embassy and myself. Thank you. 
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— Memorandum from the Bag» Direfctor of the Office of Central Anericen 

= and Panamanian /.ffairs (Stewart) to the /ssistant Secretrry of State 


—| for Inter- /merican /ffairs (Rul ened NY 


Confidentiel 


rember 2f, 9 
SUBJECT: e U. S. visit by President Somoza 


+ 








= 


In connection with Ambassador Sevilla-Sacasa's recent approach to 






. Zisenhower concerning the desire of President Somoza to receive an . 
invitation to make @ formal visit to the United States next spring Tt If o> 
the recommendation of OAP that no such invitation be extended, Despite i 
President Luis Somoza's trend towards a more democratic type of Government 


and public declarations that he will not succee’ himself in the presidency, 
he is still viewed by many Latin Americans as purt of the dictatorial 
"Somoga Dynasty". Undoubtedly if he were to receive such an invitation from 
President Tisenhower, Latin American liberals would accuse us of favoring 
a dictatorship or the remnant of one, Such accusations would probably be 
fanned by communist elements, ani the end resul' of such an invitation might 
well prove detrimental, at this time, to our efiorts to assure the Latin 
American people that the United States has a real interest in improving 
their welfare. 





a 


a 
—_— 





On the other hand OAP has no objections to :aformal arrangements being 
made for President Somoza to see President “ise: hower, should he come to t 
checkup. In view o' his recent illness woul’ 
not appear umusual for Somoza to come to the Un‘ted States for a medical 
examination. The fact that while in the United States he called on the 
President and other Government officials, should not lend credence to any 
accusations that the United States favors the ".cmoza Dynasty," as might 
be the case if he were to receive a formal invitution to make such a virit. 








In view of the constant support we have received from Nicaragua in the = 
UN and the OAS, the official informal visits of Ydigoras and Echandi prior 
to inaugurations as Presidents of Guatemal: and Costa Rica respectively ©. 
and/forthcoming official formal visit of President Lems of Fl Salvador, it 
does appear that if Somoza decides to make a trip to the United States for 
medical reasons that he should be encouraged to come at a time when it will 
be possible for him to have a short visit with i'resident Eisenhower, 
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Recommendation: “’ 





1) That no invitation be extended at this «ime to President Somoza to 
visit the United States, but that, if possible, it be arranged for him to 
+ see President Eisenhower and have conferences with other government officials 
should he elect to make an informal visit to the United States for a medical . 
check Upe - 





2) That we take no further action at preset beyond informing Dr 
of our position on thie netter. es 
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; j &¥- 132 
"ae The memorandum was drafted by Taylor. Abd 


+, - ' be 2 
YShrine Nicaraguan /~bassador made the approach to Milton Tisen- 


hover in a conversttion on Nov, 19, A cop» of the memorandum of the 


conversetion is in “eeentaens—ob—ssete-five 717.11 /11-195°. 
Aon June 23, the Embassy at “enapua reported that President 
Somore was umfiuxinaxizxax hospitalized with the possibility of « 
-— 2 Conlnn, 


$ 
coronary infarct Jirom which he, recovered, 
\/ there is no indication on the source text that Pubottor @appro- 
areg.- 
ved the recommendation, On Jan, 39, 1959, in a menrorandum to, eneral 


ad fhe iitluh Hare, 
indrew J, Coodpaster, John ., Calhoun, Director of the State Depart- 


ment's Cxecutive Secretariat, recommended arainst inviting Somores 


to the United States.(717.11/1-235°) 
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\ Vomoca's sincere desire tc lead 
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existed uncer his fatrer, If Luis is able to conti we his present policy 

of ample civil liberties, and adheres t© itis provivce of ening the Bo- 

eee Seees Seeeiy” an bie Seaurvn, ouupaptes on fast, Bh. 2060. -% 

think ow interests and those of Latin Assrica as « will be sarved, 

However, the emergence of the Betancourt and Castro Jovernoe:ts has 
crestod a now situation. Tacho's campaign a:ains’ Betancourt while the 

latter was in exile in Costa kica, and the ealo ci armored cars te Ystisia 

by the precent Coverunment have net endeared Luis' ic.ine to the ci: ott 

rulers in Veneguela an) Cube, Nicaraguan exiles +7 wrbed closely with 

Cuban eid Venesuelan revolutionaries are already «lawring for hel» to 
overtirow the Somosas. We are receivim reports wt Nicara wa an. the 

Dominican jepublic are iihely to »‘e the Larpets os revoluliongy fps | 
which aay asseable either in Cuba or Venwgucla, « lave 1 corte tict mon re, 
ere being trained in Cubs «wow for an invasion of icaragua #14 we are >t. 
making @ check, his seens unlikelyj nevertreless, when tio «uw Veveruelan | 
and Cuban Covernments Wwoone organised they nay co 60, or at least *. 
encourage and supply arcs to anti-Gomoza gros. Castro clready hed cade y 
threats azainst tne Aicm apuan Government, 
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Thy’ xmnaxxx letter was drafted ns an@d cleared ty Drefer, 


Murphy, Wieland, and Dernbaum, There is no indication on the source 
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SUBJECT: NICARAQUAs Visit of General Soucss —— 
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tom then asked ebowt President “omota's health, “»w “encrsl 
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Me observed tere was 


Se aaid there wore 3,500 
no place for an invasion ‘orece to fo, once it had 1 wiled, ercept back to cos 


ational, who wore vell trained and loyal to wwe 7%, 


sald they had beer treinine in guerilla werfare tec*ics acl vere woll ~repered 
le sai the aajority of people were with the “overment, 


“Ne did not appear to be worried stout any soch attempt takine rleco 
The Ceneral ton said presidential elections ~oul tako place as schoculed 
in 1963. "Ne re~arced thet the mexbers of the opposition part’ (Conservatives) 


the near future, wnt indiceted his Government was well prepared to take care af 


The Ceneral tics torned to "icararuan affairs. 


nerbers of the “wor'ia 
to Pan’le any | -vasion atte mt rade against the country. 


again, 
iteelf, 
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dic turn » 
mot win. He siressed thot his Goverment was in‘teresied in the welfare of tre 
Micaragusn people, and said be bod learned from his civic courses, while study- 
+> ing in the U.5., that s successful Goverment must cooperate with its people 
ant be constructively interested in their welfare, “e pointed out that in Fica- 
rarua there was freedon of the press, freedom of comrossion, at froeion of 
essexbly. “e remrked that the rrvorters of op omition newoapers wore not pare 
mitted by the owners to revort the news in cn urbiased samer, ile ssid comers 
of the onrosition papers did not want to clive is “overtaont credit for eny coo 
acts. ‘e edded Uuat on the other ‘and the pro-coverrment newsoepers suing too 
-* far over in the other direction, tle said there was really no newspaper report- 
€\ dng im an unbiased xanner, 
























.. hed enouch armarnts for ite needs for the next four or five ,ears, ‘ovever y 
we he said that he would like to reccive the 209 Srownia= automatic rifles (5'fs) 
=< which hed been tine 
=) were reviewing 
SF there would be a o 
é+ ; CET ?. , 4 and recogni 
Ze it es a rood move, fe said thet, with 200 BARS, and occa- 
S~ sional yurchages of training amamition, “icara ca would mot need anything further 
Z- in tris line, 
«° ‘oosine rojoct 
~a The Jeneral then commented on the IC’ aided self{-halp housing Jervicio, ie 
i & said this project had been well received by the Ticararuans end had doalt the 
“ —@ Nicaragean Coremnists a blow, as they had boen aritating for a socialized housing 
3° project to be carried out by the Goverment, 
33 Firverce' Activities 
$s 
iv 


Arbassedor “eville- acisa **«n turned the conversa‘ion to the activities 
of Pirweres, forror Costa “ican Presidant. -e said that Aipmeres was particle 
patine in a plot to overt’ row tho “omosa’s, “he “encral rowrvred that Meucres ; 
ha?’ lone been interested in overthrevin~ the Sousza's, ‘cvilla-“.casa pointed . 
out that, a3 Pirveres no lonrcr hod official status, he could serticinate nore , 
freely in euch activities. lc said that fresidont “chandi was following through ~ 
with his policy »f Golnr sway with the military, while ‘ipveres with his pere 














gonal resources was purct.asin: arms. Ue added that ‘chan‘i vas concerned over 7 
Tigveres' activitics, and that, vheroas Firecres ‘ad tho to purehase arma- » 
ments, the Covermeent of fosta “ics was low on fun’s. «Fr. Nubottom then mone 
_ thoned tho Pirvcres-Castro rift arising from the rocent speech “igmcres gave in 
Cuba. _— 
\ YY, 7 sae ote rio ” e T¢ ved yer. — 
from the careput oN rOorY permissi | — ; 
? r tee ' ' mes 
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any mexber of his fa ily succeeding to the Presidency would be passed through 











the Conepress a second tine and then become lew, ie s2id that he had no idea who 


the next President would be, tut thought he would coor from the Liberal Party. 


he based this on tho observation that the mafority .f .icara;ims were tradition- 


ally Liberals ani for this reason he doubted if the “onservatives would poll 
enough votes to win the election, He stressed that the 1963 elections would be 
absolutely free. ie said there should be a new name in the Presidency, vhich . 
would give the people @ chance to compare his effectiveness with that of the 
Somzas. fe said that, speaking as e politician, this would be a sacrifice, bu 
as a student of civics in the. 3., ho felt a chanre would be in the best ine 
* terest of the country. 


Interest In ‘nzinecring Batalibn: 








The “oneral then axrresued interost in the possilility of setting up, under 


MAP, an enrincerinr battalion similar to that in Honduras, ir. Rubottom said 


that we have sot up only two such battalions on «a tricl basis, an‘ that we would 
look into the ratter, The General said an encincerinz battalion would be help- 


ful in the construction of roads and would provide o rortunities for some of 
tho unemployed, 


” Mr. Subotton tuanked the General for his visit and expressed appreciation 
. foe his frank and interesting remarks. lie asked the Sencral to give -’rosident 
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Memorandum of ( ae e sssistant Secretar’ otate 


orandum of Cenveration,by the /ssistant Secretar f State 
for Inter-/merican «ffairs (Rubottom) 
Confidential Vashineton, pril 4, 1959, 









qua mer. NICARAGUA: Visit of General Somoza 
PARTICIPANTS: ARA-Mr. Rubottom a | 


General Anastasio Somoza - Director Of the Nicarnguen National Guard 
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"In addition > the points mage in emo yu talc or ation of 
Merch 30,~in my discussions with General ‘Sumoen I aiso talked to 210ng 
following liner in 9 private conversstion following the luncheon at t « Nicera- ~ 
guan Eubasey: 








a: ~ 
ale 
l. The United States felt that Nicaragua simpi; hid to keep itself abco- emma ‘ 
lutely clean in its detlings with its neighbors in < ntral Awerica e143 else- et 






where or it can encounter serious complications in the OAS ani in public opi- 4. 
nion throughout the Americas. ong 


2. It would be desireble for Nicurague to desi: in its «fforts *o purchsse 2 
arms in the United Stetes, since we did not want tw call undue attentia to this ~ 
subject at this particular time. 
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3. It is unfortunate that the thing of which thc fomoz» brothers sre the 


most proud, their name, is « seriour political Livwility; they should recognize 

that public opinion throughout the Americns simply i* unsble to accept the fact . 
that Nicaragua 4s being governed with a moierate hv. end thet the people have i 
civil liberties. ? 


The Genervy] seemed to accept 2ll this in a friendly wey nd he even 
neknowledged the veracity of the points mode. 
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Editorial Note J21/ 








On May 31 and June 1, 2 proup of approxintely fifty 


~ 


Nicaracuan exiles from Coste fica launched an invasion in the hill 


- 


country of central Vicaragua, At xlex the request of the Nicaraguan 


Ambasgedor, Sevilla-Sacasa, the Organization of /merican tates met 


On Tune 4, ~He CAS approved Acadin 
in Washington on K June al ne eR fact - 


finding mission to report on the situation, Neither the Nicaraguan 
imbassador nor President Somoza formally charged the Costa Rican 
AN 
Covernment with complicity £ in the invadion, but instead lefvelled 
v. 4 


Cheras : “_- . . 
—— against the Covernrent of Cuba, By June 12, after several 
either Svrmded 
engapements with the Nicaraguan National Cuard, the invadersawere 


, 


isolated and driven into the junple, (Document at fon on the invasion 


attempt is in <vemeparinent cf sys Seems File 117,00f//he tex 
printed as. 

? . 4 [- ’ ¢ ~“~ar. cr 

icrague is,i nepart ent of 


J 
ution on 
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state Bulletin, Juis 7 1959, pp. 30-32. f 
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333. 

FOR AMBASSADOR anus 
lacking 

Your consistent viewpoint that popular support/for attempt o 

present government borne out by failure revolutionary group rally 

Zcause. However, it is DEPT's considered opinion that dedicated opposit 

will not cease attempting overthrow regime or assassinate PRES Somoza as 









as they receive friendly support, moral or otherwise, from U.S. and Latin 
American liberals , extremists in Cuba, as well as communists everywhere, latter 
whom anxious only create chaos in Nicaragua. 

So-called anti-dictator forces in hemisphere appear to be girding for 
down with Trujillo and because of long dictatorial record of Luis Somoza's 

















| father are prone associate present Nicaraguan regime with that of GDR, DET 
‘A believes Luis Somoza has brought Nicaragua long way to 
deserves more favorable consideration. 








democracy and he 


between PRES Somo 
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Your valued assessment of present c 
f and the responsible opposition (DETR 371) Gs hereby requested. If AMB 
has any free time in Managua he will undoubtedly wish te discuss tim matter with [ - 
you. He has participated in numerous ARA examinations Nicaraguan situation and « 







has good idea DEPT views, 
Judging from inquiries made of DEPT, next move of PRES Somoza, leading as 
were from strength, being watched most closely everywhere. ee -— 
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SEPARTIGHT PASS DA FOR ACSI;, 


efeeot Darel 01” taniaeaa Sock takes SMe eaTecae 
subsequent EMBTEL 402 at cmuozas c comsittee. 


OAS indisposed provide effective assistance to prevent attacks 
on Nicaragua. 











| 





In view foregoing premise. and faced with the massive threats 
from both north and south which GON is convinced are INTL 
in character, and furthermore believing that US Government will 
do nothing to displease Nicaragua's enemies, General seriously 
considered (1) air attacks of his own against hostile forces 
based in Costa Rica; (2) possibility bombing Havana and (3) 
arming Honduran revolutionary expedition led by Velasquez to 
( strike at Honduras in order to remove threat of invasion from 
,. that country. 


Philosophy behind General's planning revclves around thought 
that Nicaragua would be unable resist undisturbed concerted 
onslaught assisted or engineered by enemy governments and that 
and his brother in that event might as well at least go down 
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and MA both report cverhearing General's portion of tele 
sation with President from which it appeared latter does 
t subscribe to General's views. It was also observed that 
rently President's counsel still prevails. 


sy bclteves President's moderation «ill continue over rule 
al's impulsiveness as long as President feels there is 
hope US Government and OAS are not determined becasse of 
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supposed unpopularity his regime to disregard availability 
evidences of foreign plotting and actions against GON. Shoul 
his remaining doubts be dispe’led that OAS and USA intend to 
give him no assistance it is very likely that President may 
authorize General to take some form of retaliatory action 


calculated to give GON at least temporary advantage of fighting 
outside Nicaragua. 






In view Figueres, Marshall, Aguiluz insubordination to GOCR 
directed against GON and reasonable conclusion that Cuban, . 
Honduran and Venezuelan elements closely associated with 
governments those countries are actively assisting and con- 
spiring current anti-GON movements Embassy believes only 
forthright statements by OAS and USA can now avert INTL 
hostilities the result of which would be disastrous regardless \ 
of winning side. In Embassy's view US Government would now. 
be fully justified in urging OAS investigating committee in 
the~interest of area peac® to make speedy declaration that 
the-case of Nicaragua clearly coiwes within the provisions 
of Article 6 of Rio Treaty. Fol.owing c.csely on such a 
declaration US could announce its intention fully to support 
collective assistance to the attacked state in the event 

of an armed attack. | 
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Urgently recommend action along foregoing lines before it 
is too late. 
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Telegram from the Arbessador in Nicaragua (Wheben) to the Department of 


state\/ 
ust 1f, 1959-- Sp.m, 


Secret Priority Limited Distribution Manaeeua, Aupus 
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‘oi! lowing Embassy conclusions reached after Ambassador's 
perscnal attention Department's telegram 36>— = 











l. {fn view current Caribbean unrest, only "responsible" 
opposition in terms of US standards is that which has 
refriined from active steps looking to vioient overthrow 
GON. This particular segment Conservative and Independent 
Libcral opposition believed to be small part total 
opp.aitier. it is only moderately influential political 
in financial and other economic circles but is aspiring cto 
greater if noc predominating influence assuming this position 
‘can be attained as result intransigent Conservative and 
Independert Liberal attitude in face GON's overwhelming 

_ strength. i 













re intel 


a 


wae has valid reason believe only small minority so- 
cAlled responsibie opposition leaders identified this 
ategory would nut at this time vocally object to EXIM loan, 
Rr 11 others this classification would either be highly critical 
ivan or adopt resentful attitude toward US in prorcest over 
Lleaged US cconemic intervention in support Somoza's dynasty 
nd «conomic domination. Most representatives this cat«gory 
ave in pist repeatedly told Embassy their choice between (A) 
naceful cosxtetence with GON assisted by US loans and (8) 
conesle detarioration implicit in other groups active «ffort 
; or «xchange. of government by any means including total 
isolation irum US, would unequivocally be latter. Hardsh 
i o themsalves involved this choice they contend would be 
gamcssuzed as their contribution eventual weifare Nicaragua 


a ee 
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WV/re1. 3t f Juls 3i,)to ‘“enecue,|  —_,dokete inforsved’ the “rlass: that 
“ . | 


ow 
the Export -Import,was considering @ loan to Nicarapua and solicited the 





"“ 
Embassy's evaluation of the “responsible opposition'$ axszixda attitude 


toward the United States if the loan equim were pronted,(°17,10/ 
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_! 7-3159.) 
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Basis past experience Embassy believes however, these same 
patriots if loans were granted would not refuse share 
directly or indirectly in its benefits. 
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2. Brief comment other opposition elements follows: Hard- 
core Conservatives and its offshoot Conservative Youth. Both 
are estimated to be so basically opposed Somoza regime on 
emotional grounds regardless damage to country or odds against — 
them that any consideration to GON however sl will be 
interpreted as direct US opposition their aspirations. Because 
they have shown themselves so resentful of US dealings with 

GON in minor matters, it is inconceivable to Embassy that 

these groups would not as full resent EXIM loan under any 
conditions approximating those now applying to Nicaraguan ' 
situation. On occasion recent contemplated $12 million bond | 


‘ 


Teh 


‘ 


issue to be underwritten by US banks spokesmen this group 
publicly said new government would not honor debt. Such J 
statements would seem good indication irresponsibility. 


3. Independent Liberal Lacayo Farfans violent reaction to 
loan negotiations set forth Department telegram serene NI 
taken as reliable indication dedicated opposition Independent 
Liberal faction. In this connection Embassy reasonably certain 
that lacking issue of loan, Lacayo Farfans' supporters would 
seize upon any pretext attack US if they feel would help their 


cause against Somoza psychologically. Embassy does not 
regard Lacayo Farfans group responsible as presently constituted. 
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4. In Exbassy's opinion balance opposition composed adventurers 
clearly linked with foreign international schemers and Comounists 
and devoid any claim responsibility. Many of this group working 
with classification three above. Their attitudes toward loan 
will of course be completely adverse to US. 
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i Despite general impression of considerable opposition to loan 
created by foregoing evaluation Embassy wishes emphasize its 
conclusion that substantial majority Nicaraguan people who 
have not abandoned task of forming nation through constructive 
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effort would welcome loan as measure greatly needed bolster 
- a 
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in difficult circumstances. It is this majority 
in last analysis will eventually assert itself in 












: oF: 
|. These views offered as careful evaluations based on Embassy's §~ + 
iutimate knowledge opposition motivations rather than as result . 
current inguiries. Embasty convinced that any inquiry to 
groups sbove menticned however discreet in present circum- 
Stances would be taken as opportunity wage anti-loan 








in which US would be prominently featured and as result of 

which country's future economic prospects would be further 

aggrevated. For this reason Embassy earnestly recommends it 

be excused from requirement making inquiries to ascertain 

viewpoints. 

Im conclusion with reference Department's information to effect , 


that opposition Somoza r because of shoot- 4 
ing Leon students; sy po out that example oppos 


statements to contrary there is no evidence to support their 
gen claims. Internally vast majority Nicareguans 
unmoved politically by deplorable Leon occurrence. 
“Student demonstration reactions are natural result of involve- 
ment their own numbers and in view of known Communist agitation 
in university circles it was indicated that disturbances would 
Sooner or later occur with or without shooting incident. 
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In this respect Ambassador Seville- 


Somoca was of the recent visit 
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Overall US objectives Nicaragua in country team's view 
describable following teras: 


(A) Encouraged devel t stable political systems along 
democratic representative ant t without damage 
to all important principle nonintervention. Progress in 

attainment this objective believed indispensable for mainten- 
ance attitudes this country friendly to US and for retention 
Nicaraguan Government's and people's support US world policies. 


(B) Encourage development strong, self-reliant economy based 
free enterprise system in ultimate US interest. 


(C) Complementary to (A) and (B) above and looking to facili- “Sy - 
tation those aims, strengthening of US ties by demonstrating. 


friendly, helpful interest in peoples welfare through advances »?. 
in education, health, sanitation and in field of labor, which ’ 
will result in more efficient use human resources. t-* 


gp Foster US concepts of responsibility for hemispheric 
ense of and internal security. 


(E) Maintain before Nicaraguan people accurate reflection o 
aoe US is and stands for as means explaining our policies a 


paigens pettes understanding their aims. Similarly, diffus 
u al activities intended to gain wider acceptance US 
ideal ls in educational, intellectual and artistic aaepety. “ 


No single program among those now existing or contenpleved 2 “ 
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1961 in Nicaragua is dedicated to achievement overall political 
objective stated in (A) above. Analysis all proposed US pro- 
grams, however, as well as observation past US activities 
reflect important continuing wntributions from all program 
sources without exception toward accomplishment this ain. 

To cite only few examples for purposes illustration this 
conclustion borne out by following factors: 


(1) Administration of assistance as well as counsel and 
training accorded by MAAG and military missions to national 
guard consistently reflect institutional, representative, 
apolitical character of ideal military establishment thus 
contributing to fulfillment of essential role in achievement 
objective (A) in important military segment. This program 
of course primarily seeks objective (D) and modest FY 1961 
plan estimated to provide adequately for fair gains in both 
principal and contributory roles. 





i me 


(2) Capital loans, present and in prospect for FY 1961 are 
deemed essential for accomplishment objectives (B) and (C) 

and important in pursuing objective (A). Export Import Bank 
and IBRD credits for agricultural diversification and hydro- 
electric projects for instance should assist towards both 
political and economic stabilization through development of new 
or improved sources production with consequent appreciation 

of US interests in solution of country's problems. 
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In same connection technical cooperation programs in agriculture, 
transportation, health, education and housing are each in their 
respective fields cooperating toward achievement objective 

(A) (B) (C) and (E) with FY 1961 program seen as no exception. 
UN, UNICEF and MASB programs in équivalent projects are 

viewed as useful in light Nicaragua's needs and as generally 
contributing to fulfillment final US objectives through in- 
provement social standards. 
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(3) Information, cultural and educationiexchange programs 

for FY 1961 regarded as logical continuation present efforts 
achieve objective (E) and greatly contributory to progress 

in attaining all other objectives. This especially exemplified 
by enthusiastic response to teacher and student grants, workshop 
projects and consistently pro-US press. 
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To date there has been no indication of ineffective coor- 


dination among MSP elements or between MSP and other pro- 
grams and FY 1961 programs slow no such conflicts. 
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” SUBJECT: NICARAGTAs Courtesy call 07 Aubassador Seville-Sacasa and Dr, Quintem, . 
| Minister of Covcrment. 





PARTICIPANTS: DF» Guillermo Sevilla~‘acase, Anbessacor of Micararus 

Rx ) iy See So Qtenene Seo Hemegen ntotay <6 Gaps ' 
Teun «| | » . ? Tep 7 a o> . « 
Sa). of CMP Ramey Le Tayler, Officer in Charge, Wicaregun Affairedf 2) 
ny : ‘ ? = . af . ‘ 


a. . 














Ambassador Sevilia-Sacasa s:.d ho had called with the Micararnan Minister 
of “overmecut, or. Julio Quintana, in order that the latter could pay his re- 
specte and personally express his :prreciation for te medical treatment ho hed 
received at Walter Woed Hospital, ir. Suintana then expressed in warm terra his 
thanks for the nedical treatacnt >. received. He said that had it not been for 
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that the Government of Nicarapua vs alluded to as a dicta 
said that be hoped the amplification of the Secretary's remarks made by Link 
White at « press conference on Mash 2 clarified the meanin: of the Secretary's 
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PARTICIPANTS: Dr. Guillermo > 








‘ashinc* 


NICARAGUA: Visit of Anbaseader Sevilla-Gecess to Eiseuse 


Nicaraguan- 
t for Asylum by Pro-Batista Exiles. 


EE 
Ambassador of Nicaragua 


Assistant Secretary 















ARA - Roy R. Rubotton, ‘Jr. 
OAP — Richard A. Godfrey/ Nicaraguan Desk Officer 




















ow # 


oe” 


— at 





- 
Ye Nicaraguan-Honduran Relations 








Ambassador Sevilla-Sacasa stated that he had been instructed by Presid — 
Somoza to acquaint the Department of State with certain views of the President © -"— 
on current Nicaraguan-Honduran relations. The GON continues to view with great 

_. concern the continued presence in Honduras near the Nicaraguan border of revo- 
lutionary groups, which from time to time have made incursions into Nicaragua, 
the last cited example being that of April 27, 1960. ‘The GON expects the GOH 
to take ifediate, effective measures to eliminate these revolutionary groups, 
Should the GOH continue, what the GON considers an evasive attitude on the elimi- 
nation of these revolutionary groups, then the GON proposes, (1) to withdraw from 
the Mixed Military Hission now meeting in Tegucigalpa, and (2) to withdraw its 
Ambassador from Tegucigalpa, since his continued presence there served no use- 
ful e. President Somoza had also expressed the opinion that President 
Villeda was misleading the US Ambassador by stating that the OOH lacked sufficient 
facilities to search out and eliminate these revolutionary groups. President 
Somoza had stated that the location of the groups was well-know to the GOH, and 
that members of these groups had circulated freely in Tegucigalpa and had even 
visited with certain OOH officials, After presenting the above views of Presi- 
cent Somoza, Ambassador Sevilla-Sacasa requested that the US Government use its 
good offices through the US Ambassador in Tegucigalpa to press for prompt and 

decisive action on this matter by the GOH. 


Mr. Rubottom observed that President Somoza OYSE ioe Otree as he 
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America which has experienced during the past few years a series 
ving toward stable, democratic goverments. Mr. Rubotton 
gains by pointing out (1) that Honduras now enjoys a stable 
- anarchy, (2) that Panama has just experienced 
election in its history, (3) that the democratic system in 
to flourish in spite of President Echandi having to face a 
in the Costa Rican Assembly and (i) that Guatemala had rid 

























current relations with Cuba but that we have chosen the path of patience and 
forebearance, rather that a course of direct action, He expressed the hope that 
President Somoza would bear all of these things in mind in his current relations 
with President Villeda and that he would not resort to withdrawal of his Ambassador 
or of the Nicaraguan members of the Mixed Military Commission. In the meantine, 
as we have done in the past, the United States will continue to use its good 
offices in behalf of resolving frictions between Nicaragua and Honduras, 





The Ambassador thanked Mr. Rubottom and promised to inform President Somoza 
of our views, 


2. Request for Asylum by Pro-Batista Exiles 





Ambassador Sevilla-Sacasa said he would also like to mention another matter 
not related to Nicaraguan-Honduran relations but a matter which had been brought 
to the fore by the request for asylum in Wicaragua of a group of pro-Batista 
Cubans now in the Dominican Republic, He stated he had been told by the Dominican 
Ambassador in Washington, Dr. Luis F. Thomen, that as a result of an “understand- 
ing", or "truce", between Trujillo and Fidel Castro, some sixty pro-Batista exiles 
in the Dominican Republic had been given the choice of either leaving the country 
or being placed in prison. A group of twenty or more of the Cubans have requested 
President Somoza to grant them asylum in Nicaragua, which request Somoza is re- 
luctant to grant. 
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Another development of which Ambassador Sevilla-Sacasa was also informed by 
the Dominican Ambassador, is that Aureliano Sanchez Arango, a Cuban exile, former- 
ly pro-Castro but now in Venezuela, is making a visit to the Dominican Republic, 
Ambassador Sevilla-Sacasa stated he was at a loss as to how to interpret such a 
trip by Sanchez Arango, except that President Betancourt is somehow interested in 
the current "understanding" between Trujillo and Castro or might be attempting 


some sort of understanding himself with Trujillo, 
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Mr, Rubottom stated that in his opinion President Somoza should take great 


Scare in the matter of granting asylum to a group of pro-Satista exiles, since 


development would undoubtedly have many repercussions unfavorable to 

He said he wished it to be clearly understood that, whatever should 
mn in Guba, the United States does not want to see another Batista-type ~~" '’ 
4n Cuba, 






ot GON should 
well before taking any action which wuld favor in any manner the pro- 
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- Rebassador Seville-Secasa indicated that a piirary purpose of his t 
was to express ‘ec pleasure anc satisfaction of his ~overnment over the success. 
ul conclusion o* the nerotiations with the If7 «: the [LF of the losns for 
the io Twas hydroelectric project. ‘le stated that Le 
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perat the point 
of exhaustion from lack of sipplics, ‘mtecnador Sevillae casa stated that -hile 
hie roverrment was fairly well eatisfied v.th the recent actions taxen by tho 


Novernaent of Honduras in this mattar, he still believed there should be additional 
forceful and coordinated action by the tw vovrrmmonts to climinate these rebel 
rroupe wich constitute a threat to the food relations of the two soverments, 

Ne etatet that President Villeds was beinr alsled at times in tho matter of wwese 
revel rrovpe by his “Minister of ‘oreipn ‘f’airs, Anctres Alvarado Puerto, whom the 
‘mbassedor claimed had Castro leanings -~ feclings widch he felt Prosident 
Villeda also shared, 

With regard to the charges made by Castro regarding the activities of 
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ment" in New York, had induced bis brother<in-law, sroncisco Cardona of “La 
Trewa* in Yew York, t» have published in his paper certain statements about 
Chester ‘.acayo's contacts with “epsrtmcnt of State of Mcials, ‘ccardin, to tic 
Asbassador, these published statesents by (ardous in "La irensa"® tendo! to suL~ 
stantiate the Castro charge that Lecayo had in fact caintained mich contacts as 


had forced the basis of the charges against the United States ande by Fidel .astro. 


by “eportin: Officers with ri ard to tno last statement above, an 
article signed by Prancisco Cardona was published in «he June LU, 1960 iseue of 
“La Prense® which in summary state! that Chester Lacayo was no *nercenary” in 
the pay of the "5 But that Lecayo '.d addressed two let ars, datad Decenber 15, 
1959 and “pril 70, 1940 respectively to the Secretary of State ortlinine in vec 
marc of t’a Moviaiento ‘'crolucionario Micara o toc purposes and objectives 
of that Micsraguan povdlationay movant 
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wer Piles, Lor f°? D 418, "Sicarapua lsr”™ 
emorandum of Conversation,by the Officer in Charge of Ticer: 


Affairs (NMerndon 


., ’ 7 torr 
Official Use Onl ashington, Uctober , 19 








= aPARTICIPANTS: Brigadier General Anactasio Sorpta {obayle, Director of Jicararcuan 








: Saris —alemel ont Cidef of Mearagean Aip Yeveag: - 
3 - Ambassador iO “owllla-Sacasa, Ambasuador to the .. 
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t< aly ap egy erm mete cong 

Char ne Act | Director, AP 

Fichard Ke iierndos, 0. > fi "Affairs = OAP 









General Somoza cxnressed bc. thanks to , I'arm for US coopera*ion ané 
witerstancing extended to Nicars ia. ith rerard to his curren. vieit at tue 
invitation of the 5‘F, he said oc had found the tour of "''? installations 
valualls in acuainting him with recent techmcal develo;ments, 


In response to Mr. “iann's «, estion rerarding the Giban threat, General 
Somosa said he considered itis serious matter throughout Central ‘merica, 
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In Micararua, he consicers it a’ «1t three times as difficult now to take ef- xed 
fective action arainst vro-Cistro opposition as ir the past. ‘ormerly, pro- =~ 
Castro elements vere found in eh of the opposition parties; now thc” are cS. 
coalescing. -he tactics follow! are the same as those used in Cuba itoelf, 

They seck to provoke incidents : ich will create i..53 repression. ‘ said he i 
found it necessary to explain co .wtantly to the police who is ‘ruly ». spors*ole ye 
for these incidents in order to ‘void taking rirorous action * rainst ‘nose vio on 


are merely being used to perpetr te them. In Cencral Somoza's ovinien Costro 
exercices a ereat influence in ‘ mtral “merica anc he must be stoprcd, ‘The , 





Ceneral realizes that denunciati ns of the Jomozas propour’ed by pro- wtro . 

elerents are in themselves uni ortant and, in fect, are to bo axpected by a Re as 
nerson in political life, ‘e c::.sidars the supplyliuc of fn's to t. ose people Le. 
throurh Quban sources a much mor serious matter and stated tat “who is furnish -" 
ing about £100,000 per month to ro-Castro people tirourlou’ Central sorica, “* 


General “‘omosa states that he pro-Castro opposition has adoptet the flag 
; . - . ea, 
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Editorial “Note 





(Ne, ¥ 


On November 11, a eroungk f Nicaraguan insurrents, esti- 
A 
mated betweem 150 and 300, staged 2 nomber of armed attecks aprainst 


administrative and ational Cuard facilities in the tows of Jinotepe 


and Diriamba, Within the next twenty-four hours, the "iceraruan lational 
pedook 
Cuard nad—seteken the two cities and vere enrared in subduinp the 


insurgents, Ty “ovember 15, about fifty rebels, pursued by the laetionel 


Cuard hed crossed the border into Costa Rica. firs Documentation on the 


7] 
uprising is seeeees i> Sr~estment—ot—seere fi) + TET OOQ 
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Y ii. —— ; 
FE a0 COTTON 2 3 
aFurther regarding DEPTEL 134 and ENb!IEL 153 GON has delivered 


diplomatic note dated 15th substance as cette, * 


1. Preanble refers past invasiors Nicarsguan territory by 
mercenaries supported by Comamist Castro regire in connivance 
some Nicaraguans purpose subvert public order and violents 
overthrow freely elected cemocratic goverment substituting 
by governmeat Communist ideology. 

























2.' Such efforts presently continuing end armed forces con- 


cegtrated Costa Rican territory contirutng receive Cuban-aid. 
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3. oregoing demonstrates existence ir.cinent danger Cuba 

aggression ind intervention Nicaraguan internal affatrs seriously 

_ ltering peace and security American continent. 
- 






- 
o 






; ’ 

L. GON supported by virtually 411 citizens preposes resistance 
e 
ep Above threst but efforts in canger through superior numerical: » 
foxtcs and more abundant and rodern war mitertal. . 











z 5. In circumstances and view obligation preserve country's 


. j ; . 
& i: GON formally requests US Covernm nt patrol borders and > 
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In face widespread public asgunption Castro respcasiMlity or Complicity 
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in revolutionary activities your srea and in eatici pation «arly lavett'zetion 






through CAS Dept urgently needs your current evaluation of eviderce teniing 
show Cuban involvement. Sources of information and basis for S-bassy's 


appraisal will also be useful in consideration here of likely credibility 





A international forus. Request roun‘up ell inforcation this nature coming 


available through November 15 by axih cabie to be received here Novenbder 16! 
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"ditorial Note 








(ae) Heide 


On Noverber 17, Eisenhower's press secretary, Javes C, 
Hagerty, issued the following statement on bhehelf of the lresident: 


ar , 
4 In response to requests of the Governments of Guatemala and Nicaragua, =e 
A and air units of the United States Navy are in a position in which they co a= < 
ee 


= assist these Governsents, should it become necessary, to seek out and prevent ~ 





el 
war 


> intervention on the part of €orzunist-directed elements in the internal aff, 


a of Guatemala and Nicaragua through Bees: — of armed forces or supplies 


y We beyt f t ot probed m te 
QZ froma sbroad.” De partede> oF Sie, len, Yer 12, \9ho, POvE . 





7 , 


In response to cuestions from the press concernine Za 
eal grounds for United States action in the event that it wx 
meri? the reASUTes contemplated in Cc reside: tte 
4 


hite, Department of Sym State press spokesren, 
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issued the following statement on November i 












' MOM kry assistance wiich may be given in conformity with the 





President's announcement will be in reshonse to a request which the respective 





‘by o 


lho the United —— in its sovereign capacity has a right to provide, It / — bt: 


ee Naturally we shall be prepared to provide other governments members of 


ts Dg the Organization of American States with information regarding actions which 
Aza . toveht Wdeten.! The Devart witout Conveyed thea +e of Hu = 
S tabeurent ~ all Lown Arun or icdn posts i" Caicculan Velegeawn 
127 Vovenvto 7} THAR. SEW /\- 1160, 


is a result of “isenhower's directive, 


% 


aircraft carrier Shanpri-va, topether with a number of destroyers 





and naval aircraft positioned themselves off the coast of Cimtemale 

and Nicaragua, On December 7 after the two Covernm@nts involved had 

decided that the emerpenc) had passed, the President ordered the 

withdrawal of the American units, Jee tHe p tess celeate issued by 
> \ew 

fue Umi ke leouce @vV.\ Decewberq gyintts ww rue Devartw wt 

ot Stele Bu\ebu Dec ewuber 26 \WQko - Age, 

Cn ee } " i. 
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On May 2, 1°58, Panamanian students entered the Panama Canal 7one and 


os 


planted Panamanian flags in front of the Administration Building and other 


predetermined public places in Balboa in support of their "eration Sovereignty” 
iarliodte Neaotiatiaut 
and urged Ernesto de la Guardia, Jr., the Prasiient of Panama, tO, nesttaee with 


the "Inited States to¥eecume—¢he-etaké-—=S-—Seneme=teiie the Pa  nananian 


the Canal Zone, President de la Suardia, in an effort to appease student demands, 
Conte és wig 
sought the advice of Panama's Yetional Council of Foreion Relations senuge te 
A 









most convenient apnros:’ +e such negotiations. Representatives of the Republic 
of Panama, however, did not initiate a request to negotiate, Documentation 


cormcernine these events is in Department of State files 719.0 and 911F.73%l. 





j LLP. 7301/0-1750 MA—@MLLllL> 


Telegram fron the Secretary of State to the Embassy in Panama [7 ; 
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189, 
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Cur ae 
/OURLIL 470. Inform GUP President signed appropriations 








bill H. ke. 12540 twentyfifth\which ‘Included bridge item of 





219,250,000. This concludes appropriation entire .~20 uillion 


for construction bridge which is to resuin availeble until 






expended and fulfills United States treaty comwitwent this 


"Fes pectavepartnent r.leasing, appropriate stutewent to presse 
asswve USIS will publicize. 
( Dyucla \ La 
SS -- = — 


WA Drafted by William E, Price of the Office of Middle American Affairs and : 


CaO CT NQIRNS C2 WL ak. 
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initialled by Yerbert 3. Lerrett, Officer in Charge of Central America and Panama 
Affairs, 

\S Not printed; All F, 73 oife- 1158, 

YY Tor the text of the Department of Cormerce and Related Arencies Appropriation 


Pe , * 


Act of 1959 (Public Law 8°41:59), enacted on June 25, 1953, see 72 Stat. 276. 
Yy Under the terms of the Treaty of Mutual "Inderstandine an@ Coperation and 
! 
“emorand:m of Inderstani'nes Reached, which representatives @ip of the '’nited States 
and the Republic of Panama sizned on Jane 25, 1955, the "Inited States arreed to seek 


the levislative authorization and the necessary appropriations for construction of a 


bridge over the Paci™ic end of the Panama Canal at Balboa, Canal Zone, For the text 


of both the Treaty of thitual—inderetendine-end—Cocperetton and the accompanying 
Venoranium e-lnderetandines Reaeked, sce the Lepariuent of SteteRulletin, ‘ 
Sele ly 205s ype jyer nite States Teeaties and Other International 

+ 











4 ws) Way 


Apreenents / UST), Vol. 5 ‘pt. 2), pe 2733. 


quitin 





ew e— - @ 
= = 


ey “or the text of the Department of State presr release amouncing the 
enactment of this legislation, see the Department of State Pulletin, July 1, 195f 
i ~< ~ ‘ ‘ L ‘ , 


| p. 68, — | 
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ARA Special Assistant's Files, Lot 50 D 513, "Zisenhover, “ilton ‘“Hcaragua 1958" 


Memorandum Prepared in the “ureau of Inter-American Affairs A 


Ce ee 


SUMMARY OF DISCUSSIONS II PAMAMA DU<ING Dk, TICTRHO:ER'S VISIT jee 
7 IG" 


July 12-16, 158 





In Panema contacts between Dr. Eisenhower's Mission am. the 
Panamanians were limited to Goverment cfficials and labor unions. 
Principal discussions took place in a meeting with President Guardia, 
nembers of the Cabinet ad Ambassador Arias in the Presiasntial 
Suite at the El Panama Hotel. The Panamanians rade a series of 
requests for financial assistance and appeared to be just a little 
confused as to which credit agency they should apply to for the 
various loans they were hoping to obtain. President Guardia and 
som of the other ministars who spoke apparently te secure 
a special position for Panama, saying that the other Latin American 
countries realised that a special relationship existed and that 
anything done for Panama would have favorable rejercussions through- 
out the Continent. 











Reference was made to the fact that in Paiusa the rate of pop- 
ulation growth was higher than the growth of national income, thus 
a climbing index of productivity was coupled with a drop in real 
per capita income and this was resulting in « deterioration of the 
standard of living. Similerly, the Panguanians ,ointed up the fact 
that the proxinity of the Canal Zone should be «n additional stirulus 
for the United States to rendar special assisti...e to Panaia. 
President Guardia made passinc refereiuce to tix internal politicel 
situation by saying that 60% of the population «re under 25 years 
of age and with the impatience of youth coupled with the drop in 
per capital income to which he had previously referred, this crea.ed 
an ateosphere propitious to fanning mti-U.S. sentiments. 


The Penwmanians broadly indicated there wre two clasves of 
things the U.S. should do, some in the politica: field an! sone L. 
the economic field. In the political field were some matters which 
really belonged in the econanic field. Among these were the matiers 
relating to making the Canal Zone market avsilatie exclusively to 
Panama end the United States. ‘hey mentioned the discontent created 
in Panama ty the purchase of Australian and lim ‘ealand »eat and 
felt that the wording of the 1955 sgreenent should limit the Canal 
Zone market to the United States and Panme,. +/3n it was pointed 
out that the ancanpy of meat purchased from abroad was extremly small, 
the Penamanians indicated that it was not the «uantity but the fect 
of purchase from abroad that aroused resentment. 


In the political field, the Presiuent meniioned two further items 
which he brought up with some embarrasment. They related to the 
of the Panmanian flag in the Canal Zons aid the use of Spanish 
as @ official language in the Cmal Zone, The President emphasised 








V/ Neither the @m drafter nor the date is indicated on the source text, which 


{gs a carbon copy. 
YW Additional docunentation concerning Dr, Milton Eisenhower's trip to Central 
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America, July 12-Aug. 1, 195%, is printed ante, ppe 











. > BEO! UUPT ASAILADOe 
3 
é . ’ 


TION IN 
NS OF THE UNITED STATES" 


“DECLASSIFIED FOR PUBLICA 


FOREIGN RELATIO 


ind 


- Of the national population, particularly the University youth were 
_dapationt for speedy solutions, : F : ca, 


—_ 


that if the U.S. would offer to do this spontancously, the overall 
effect would be far more beneficial than if it were deme grudgingly 
at a later date. The President then made a statesent that if the 


~ U8. might have to do more than Panama, Panmanians would neverthe- 


less try to reciprocate as they felt a moral obligation on their 
part, to assist in preserving the free way of life. 


Passing to the economic area, the President said that he felt 
there were noreal problems in the economic field if time were not 
& factor. Bowever, the young people who make up such a large part 


Education - In the field of education, which was an extremely 
important area in Panana, they would like to secure a loan for $12 
million to push through a school development progran. The rent 
now being paid-on leased schools could service the ancrtisation of 
such a loan. Such a gesture on the part of the United States would 


- have great psychological impact throughout the area, 


Agriculture - The Penananims expressed a cesire for a $7 nillion 
loan te make available additional loan capital to the Institute for 
Agricultural Development, Because of the shortage of such capital, 
the Institute had had to curtail its credit, 


and Water - Panauenians expressed a hope that a loan 
could be obtained to improve the water systen ani extend sewage 
construction. The Smathers helpful and they would 
likes to handle this on the sane ° 


Electris Power - In this field, it was stated that Pangza wes 
stagnating. Power available was greatly below that required. A 
hydroelectric project to supply Pmama and Colon was badly needed, 
The Panmenians made it quite plain they would be perfectly happy 
either to do this themselves or to have American and Foreign Power 
do it, or a combination of both. This willingness was cited by the 
President as an indication that the Panamanians were receptive to 


private enterprise and capital investaet, 


Roads - Panama was expending a great deal of money to conplete 
the Inter-American highway but a great mmy feeder roads were necessary 
and further credit facilities would be requirei. In the meantine, . _. 


_ matter could be expedited. 























\3f te amendment to the “Mutual Security Act of 1°56, which was naned after its ( 


sponsor, Sen. Seorge A. Smathers [D-Fla.), provided for ‘he use of a portion of the 


defense support funds authorized in the Act for health, education, and sanitation 


projects, and for land resettlement programs in Latin Amertca, Yor the text of the 


“utual Security Act of 1956 (Public Taw She726), enacted on July 1%, 1956, see 


70 Stat . OSS. 
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a desire for a broadening and 
The Panamaians recognized that 
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capable both of assuming risks and making grants, 


Telecommnications - It was indicated that as a result of a stay 17 Ret 


lecaommunications net- 





\Wf rot found in Department of State files. 














\A. For documentation on ".S. policy vith respect to the crises in Lebanon 


iid 


and Traq, tncludine the rebellion in Lebanon in “May, @@ii the revolution in 


Ireq in July, the dispatch of American troops to Lebanon, and the role of the 


‘mited Nations, see vol. Ke 


PY-186F, 
| 304 





CONCLUSIONS: In Panama broad requests were mace for further finmcilal 
assistance from the United States. Willinguess was expressed to seek 
.< euch assistance not enly from Goverment credit orge isations but elro et 
~~ «6 fvem private investors. Sct only was no hostility expressed towards .«..-_ i 
Ei ' private foreign investment, but it was stated that this would bs. 3 











1. nm inventor of the nation's assets, both luman and 
natural. 
2. A study to determines the viability of new industrial 
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goverment services in developing, supporting, md 
regulating private activities. 

S. Formulating the necessary finmoes, tax, and trade policies 
to serve the em@nomic development programs and a study of 
the organisation and functions of Government ageicies 
working in this field. 


é 
q 
: 
: 
E 
’ 
2 
E 
! 





. 
al 
- 


> = o>+-p 13 Ss 
“ > nt Cah A » - - - a” ‘ - 
— Sn es Le tek en ae rx 


——— 








Seas Ee Re NSPE’. 
ee ne 


. r 


a 











“DECLASSIFIED FOR PUBLICATION IN 
FOREIGN RELATIONS OF THE UNITED STATES" 


Cit Se | 


Telegram from the Secretary of State to the Subassy in Panama 


RLIF.061/7-2558 





Niact Yashington, July 25, 1955--6:13 pen. 









ee 


Deliver soonest following message to President de la Guardia, 


¥ 
@aue The White House, Washington, July 25, 1958, His Excellency 
Ernesto de la Guardia, Jr., President of the Republic of Panama, Preside tial 





Palace, Panama, Republic of Panama, I am pleased to inform Your Excellency 
that I have today affixed my signaturs to an Act which authorizes end direc 
United States Government agencies in the Canal zone to conform their emp 
ment. and wage practices to the principles agreed upon and set forth in Item 


ome of the Memorandur of \inderstendings Reached, attached to the Treaty of 








4 : . . 
‘ * ‘ . 
™ , . = . . ’ : * -~e 4 


Yutual Understanding and Cooperation of 1955, t-tween the United States and = 

Panama, By this Act the United States completes the fulfillment of its com a. 
/ mitments to Panama under the Treaty of 1955, so far as specific le,islation a 
| may be required, 
TSOt*é<“«~i*«C wd ssue an Sxcutive Order\shortly which will establish the admin- 
| istrative criteria by which operation of the provisions of the Act will be 

facilitated. 

I sincerely hope that enactment of this legislation forees one more i 





Y Tor the text of the "nited Stotes-Panama ee eed 
’ 


" * reo 
Yare and Umploynent Practices Act (Public “aw 96.559), enacted on July 75, 1°58, see 


72 State LS 6 
\Y Presi jeont Eisenhower signed Executive Order 19979: on Dec, 10,1958, 


yor the ent, om ag Gadenel Reaietts 03 eee 








- o ’ 
> 
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,, 
link in the long chain of friendship, cooperation and mutual respect that has aod 
treditionally bound our Governments and citizens together, a 


rr | 


eae -_ 


Y= tel. 11° from Panama City, July 25, 


j of State that Panamanian Foreign ‘linister 'figuel Moreno approved the sirnil taneous 
jE the tert sf the Pretidents message 
STHERRY on July 26 at 19:30 acn., I te ee ee eee f 








4 
Dwight D. Eisenhower S===NEEe 
Upon delivery above mssage obtain GO? concurrence simultaneous ,elease text 


Washing-on and Panama, 





Washington oréfers release 10:30 a.m, iiT July be K 


‘= 


> 
\7/ Qn Anze 13, 195%, “Asher “owe, the Director o° 











. - « t-— tage - . f : 7 Y an } os in 
ent a menoran‘um to "ri; en, indrew J. Toodpaster, the President's Staff 


= \¥y 





7 
= 
—_ _ = : 





the <xecutive Secretarict, 


_sacretary, in°orm ‘nz hin that Panamanian Ambassador Arias on Au7. © had hamded | 


Weeretery of State Chrictian A, “lerter a teleersnhic n 


ssarce from President de la 


or President Sisenhorcr that was in response to the President's teleor-vhie 


. . . = 


+od that he was transmittine the ori inal o ‘ 














’ 
the messare o* receive 
enciocures to his menorsndu, 


Stote Nernart ry ntte reecrs copy a? Ugrets renora” nM, 


4 “ear +hat +hea ae | ted C++ 


act, ‘iscrin‘nate against 


eopormtunities for Panamanian citizens. 


(PUP 1 I7a9SEN ) 


of July 75. 4Yowe also indica 
Ambaccador Arias and an o*fic‘al) 


(117.%1/°%-13"") Neither enclosure is attac! 


mit hoth are attached to the 





tranclation as ‘ 


ved to the @ 
f 


‘snananian workers and would also pursue 


lucing enployment 
brary, Nerter Papers) 


informed the Departmbnt 
f 
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PM-5 mtu 


Editorial ‘Icte 
e Aveo oats 
In an gxchangee of notes between,Julian *, Harrington / ¢he~teerican- 


reregn Miin.sie 


eee Oey 6nd here, MOrendy ; : tits f 


Sevcian-hetebionsy on August 7 1SSS, and aweust 15, 195°, respectively, the 


‘mited States Government and the Republic of Panama concluded an agreement 
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4 


that entered into force on August 145, 1°55, to cxtend the acreament of 


August 5, 1957, authorizing the inspection by Panamanian nautical inspectors 


Co 

of vessels of Panamanian registry in the Canal Zone 43246-Her-9*63)-peiated A. 
- 

: . . 

ze (. UST 1:13). For the texts of the notes exchanzed, see 72a6 as Z 


4a 9 TST 114. Documentation concerninz the negotiation of this agreement is in 


Department of State file 411,1°. 



















| Pye prot 
PM-t 1308 
TllLell<ZI/8-1958 


Telecran fron the Actince Secre‘ary of Stete to the Sbassy in Panama 
Official ‘se °nly Priority Washinzton, Aumst 19, 1%8-——f:U: pen. 


R7. Verbatin Text. 














President to President de la Guaraia. 

@uewerdugust 19, 1958. I thank your Excellency for the kind 

message forwarded to me by the Department of State after its . 

) delivery to Governor Herter by Ambassadcr Arias on August 5, sel 
I assure you that my Government appreciates your comménts onfy 





he implementation of the recently signed Act concerning employmertt 





wage practices in the Canal Zone, and they will be kept in mid 
while preparing the reguigtions under which the Act will operate 
It is the intention of my Government that the interpretation and 





application of the Act will be one more wiep by which we otwenen 


“DECLASSIFIED FOR PUBLICATION IN 
FOREIGN RELATIONS OF THE UNITED STATES" | 


' the ties of friendship which already unite our countries. Dwight 
-% 


4 D. Eisenhower ' aiguameme 
’ No public release this message planicd here, In view De 









=2 


¢ \, | ment's decision not to release text de le Guardia messape del 


j Department August 5 believe decision sh... .id be left to GUP wh 





release this message. if GOP decides release, please advise 


———— _— ’ 
oa = acranse release time. Qe 1Z4 | 








RT ? 


Ym tel. Ui “rom Panama City, Aur. 71, Amb, Marrinct «on ‘nformed the 





Department of State that President de la “uariia was pleased to receive President 
Eieenhower's moscace and planned to releare all but the “irst gmemmep paragraph of 


it to the press on Aug. 22. (711.11-2I/%-715%) 
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? . * * 
letter fron the Deputy Assistant Secretary of DeZens- 


—_ 


in) to the Assictant Secretary 
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| ’ " Tare oy ‘al -” a 
VY Printed in Foreign Relations, 1°S%-19°7, wol, TIT, pe 


~Compy—en-banang.- 


\F The folloving handwritten notation appears at the botton of the source text: 





"Note: Thic is an example of what happens to many an ieeue wo take up with « foret on 


voverment on ‘ehalf of the Defense establishment, Yfillian). P?. Snow 10/7/68" 








dei COP) AVAILABLE ~ 9Y- 3 
611,1913/19-958 131d 


eT : 
SUBJECT: US-Panamnian Relations emi the Canal Zone we” ——. 


Soe eS Cree aati 


PARTICIPANTS: The Secretary 
His ixcellency Sefior Lic. Mirpuel J. ‘oreno, Minister of Foreign 
. Relationrs of Panana 
Mis xcellency Sefior Don Ricardo MK. Arias E., Ambassador of Pananza 
\RA - Mr. Rubottos 
OAP - Nr. Lerrett 














CES Ter , 

a “St Qe" £- /¢- 
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~ ; | on 
zw 
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~ 
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3° 
Se Calling at his ow request, Foreign Minister “oreno beran by ex- 
E mressing his adniration for the skill and firmness displayed by the { 
a Secretary in desline with the current crisis in the Par East{and stated ~ V4 
ve z that his Covernment fully entoreei the position adopted by the United , 
=< 
Fo He then turne’ to certain aspects of I'.5S.-Panenanian relations con- 
Be cerning the Cenal Zone, and expressed his snpreciation et having received 
mt: | the orportunity to bring this matter to the Secretary's personal attention. 
rae He said that his Government was unler severe pressure fron student groups 
: s ari other elenents ani that these pressures, althouch political in ex- 


pression, were besically economic in oririn. They represented, the Foreign 
Minister went on to say, a desire for better education, imrroved living 
conditions, ani a higher standard of living. To meet these denants, the 
Panananian Goverment found it essential, he said, to achieve a more 
favorable economic relationship with the Canal Zone, 


The basic difficulty lay in the differing interpretation placed by 
United States Governnent agencies and the Governnent of Panama on the 
Treaty of 1955 between the two fovernnents and the related Memorandun of 
Umierstentines neached. Of orimary importance to Panama, he went on to 
say, vere the ovestions of imrortation of merchandise for resale in the 
Zone, manufacturing ani processing activities in the Zone, application of 
the sinrle ware scale to all Zone euployees, renission to the Governnent 
of Panena of duties collected on liouor sold in the Zone, ani the question 
of the location of the proposed now sessenrer terninel by the l'anana Rail- 


road Cranany. £ 
. a o 
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pxTS J } y ved 4 f vii fron third 

¢ ; oC ] if » & reer ty “yanr that 

: . +. « 4 4 Ll lt ewde tem relation of the 1455 

3 : - 3. . ae Cogs z% Tihs ro af 03 of view. 
cwover, Sui, - a2 reraritel ¢ pticr free a ciffes at enrle. 

‘ acal? ' wily e 4 ‘vat . fitel "reatiy fro 
the Conal, Til-less folt itself entitled to, end of necessity ws 
oblired to obtain, even “reat beoeTits. it? sinerals or other 
astural rescprees arr’. fr te oc rhic position, Pacwse was oblired 
te rel ver vi’ s revermes derived direct) oi inlirect)y from the 
oncreiion 9f the Canal. e state! that he was absolutely conmvincei of 
tne correctncss of tis ey, “desrite t Lneor. atvocate? by some 
Trocinert Panmrmwanians that the country should errieavor to develop other 
sources of ive in order tc Lessen its doneryvtence upon the Cenmal. He 
: mt) roin. ow. teat the Caral be! been constrvcted vith United 
-tates resources, in lanesanian lerritory, aw! was, in his view therefcre, 
er. entity which was effectively Ube concern of our two nations alone. 

“or this reaera, s+il, > vazal ions sarket should be reservei for 
 @nenanian and U.5. sum-liers, an” the i-*troduction of sustralien beef 
an? “evadoran rice, “or exarle, encroached on Tanasa's rirht to sunply 
this natural carket. Fancnma’s s a dollsr econoagy, he edded, ani csuld 
o hore to *chieve the iowerroiuction cosis of such cowtries as Eeusdor. 

an short, the avhe-s - said Unset frankiy what ianesa considered iteclf 
entitied to was a “cartive narket”. 

she secretary chserved t’ e dil not subscribe to this theory with 
resrect to our ovn domestic rarret a “tioned the “eciprocal Trade 
PPrrTrers Sslicwmas evidese fr our «titude. the Foreign inister 
revlied that nevertheless ' nited otetes founl it necessary on occasion 
to teke srotectiouist sen*inent inte, stcount, sitin, the recert jJarositicon 
of cuctas on leal esd cine iacorte as «1 exaccle.j In a brief dircression, 
the Toreisn ‘inister an! the cabassedor both counlisented the Secretary on 
DAS Gecition to @ ce the Jeadezine quotas before the recent “ashincton 
seetine of “oreicn inisters convened, an! the foreinn “inister convented 
unon the satisfaction exuresse] by his colleaques ¢curine the opening 
sessions of UlGa in -ew ‘ork over the secretary's renarks in weshin«ton to 
the -oreien inisters, 

The (\«baseador then revert to the croblea of the Cenel Zone and 


Pai | the aveetion o° the were rote raid Panawsanian emmlorees of the Zone. 
this wetter had been settled by 


™ 
« “ . ty > } »* 
~~ ey : ‘ > he Agia.’ | nt tha 
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» pocest JeoLeletion exacted by the United Stetes 
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Coneress Lmnlenenting 
wbassutor replied 


j ettoblished a riven 


»> was Clliel by a 
he “vyoeutive Order 
broader cmestion 


* lin 


\ ~" he oe nav hy & the 
s ont lesa sanians 
14 wot see how 


i) ae a. 2 | wk 23 Oa 





empovered the President to lover unilaterally existing tari*f schedules by as much 


as 59 per cent for those nations willinz to make reciprocal trade concessions, 


In the Trade Ac eements Extension Act of 195° (Public “aw 95-696), enacted on 





"yy nth 


Auge 20, 1958, Congress sranted the President ancther extension of the Reciprocal 





Trade Acrecments Act of 193), Tor the text o° the Trade Arreements Extension Act of @® 


1°58, see 7? Stat. 673. 


~ Sal . ar ae aoe - . a ——— _ —_— . . 
) \y n Sept. 2°, 1°5", President Zisenhover anno:nced the imposition of ’ 
J quotas on lead and zine imports into the nite i St-tes, effective on “ct, 1, 
. 
For the text o* t hit wis ‘ess release comtaininc the President's f 
arn "Trea =. + - +*. 5 owt eo et ~? - 7 4 arn r 
SAMNNINCEMEML, See US yepert tent tate iletin ctober 13, 1 9 De 79.6 
. 


TY The Satin ‘merican Toreign “inisters met informa’ly in ‘’ashinvton on 


CATION IN 


Sept. 73-7!,, 1°5*, and approved measures te promote inter-American economic 
cooperation, including the establishment of an intereAmerican econonic development 
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tee Unitod Ste<tes cac]i indefinitely’ wejulsin vac r<zj «<a-¢ scale for its 
~eonle in one wort of tie work! eisl ancther scale ¢ls«wvhere. 


Yr. iubottoa roisted ovt that, in orJer to recruit emloyces for work 
in the Zona, it was necessary to offer ther certain [nurcia)] incentives 
‘le also reinted out that were we to raise bese vores in tne Canal Zone to 
'.S. levels for all ewloye s, re-ardless 9* citizensliip, te resulting = 
e-ntrest ~ith the relatively low wa-e-scele level in the wermblic would oe? 
trins troenendous pressure on the Governtent of Fanaaa for were increases ' 
which it could not ~ossibly <crant. Tr. kubottoa renindei the Foreign 
“inister that we ha’, at. the Fenananian Government's reonest, withiraewn 
coaissary vrivileres frou :anaznanian ewloyees of the Zone. hile that 
action hai-benefitei Panananian inlustry anil comnerce, it had also the effect 
of reducinz the purchasin” rower cf the tanenanians workinz in the Zone. 1 3y 


we were very conscious of Yawna's financial en? econonic vrobleas, 
- “yr. Rubotton continued, ani were civing ccreful and seriors consideration 

to the development vrojects outlired in the “lemorandun »resented to Dr, S, 
‘dlten “Asenhower, ; S Yaneia. fF. subotton also mentioned tence 
a recent conTereace in which he, assistant Secretary of /rny George H. 
Roderick, Governor Sotter, and «sbassador Herrin ton had discussed Panama's 
problens. finally, he stated that “<r. Nobert Purrouchs and “r. Ralph Cake, 4 
menvers of the Soard of Directors of the Panama Canal Company, together ~~~": 
with Governor Potter, hai called on the Unier Secretary last week to present 
their views on Panana's necd for econonic ani social bettersent. It was 
evident, he added, that the various United otates Government egencies con- 
cernei were zivinr the most serious consiieration to the ratter. 








The Foreirr ‘“inister spoke evain briefly, maxing particular mention 
of imports of such lwary itens as dieanonis, French verfunes, and Persian 
rugs for resale in the Zone, from which Fanana derived no financial 
adivantere. The «nbassaior con-ented on the vast contrast in the standard 
of livine in the Zone ari that in the YVepublic an’ the impression this 
contrast made on the neonJe of Fanane. The preferred position in supplying 
the Canal Zone narket, torether with other benefits being sought, should 
be financed, in the imbassador's opinion, frou tne revenue derived froa 
the operation of the Canal. He pointed out that Canal tolls hai not been ‘lay 
raised since 1914, despite increas7s in freight rates, wages, ani so forth 
in the interin, althourh he ainitted that any increase in the tolls which 
we »icht decide to make wou)d becove a major international probles, 
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The Secretary concluded the diseyssion by pointire out that the 
Denartront end the “hite Mouse hed beer «auch concernel over the delay in 
the nassage of lecislotion innlementing the 1955 Treaty. ow, he said, | 
t arn~earod that the problens nosed by the foreien ‘.inister concerning A at 
internretation of the rrovisions of that ‘Treaty were not of a legal 
character, put dealt Tether with the manner in which the Treaty vrrovisions 


were ameliold ia detail, ‘o imsedjate reply cul be ziven, he added, but he — 
said thet he en? “ry, onaottom would uniertake 9 sericus stuly of the points 5 ae 
the Toreiza “nist r had raise? ant would osecrtein if sorethine could not be donc, P 


tn nic deeatere, “le Coreign iaister hanltel the Seeretury an envelope 


witch, te shatiet, conlein ou Aide “le whi , to Lar cer ai: Tscaitets ———— yy: ° 





———©«:, 





oA 
| FS vot orinteds 611.1913/19295 00 


eee 
\of rot orinteds 611.1013/19"5%. 
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Editorial Note 





On December 18, 1958, the National Assembly of Panama enacted law “lo. 58 
which extended to twelve miles the breadth of the territorial waters of the Republic 
of Panama. Responding on January °, 1959, the Department of State, through the 
Embassy at Panama City, protested this action and informed the Ministry of Foreign 
Relations that the United States Sovernment was under no obligation to recognize 


a territorial sea limit of more than three m‘les and hoped that the Republic of 






Panama would reconsider its action, In it 9? January 71, 195°, the Ministry 
oO 
’ of Toreign Relations rejected the arcure in its note of January 9, he, 


Documentation on this subject is in decimal file 719,92. 
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Editorial ‘ote 








J 
ly wm Saar 
In a series of notes from Julian F, Harrinzton, the American imbassador 
fortGi? AAmeter 

in Panama, to “i fael J, Moreno, the Panamanian “Minister of Foreign Relations; on 
February 17, March 23, and September 22, 1959, the ''nited States Govermment informed 
the Republic of Panama of its desire to am’nd the 'nited States Army Mission arreement 
of July 7, 19,2, as extended, In his reply of November 6, 1959, Moreno accepted the 


American proposals, and the agreement entered into force on November 6, 1959, 


~ 
For the texts of the notes exchanged, see 7i#S-Nes-773,-printedinl? vst 78. “~ 


Documentation concerning the nezotiation of this agreement is in Department of 


tle 
St ate 7190586 
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ARA/OAP Files, Lot 6 D 67, "Panama Relations March-May 1959" 


13/b 
Assistant 
Memorandum from the @umidmmmlp Secretary of State for Inter-Amer'can Affairs 


Vv 





(Rubottom) to the Acting Secretary of State [ 


Official Tse Only Washington, April 1, 1959. 





nt Eisenhower Received from 
Panama 


SUBJECT: Suggested Reply to ‘Letter 
President de la Guardia 


Discussion 





The President of Panama, Ernesto de la Guardia, Jr., addressed a 
letter dated March 7, 1959 to President Eisenhower which was personally 
delivered by Ambassador Ricardo Arias of Panama on March 19, 1959 v 
together with an attached memorandum, (Translations at Tab B){ in his \/ 
letter President de la Guardia refers to Item 1 of the Memorandum of 
Understandings Reached attached to tne Treaty of Mutual Unders 2 
and Cooperation of 1955, between the United States and Panama (Tab C 
and expresses his concern and apprehension as to the manner in mich 
United States is implementing its provisions, President de la Guardia 
claims the administrative Regulations do not properly implement the po- 
visions of Item 1 of the Memorandum and he specifically cites several 
points which he considers to be at variance with, and some even in 
violation of, the provisions of Item 1 of the Memorandum, In summary 
these ares 1) a dual wage scale system still prevails for Panamanian 
employees in certain categories and is discriminatory; 2) the merit 
system is incorrectly administered; 3) the unlimited use of the 
"security" concept unduly excludes Panamanian employees from positions 
classified as security positions, and ) the establishment of other 
unauthor’ zed exceptions violates the principles of equality of compen- 
sation, opportunity and treatment to Panamanian employees, 


The memorandum attached to the presidential letter sets forth in 
some detail additional cases of alleged violations, 


Because the substantive matters raised in the letter and memorandum 
require detailed study, a suggested reply has been prepared for President 
Eisenhower expressing his interest in the matters brought to his ate 
tention and assuring President de la Guardia that a rely will be made 
later through regular diplomatic channels after the pene problems 
have been studied and determinations 





made The : on 
. President's letter of July 25, 1958 (Tab D) & reply of by 
Recommendation August 4, 1958 (Tab E) “attache wy 





Yansmitting for the Presi- WY 
ident de la Guardia's 


That you sign the attached memor 
dent's consideration a suggested reply to 








a 
> 





y ve : ‘ on 
—* S. “+ .: ~ . a 





% 





BEST COPY VARA 7317 





\! Drafted by Price. 42 trasciat ion 
Y Nether The ce print, bat the 


V7 ae abtache? to the source text. 7 haa translation" of President de la Guardia's 
letter is filed in Presidential Correspondence, Lot 4 D 17. No copy of the 
memorandum attached to de 1a Yuardia's letter has been found, 

\yY Not attached to the source text. I+em 1 of the “emorandm of "nderstandings 
Reached outlined the wace practices and procedures the "nited St-tes was willinre to 
implement as part of the sett ement neeotiated in the Treaty of “iutual "nderstandine 


and Cooperation. For the text of Item 1, see the Departnent of State Bulletin, 
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Teleeram fron the Acting Secretary of State to the Embassy in Panama 


Official "se Only Limit Distribution Washington, April 6, 1959-6: pom, 
338. For Ambassador, 


> al Deliver following message to President de la Guardia. 
C 


Inform Department kim date and time of delivery: 
f 


¢ 


I have carefully read your letter and ~°*losed memorandum 








April 6, 1959 








\ pear Mr. President: 


a 
A 4 
“of March seventh,\which were personally di 1'-°: :d to me by His 





4 Excellency Ambassadoz> Ricardo Arias on Marc: nineteenth. 
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i / States is implementing the provisions of Iten of the Memorandum 











In your letter you refer to the manner in wien the United 


/\ of Understandings Reached attached to the Treaty of Mutual Under- 


f standing and Cooperation, entered into by Panama and the United 
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i States in 1955. 


I understand the importance of the matters which you so 
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p frankly and Soptnrigntly present for my attention involving and 
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ae fecting the close and friendly relatiors that exist between 
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our two countries. % 


As I am deeply interested in the status of relations between 








OD 





Panama ‘and the United States and your statements are of such 
import, I have asked the appropriatc agencies within this Government 
to undertake a careful and detailed study of the problems you 
present. Tre determinations made as a result of these studics will 
be made know to you and your Government at an early date. 

I extend my warmest personal regards to you, M’. President, 
and to your Government and the Panamanian people. 

Sincerely, 
Dwight D. Eisenhower” IMAGE 


=x White House does not desire make foregoing public. Notify Departaent 
es much as possibile in advance should de 1a Guardia wish do so. «— =F 
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\Y mn tel. li® fron Panama City, Apr. 13, Ambassador “larrin-ton 4nformed 
the Department of ‘tate that he had presented President “‘senhover's letter to 
President de la ‘:ardia that morning, and that de la ‘nardia did not intend to 


release the text to the press until he had received a further reply fron Ziseuhower, 
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Despatch fro: the Chareé in Panama,to the Department of State 
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Official Use Only Panama City, April 9, 195°. 
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SUBJECT: no y he —4 on Treaty Problems and Other” ~—7 t Issue 
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a Following consultation with the Governor of the Canal Zone and 
the Commander in Chief, Caribbean Command, a note, c of which is 
enclosed, was handed to the Fo Minister by the sador on 
8, 1959. The De observe that at the top of page 2 
the copy an sae Bp gg AF oe wi 
President de la. ~ President Eisenhowerfand that in the first 
sentence in the last paragraph on page 1 the w ing has been modified 
slightly in accordance with a suggestion by the Commander in Chief. 


There is also enclosed a copy of a memorandum from the Ambassador 
al statement made to the Foreign Minister when the 
This statement was in substitution for an 

by the Governor in his 
enclosed, re 


























note was pre 
addition to the n itself which was pro 
letter of April 1, 1959, copy of which is 
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| \y: In agm, A-19, the Departaont of State transmitted a draft dte that 
the Bmbassy at Panama City war to deliver to the Panamanian Ministry of Fore‘ gn 
or 









‘All o1°13; «1, °59) 
ay. a Con Apr. 1) 
epartment of GER the Fmbassy at 


Panama City to del‘ver to the Panamanian Ministry of Foreign Relations the note 








L transmitted in Qa sem, A-1)0.emmdimmutidbe (61141913/3-2559) 
~ 
3 The reference is to President de la Yuardia's letter of ‘ar, 7; aheleboummd 
S25 al aaean Scorers dines otYe9) 
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Note fron the Ambassador in Panams (Harrington) to the Panamarian 4 
: 4 ee ————— Se / 
t Foreign “Minister (Moreno) A 











Official "se Only 


“Oo 2h. 


. ; _ = ’ = 
» I have the er to the Foreign Ministry's note 
\7 Apr “ Your Excellency's Aide 7 
\/ Memoire dated October 8, 19 | 
concerning ta 





of State in Washington, and the Memorandum received in the Depart- 
ment of Stete under cover of a note from the Embassy of Panama in a) 
Washingtor dated November 13, 19 ce implemen tion 7 Y 
and interpretation by the Gove of the United States of 
. certain provisions of the Treaty of 1955 and related Memorandum 
i 





r 


of Understandings Reached, ther with certain other matters 
relating to the Canal Zone. number of the matters mentioned 
in these communications were subjects of discussion by President 
de la Guardia with Dr. Milton Eisenhower during the latter’ 
visit to Panama in July 1958. : 


In kee with the traditionally close ties of cooperation 





and f p which have characterized relations between our 

two countries, my Government has carefully and thetically 
considered the comments and opinions ssed by Your Excellency's 
Government on the issues raised. On of United States . 


Government I am authorized to reply as follows to the points 
raised in the several communications. 


ta of W ation: 
r the provisions morandum of Under- 


t 
a —— for —- grade level and 11 pesveee a uniform retire- 
t system for loyees, a cable alike to citizens 
of the United States and of Panama. Piso, in Item 1 of the 
Memorandum of Understandings Reached, the United States agreed to 
afford equality of opportunity to citizens of Panam for employment 
in the Canal Zone, save for security positions. Further, the 
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tion in any training progress. The rae ya sogislatson was 
passed by ss (Public Law 85-550, 85th Congress) and 
peores on July 25, 1958. In connection with the mentation 
this law two informal meetings have taken place in the Foreign 
Ministry and hel Suggestions were made by the Panamanian 
participants. points raised by the Panamanian participants 
were further discussed in Washington and clarifying information 
. will be made available to the Government of Panama as soon as 
4 Pd 
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° +exre ‘tf @nA unsigned c ePfa: _ —— 
ihe Geowy ot Panana City transmitted the text of the Foreign “tin'stry's 
P note under cover of desp. Sh, Apr. L1, waiehae not printe f{orarer3/.-V58) S \0 
\Y Not printed; 611.1913/19-°5". 
YY v0 printed; 611,1913/11-1355. 
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possible. In this connection, further representations have veer 
made by His Excellency President de la Guardia in a letter 
sent directly to President Eisenhower, under date of March 7, 
1959, to which a direct reply will be forthcoming shortly. 











emneeenss 0 > 000 whee yy ny Se 
ted $750,000 to defray the costs o € t eng r= 
ing studies and testings, drafting of and other prel 
work related to the contemplated construction of a high-level 
bridge over the Panama Canal at Balboa, legislation which the 
United States had undertaken to seek under Item 5 of the Memoran- 
dum of Understandings Reached. Legislative action on a bill ‘ 
requesting an additional appropriation of $19,250,000 for construce ©” 
tion of the bridge was c ted on June 17 1958; ani the aa 
President approved the bill on June 25, 1958. in comply 
this unde my Government has provided $20,00), 
project which ii make substantialéek immediate and 1 
contributions to the Panamanian economy. 


8 of the Memo tandings 


seunes given r cons 
visions of Item & of the Memoranduz of Unders 
but adheres to the correctness of its interpretation of the 
me and intent of the provisions of Item 8, ineluding the 
definition of the word "feasib which is that in certain 


le® 
s bases in third countries ma be made. teen, © yee 
"In feneral connection with the matter of the importation 
se for resale in the sales stores in the 















dum o 





/of items of mer 


ances, it 
ke oso." (Underscoring ed). Pp sions 
° m 6 «= “in certain instances, it is not feasible to do so" . 
-- is sufficiently broad to permit purchases in third countries, _ 
My Government considers that the provisions of Item 8 in general if 
recognize the preferential position of United States and Pana- . 
manian sources over other sources in the supplying of goods for 
resale in the Canal Zonu. However, that preference, while 
considered to be real and rtant, is not absolute or unlimited, 
Conversely, the provisions of Item 8 are not regarded as preclud- 
ing or bit the acquisition of merchandise from third 
countries "in certain instances" for sale in the Canal Zone 
Your Sxeolteney. 6 overnment of course is aware of the ob 
of the United States Government in this respect as a party 
General Agreement on Tariff and Trade, 


Notwithstanding the foregoing, the good will of the United 
States has already been demonstrated by the considerable increase 


, in purchases by Canal Zone agencies from Panamanian 3 
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Department of “tate Bulletin, Feb. 7, 1955, Pe 
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and by the interest of the Canal Zone Government expressed in 
the development of Panamanian production capable of being used 
in the Canal Zone. The volume of third-country purchases for 
resale is now a minute percentage of the total value of such 
purchases. However, desirous of eliminating areas of disagree~- 
ment between the two Governments, the Canal Zone authorities 
procurement s as to afford 
Panamanian ommesese increased opportunities to y their 
goods. In tion, United States Government agencies are - 
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As the Government of Panama has been previously informed, 
my Government does not consider tire recapping, laundry and 
drycleaning to be activities within the purview of Item 9 of 
the Memorandum of Understandings Reached inasmuch as they are 
services as distinguished from the manufacture and processing 
of goods within the coverage of Item 9. Notwithstanding the = 
fact that these services are not subject to the commitment Fa 


shi gs 


, 





contained in the Memorandum of Understandings Reached, Govern- 
ment will continue to afford full opportunity to Panaman 
to compete in these fields of activity. 







y Of the Memorandum of Uncerstancings hneached: 
Preter to Your Excellency's note P.r.e.u. 505/102] dated 

Se 2, 1958, as well as the Aide Memoire dated October &, 

1958, request the closing of the Mindi Dairy and Mount Hope 

processing » Under the criteria of Item 9, the Government 

of the United States undertakes to terminate the manufacture and 

processing of goods for sale to or consumption by individuals 

whenever and for so long as such goods "are determined by the 

United States of America to be available in the Republic of 

Panama on a continuing basis, in satisfactory qualities and 

quantities, and at reasonable prices." As a result of the request 
Your Excellency's Government, and in the light of these criteria, 
Canal Zone authorities have given consideration to the problem 

of the supply of milk and milk products which loom so importantly 

in the lives of the people both in Panama and in the Canal Zone. 

ay _soverament has concluded that, despite a certain progress 

that has been achieved by Panama! s dairy industry in recent years, 

circumstances still oblige the Canal Zone to rely on the i 

Dairy for a portion of its milk supply. Therefore, my Government 

considers it must defer termination of the activities of the 

Mindi Dairy and Mount Hope processing plant until the public 

milk supply of Panama is produced under proven conditions fully 

assuring that supply in accordance with the criteria of Item 9, 


In order to help the Government and dairy industry of Panama 3 , e 
¥ _- OPPOSE ) 
" PICT se omer . 
| ———_— | 
.- eee neal voreian itinietry*s ,* 


of the 
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note under cover of desp. 




















achieve a record which the Canal Zone might rely in apply- 

* . dng the criteria Item 9, the United States will, of course, 
continue to give assistance and advice when so requested by 
Your Excellency's Government. 


SE has sought the c ion of Canal 


Zone authorities in eliminatinc contraband activities said to 
exist at the present time in the sale of alcoholic beverages by 
Pars manian dealers to consumers in the Canal Zone, This matter 
has been discussed with the Governor of the Canal Zone and the 
Commander-in-Chief of the Caribbean Forces, and I am to 
assure Your Excellency that the authorities in the 
® will gladly give consideration to any practical system that the 
*™~ Government of Panama might suggest to ensure a more effective 
control, such as the establishment of a single outlet in Panama 
on each side of the Isthmus. 


Freese: continues to be the opinion of ay Governaent 


that there are no provisions under existing treaties and agree- 
ments which cl the importation and sale of so-called luxury 
merchandise the Canal Zone. However, it has been,and will 
continue to be, the policy of the re ible authorities in the 
Canal Zone to encourage greater benefits to Panama through pur- 
chases of such merchandise from Panamanian sources, 
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ncrease: 
S pointed out in Your Excellency's note P.r.e.u. 
be majority. » 1956/and Aide Memoire dated October 8, 
ority 
ied to re 


the Congress on June 14, 1958, for ted States . 
Government federal oyees in classified Civil Service Joe VS 
the Sstion was that nting of this pay increase 


all oyees might be justified on the basis of the constant and 
progressive rise in living costs. 

















of . 
1958, that of Par nians work in the Canal Zone 
were not ceive the ten per cen increase 
approved by 
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The recent statutory ten per cent increase in salaries applied 
to itions subject to the Classification Act. All persons 


a in the 1 Zone ee of citizenship, who held 
positions subject to the Classification Act or who were paid at 
rates based on that Act received the increase. The rates of 

for other positions are adjusted from time to time independently 
of rate increases for positions subject to the Classification Act. 
It will be recalled that adjustments in these rates were effected 


immediately prior to the adjustment of the Classification Act 
salaries. In this connection, it should be pointed out that 


f, total wages paid non-United States citizens by the Caml Zone 
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| Yu - . © \ 
note under cover of @mm desp. '+O, Segt. 10,059, wetehte ot rinte ig Fieut-nsy) 
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\9/ the reference is to the Pederal Muployees Salary Increase Act of 1958 
(Public Lag 62), ubishsee enacted on June 7%, 195%. Tor the text, see 7? State 203. 
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Fiscal Year 1956 the comparable figure risen to $27,641,000. 


It might be pointed out that the consumer price index published 
| A yy of Statistics and Census of Your Excellency's 

has indicated a substantially consistent decrease in 
pay of living in Pamama since the inception of the index 
in . 








5 a ro anct ‘ *-« ration nce ‘ el 
of the Memorandus of Understandings Reached that the Pamaa 
Company should remove its railway terminal operations from the 
City of Panama, a new freight station is now be constructed 
in the Canal Zone and a tentative site had been for the 
location of the new passenger station. Your Excellency's Govern- 
ment, however, has expressed concern about the proposed location 
for the new passenger terminal and has asked ay Government, not 
as a treaty obligation but as a measure of cooperation, to 
reconsider this matter. Your Excellency's Government is informed 
that the pesconese terminal will not be located on the site 


oviginels tended. Current contemplate its location on 
a site considerably closer to new freight terminal now in 


course of construction. 


Your Excellency may be assured that my Government will 


inue to have active interest in the economic and general 
well-being of the Government and people of Panama. 


Accept, Excellency, the renewed assurances of my most 
distinguished consideration. 





“agencies in Fiscal Year 1955 amounted $24,257,000, while in <b 
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719,90/5~-159 
“enorandum from the Deputy Assistant Secretary of State for Inter-American Affairs 


(Snow) to the Acting Secretary of State” ly 


Confidential Washincton, May 1, 1959. 


ae 
SUBJECT: Resume of Panamanian Situation. a 


A group of some 60 armed revolutionaries, mostly Cubans, landed on the north 
coast of Panama in the Mandinga Bay area on April 25. The invaders thereafter 
moved west and captured the village of Nombre de Dios. 


“ 


Prior to the invasion, the Panamanian Ambassador in Washington had been re- 
ceiving reports of invasion threats through his and our sources and had been keeping 
the Organization of American States informed of developments on an informal basis, 
On April 27 he appeared before the OAS, apprisec the member states of the situation, 


~-,—_Boluted out that this posed a threat to hemispheric peace and asked for in- 
vocation of the Rio Treaty./\On April 28 the OAS passed a resolution in which it 
V recognised the immediate to Panama and to the peace of the hemisphere and 


authorized appointment of a committee to investigate "on the ground” and report. 


The investigating committee, composed of representatives from Argentina, Brazil, 
Costa Rica, Paraguay and the United States, departed for Panama on April 28, 


A Qn April 16 our Embassy in Panama had reveived an urgent request from the 

v4 Panamanian Government for a quantity of arms, ammunition, and other military equip~ } 
ment and supplies valued at approximately $100,000. The Department approved the ; 
transaction on April 23 and on April 27 CDIICARIB transferred arms and equipment ° 

¥ valued at approximately $75,000 to the Panamanian National Guard. 


Two Cuban Army officers sent by the Cuban Government arrived in Panama on 
April 27 to negotiate with the invading group and persuaded them to accept a 
temporary truce. 


The truce arrangement, the arrival of the OAS investigating committee and the 
transfer of arms, had a calming effect on tie Panamanian populace but it has been 
noted that the Government was slow to assume the initiative and seemed loathe to 
use the resources immediately available to it to repel the invaders. The stability 
of the regime has been due entirely to the energetic action of the OAS committee, 
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Under the autbority granted it by the OAS Council, the committee requested 
member states to furnish surface vessels and aircraft for patrol and surveillance 
operations along the coasts of Panama, Our Government responded by furnishing air~ 
craft and two patrol boats while it is understood that Guatemala, Micaragua, Costa 
Rica, Ecuador and Colombia are offering aircraft. We are endeavoring to persuade 
the Colombians to provide two destroyers to assist with the patrolling. The com 
mittee hopes by this means to discourage any further landing attempts, Intelligence 
reports indicate that at least one more vessel with armed revolutionaries aboard may 
have left Cuba on April 28 beaded toward “anama, 


Information received ‘rom our Ambassador in Panama this afternoon indicates all 
but five of the invading group have surrendered to the National Guard, Further 
details of the surrender are awaited. 








| VY Drafted by Price, 


WS The Inter-Anerican Treaty of Reciprocal Assistance was simed at Rio de 





tates 
Janeiro, Brazil, on Sept, ?, 197, by the representatives of the "nite ‘ane ecichteen 






countries of Latin America, It was ratified on Dec, 12, 19:7, and entered into forpe on 


Dec, 3, 1918, For the text of the Rio Treaty, see 62 Stat. 16%. 
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The Department is in constant communication with our Embassy in Panama and ou 
representative on the OAS committee therejas well as with the OAS Council here. | 3 
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\>/ Ambassador John ©, Dreier, 
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f Memorandum from John 0, Bell\to the Assistant Secretary of Defense for International 
/\ 


_2 
Security Affeirs (Irvin) i — / 
Confidential “Yashinzton, “ay 13, 1959, 
: 
; 
* + 


See NE 


Subject: Deternination of Zligibility for 120-day 
Credit Teras under Section 106(b) of the = 
Mutual Security Act of 1954, as amended{="~ \" 
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termine the Government of Panama eligible to pay for 


purchases of ailitary equipsent from stock up to 120 days 
This determination is limited in application 


te the purchases described in the paragraph above. 





John 0. Bell 


- ‘\) 


| 





os =~ 


} | 
\4 Special Assistant for Mutual Security Coordination to the Under Secretary of” 
State for Zconomic Affairs, 


VA Drafted by Robert 1. Burns of 3e1l's staff on May lle Vie couete +204 


ntigned 
wr CAvrbeor “Opy. 


L/int acto tine ranitidine hyena 
‘\ 
ay Ene eeteenes eee Section 106 (b) of the Mutual 
Security Act of 195), authorized the President to sell military equipment and 


materials at fair value to any nation or international organization provided that 







he deemed such a sale in the best interests of the "Inited States, Jue Wa? ( 
Secue' fi, re f of 4sSuU UG, Adwfiid td bee er bia fi | aae , rt 
uf (95% (/uale Law os-ét3) enacted a, Rae. 2 14T8* ami Hee ete 
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Editorial Note 





In an exchange of notes on May 20, 1959, between Ambassador Harrington 
in Panama and Panamanian Minister of Foreign Affairs Moweno, the "nited States 
Government and the Republic of Panama concluded an agreement effective on May 20, 
whereby the United States aereed to sell military equipment, materials, and services 
to Panama, subject to certain conditions. For the texts of the notes exchanged, see 
10 UST 1000, Documentation concerning the negotiation of this agreement is in 


Department of State files 71°,56 and 719.561), 
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iin Minutes of Cabinet Meeting, White House, “ash? neton, May 22, 
Confidential 












The following were present: 






President Eisenhower 





Vice President Nixon 









” 
Wu 
< Under Sec. Dillon Gen. Persons - in part 
=? for Sec. Herter Gen. Goodpaster 
zw Sec. Anderson Mr. Hagerty - in part 
— a Actg. Sec. Thomas S. Gates Maj Eisenhower 
S> for Sec. McElroy Mr. McPhee - in part 
aE AG Rogers Mr. Kendall 
7? Dep. PMG Edson O. Sessions Mr. Robert Gray 
& ° for PMG Summerfield Capt Aurand - in part 
vag Sec. Seaton Mrs. Wheaton 
aE Under Sec. True D. Morse Mr. Morgan - in part 
—. for Sec. Benson Mr. Merriam 
“a= Under Sec. James P. O'Connell Mr. Randall 
a& for Sec. Mitchell Dr. Paarlberg 
be Under Sec. Frederick Mueller Mr. Harr 
° 5 for Sec. Strauss Mr. Siciliano 
Sec. Flemming Mr. Patterson 
Mr. Minnich 
Amb, Lodge 
Gov. Hoegh 


Asst. Dir. Elmer Staats, BoB 
for Mr. Stans 
Dr. Saulnier, CEA 


Gen. E. R. Quesada, FAA 
Mr. Gordon Gray 


r. McCone, AEC 
sst. Sec. George H. Roderick 
— pose corge V. Allen, USIA 
— —— Mr Abbott Washburn yee renee 


Mr. Chad McClellan 
fe. Franklin Floete, GSA 
“Mr. Edward K. Mills, Jr. 
Mr. Norman Mason, HHFA 
Dr. Glennan, NASA 
Mr. Merrill Whitman, Canal Zone 














Government 
fYere follows a discussion of the “ederal Mnergency Plan D-'firmes that 
provided for certain actions in case the United States was confronted with the 


threat of an imminent attack as well as a final review of the plans for 'nited 





) Ve, 
Y ° ich, Jr., the ‘resident's Assistant Starr Secret 


prepared Ond Saned Shon om gr andun., T Le mee ng be wy 
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Ot 4:05M.mm. aad Ceoncinuded ot (Cte 
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Y, Panama Canal \- Mr. Roderick first noted that since 195] the Canal | 
had been a self-supporting operation and has made payments to the 


United States Treasury in recompense for past funding. 











Mr. Roderick outlined the anticipated great increase of traffic through 
the Canal and the ensuing requirements for modernization and expansion 
of facilities. He stated that this can be accomplished out of current 
earnings up until about 1975 but for the period beyond that consideration 
would need to be given to the possibility of constructing a third set of 
locks which would handle the largest existing ships, or the possibility 
of a sea level canal, at a cost of $700 million - $1 billion, and with 

the possibility of utilizing nuclear energy for cutting the canal. He 
noted that the Merchant Marine and Fisheries Committee of the House 
has appointed a good study group headed by General Leslie Groves to 
go into this. Mr. McCone cautioned that the nuclear aspect would 

need much more study before it would be anything other than an 


academic question. 








Regarding the sea level canal concept, Mr. Gates pointed out that any 
canal would be vulnerable to attack with or without locks. Mr. Roderick 
said that he would want to rely on a military decision as to that question, 
but that a sea level canal could be reopened much faster than one where 


the locks had been destroyed, 







The President ascertained that the immediate question at issue was. 
one of authorizing a $28 million modernization program and further 
planning towards the 1975 requirements, The President thought this 
much certainly to be in order. He believed also that eventually it 
would be necessary to dig a new canal because the trend is more and 
more towards huge ships which cannot be accommodated in the existing 


Qr- locks. 


‘Yere follows a consideration of the oro lem of providing additional 
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é \ > - aad *. has 
S » & GS memorandum dated May 71, the Secretary to the Cal inet, informed . 





the President that the arenda for the Cabinet meeting of May ?°? included a 
consideration of problems concerniny the Panama Canal, According to Gray's 


™emora "dum, 


i ‘There will shortly be issued from the House Merchant Marine and 
Fisheries Committee a report about the Panama Canal -- its traffic | 
4 problems, the improvements which are being made there, and the 
desirability of a second canal which might be constructed, ossibl 
with the aid of nuclear explosives, * ” 





\ 
Chairman Roderick has asked to make a report so that these new ideas 
and developments will not catch the Administration unawares, Although 


the report will be highly informative, no s if 
, i 
action will be presented, n oe mendations for 
/ Leoh-<% Cree’. p) 


é 
. ‘ 
Om 044 roe 
| (Eisenhower Library, “hitman File, Cabinet sectng Om ne . 4 


*s* 
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\y In ghonoranie dated June |; to Roy Rubotton, the Assistant Secretary of State 
for Inter-smericah Affairs, and to Philip J. Farley, the Secretary of “tate's Special 
Assistant for Disarmament and Atomic Energy, Marry F. Stimpson, Jr., the "Inder 


Secretary of State's Special Assistant, forwarded the ‘‘ollovine exerpt fron the 


Record of Action of the Cabinet “eetine of “ay 77: 





"3. The Pansms Canal — Probless and Alternstives ' 


ACTIONs a) The President gave general approval to the Coupany's 
ebort-range plens for improving the present Canal 


-—_—, 
. 


consideration the President's thought vith respect 

to an additional canal, the Soard of Directors of the 
Panama Canal Company, working with the Atonic 
Comzission and consulting as appropriate with the 
Department of State, will prepare and vithin « year 
vill present to the Cebinet and the President recon- 
merdations as to the choice erong the five alternatives 


set forth. 


There ere to be no public references at this time to 
the methods with respect to the two alter- 


native canals ; 


| b) sith reopect to long-range plans, and taxing into OP 
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Memorandum fron the Acting Secretary of State to the President v ) 





Washington, July 11, 1°59. 
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/3/ DULCLAS DILLUN — 
cian ic.utoiy —aa 
| V Drafted by Lergett on July 10 and transmitted to the President under cover 


of a ~emorandum dated July 11 from John A, Calhoun, Director of the Executive 


Secretariat, to Srig, Jen, Andrew J, Goodpaster, the President's Staff Secretary. 


\Y/ John 0, Shi Lock, 
; . +4 is 
| \U/ On June 2h, the Department of Sta nemitted the text of fm Aide Menocire 


to Anhbessador Harrington, (Airgran 711 to Panama City; ®L1P.041/3-31°9) 


\Y ror further information concernin: the contents of President de la Ouardia'ts 


letter of Mar. 7, see Rubottom's memorandum of Apr. 1 to the Acting Secretary of 


| State, ante, De . 


yy Ante, Pe «  ~bebeeran-335-te-nanama-Cityy-Appad- 6, -2060}- | 
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veor ix, President: 

i stated in iy letter of April siatr, ly>y tint 1 
would dircct a study to cc mde by cometont eoxverts in ¥y 
Joverna nt of tre volnta raises ia tue .c: oranéw acco pone 
in, your lotter of .arch - 1559. 

the results of thls study cre contained tn an Aico 
.@ olre nteh is beln: delivered throu_j the usual diplomatic 
Cit 018, 


lay i take tnis upeurtunity to rolterate tue hope exe 
9 


—_ = 
pressed in oy Lotter of wuly twentyeiifin, Ly. »\tiat —\s 


adortion of tnese ncw o ployacnt ond wae practices will 
wake a si nificact contribution to the wztusal rospoct and 
fricndsiip existins: betwoon our -.overmecints aud pooples, 

A ileuly colleve ut ary diff .resces exiatli.. itu ae ord 
to the Lwlementatlon of tne new syste. cen ve resulved by 
patient discusston nua iw otlation Lotiecn your Jovern «nt 
tua bio offlclals of tre onited Jteles cimr od . ith tro 
respons lbllity of adainisterin, Lt, 


Plense acoept, :r. rrosident, jy rsonel ooa wieron 





| ¥ 





Lo Ou at to tie poorle o1 inne oe 


sancoicly, 





y Drafted by Leggett on July 1% 
VV Ante, De .  —selenpama-ta-camama-—sbbyy—saby—23y-b-a8-- 
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VV tel. 271 to Panama City, July 13, the Department of State informed Ambassador 


Harrineton that he was tc deliver the text of this letter fron President Eisenhower) to 











Panamanian Foreion “inister Yoreno as soon as 


the Foreien Minister t} 


the Department that he had delivered the text of the President's letter to Moreno and 
had notified i the Foreion Minister of his intention to resubrtit the Aide Ménotre of 


June 1, (611,1°13/7-1559) In tel. 3° from Panama City, July 17, Harrincton reported 


that Moreno had urced the Subassy to make certain textual chances in the Aide ‘Nenoire 
7 

C eniorses 
before its presentation to the Soverment of Panana. <a 
Surrestions as a way to end the controversy sirrounling the Aide ‘noire. 
(711.11-EI/7-1759) In tel. 39 tm Panana City, July 17, the Department accepted 
Nerrincton's receseniationse concermine the Aide "metre, (711,11-21/7-175°) 
In tel. 3 *ron Panana City, July 29, “arrinton not! ‘ted tc Departrent that Moreno 
had accepted the revired Aide ‘notre, (711,11-5I/7-995°) The Diaccy at Panana City 
tranenitted the text of the Aide r70tne to the Derartrent for its in*ormmetion under 


rw 7 — 
cover of desp, 'i):, July ’ not printe » #116191 3/7=97 ) 





| arees. 
Secretary's Memoranda of Conversation, Lot &: D 199 (33g | 


Memorandum of Telephone Conversation, by the Secretary of State's Special 


| ae (Srebs 
| Yashincton, September 73, 1°S ee 


aeorr | JEG w 4 L s > - Ov é -* aii “ee fe fr rind! 12T 











“ Tie President telerhoned ‘co say *5 as coon « brcriciev 
v sosesgive won=s te -ct wp a weti~m: ute Se wertay on Go 
s (a) :ac'co (fe pemarst* > “© os ‘icnt Leper? sateos 


Sy isit}; ani (b) Ponsa. 


Tae .resicent sa’ Gat whan 4 © problen ©” seman had coe @ ' 
a feu aout 3 ano he Lad told tus J*poctarnt o .efeuse be di. not 
acree w th the wip they were Owres nm tis area, vince then, 
tia Preside: * had talked to .-ilton -ics t.cuer, wo had ex ressed hig 
alara over what Ge believed to be s worcenin of tie situation. 
This morning, tho i vesident said, :dlton .icenhover hod a two-hour 
meting with secretary of tc army irocker, who hal a reed that 
eo“ action shoul! © taben on the Ponazanian situ ‘ior. 


The President went on to say that, a ter be ani the secretary 
have had their discussion, he would want to set up a meting of 
hinsel., the Jocretary, wccretary ‘ruc.wer, ocport-_sport sank lresi- 
dent 2a dou th, om! the Craimam cf the Jove lopment Loan und Core 
porat: At thic furteer moetin,’ the l’resivent oped Ley could 
cone up with a coordinated plan of action. 


Tho President commntyd that ne is concerned tiat we conti:ue 

to rely on a strict interpretation of tc inaty of 1034 sald V7 
veore have been many chances since tea: tire and tha. we bear 
in mind tct we have a lar © stacc in Uw tanam Vanal an! that, in, 
provecti’.; it, we ere «p aviinst a people who are unoducated, ille 

° incormed, ami easy prey to Cormmist ope anda. the President 
meniione’ ; artic: lwily ‘is uwnlerstand! . that Poraa still] ows the 
United state frcaswy a trenmenios anv nt am! that the i ananenian 
Goverment has barely been a le to ko up tio interest payments. 
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The soretary cow ted that be ha’ “rrierstor! tha: /anara had 
beon doing culte well on remaynents hut Yect, tn any event, he world 
look into ti2 citviustion snoroughly on! cav*flly am! world be roady 
to talk with tie resident in grater ' tail at the ) resident's con- 
venionce, 








Fale Conver tation etteuerved ar es 
W vite ‘heushchev, the Premier of the Soviet "Inion, made a state visit to 


; the nited Ttetes from Sept. 15 until Sept. L°8°, Docurentation on “hrushchev's 
-m he Come: late on #8 KO Sevies 4 {tk 
vieit is printedfin hale, » PPPs ° 


y Mexican Presiden t, Lopes Mateos made a state visit to the "nited “tates from 
ve 
Net. 9 until St, 17, 1959. Deaf mentation on Lopez Mateos’ visit is printed in tr 


compilati-r on Unite? States relat‘one vith “exico, pos., pre . 
4 Vance Brand, 
\1/ sempeementtatetesin 
\S For the text of the Panama Canal Treaty of 1903, see 33 Stat. 273). 
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Memorandum of Conversation, by the Assistant Secretary of State for Inter- 








American Affairs ‘Rubcttan) 


Confidential Linit Distribution Vashineton, October 1?, 1°59, , 
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Vi, Drafted by Frederick D, Sharp ITI, the %fficer in Charge of Panamanian 





by representatives of the Department of State, the Canal Zone Goverment, aru the 


Department of the Army at a mesting at the Pentagon on ‘ct. li. 


US vot at*ached tc the source text. The recor’ copy of Goodpacter's memorandum 


is in the Zisenhower Library, Staff Secretary Records, "Panama". 


; $ 

rt V/ “ot printed. See fn, 1 above, 

< 
zh WV Rubotton's memorandum of this conversation is printed supra, 
= 

~ £4 - 2, 
5 \y The text of the memorandum for the President and the draft letter for 
-=z 
o7 transmittal to President de la “uardia Q@gummp are printed infra, 
~~ ed 
J =x 
sr \y “Mot attached to the source text. The record copy of Herter's reply to 
aj 
xe he = - Tshrary, “hitman File, Dilles-“erter Series. 
c2 Zoodpaster is in the Zisenhower Library, 
: 
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the Canal Zoe and zilitar; representatives yocoms Claplayed an antipathetic 
attitude tusard ths chenves = procscures whnieo will affect ¢ the way of live of 
residents in ths Zace. It is believed, however, tat ones the initial emotional 
impact of tw impending changes has been absorbed, distates for timse changes 
will diminish end it would acpear thas while ths Zone arthorities and residents 
will not lixs the new systea they will realize thet ther mst live with it. In 
Zact, the Department of she Ary alrealy appsars +o reconciled thereto. 

At the Pestesm meetinz acreoment was reached on the following points, 


weich had been discussed mvvicasly at the :nite Guses 


7” ad 
i. Housine ?roiect 
——— ee ee oe 


°% ‘ ~ase4 » . ~ - *. . : FP But AA _— 
ith rezard to the vroposal for the emst=suction of "middle class" 
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Vf ierioie XVII of the Seneral Arreement on Tariffs and Trade, concluded at 
Jeneva on Oct, 30, 19:7, dealt with nonediscrininatory treatment on the part of 


state-tradine enterprises, For the text of Article XVII of the Seneral Agreenent 


on Tariffs and Trade, see ); Bevans 44). 
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Memoranium fron the Secretary of State to the President A LY 
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(A in a letter dated Sept. !, 1°"°, Ambassador “arrinzton informed Deputy 
Assistant Secretary of State ‘"il)iam P,. Snow of the details of the meeting on 
: Sept. 1 and the dec’sions taken, ‘ARA/OAP Files, Lot 4); D €7, "Pam ama Relations, 


nete 
WZ According to a typewritten netetien on the source text, Soodpaster informed 


officiale of the Executive Secretariat on “ct. °° that the President had approved 
without change the sugrested letter to Precident de la Muar'iia, An additional 
. | handwritten notation on the source text indicated that the simed ortinal of this 


letter had been received froz the ‘hite “Mouse on ‘ov. ? and had been transmitted | 
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of State Rubottom and Assistant Secretary -f the Army Roderick, and qume approved in 


substance by Ambassaior “arrincton, 
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Ss ‘ 
\S In view of the riots that occurred in Panana City on ‘ov, 3, 195°, Ambassador 


Harrin-ton, in the course of a telephone conversation on Nov. |) with C. Allen Stewart, 
the Dire:tor of the %ffice of Central Amer’can and Panamanian Affairs, reconnended 
against delivery on ‘ov. 5 of President Eisenhower's letter to President de la 
Juardia. Stewart accented Marrincton's recommendat‘on and alvised the Anbarsador that 
the Department would firnieh the Gabassy with instructions as to “urther action | 
concerning del‘very of the President's letter. (Memorandum of Telephone Conversation, 
by Frederick D, Sharp IIT, Nov. his 71°,00/11-):5°) On “ov, )), the Department instructed 
Herrincton to return the President's letter to the Department via air pouch. 

(Tel. 151 to Panama Citys 71°.11/11-):5°) For additional information concerning the 


riots in Panama City on ‘ov, 3, see the editorial note, in‘ra, 
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Editorial Note 
Responding on Yovember 3, 195°, to demands ‘ron leaders of the Third 
National Party that "nited States authorities honor Panama's Independence Day 
celebrations by flying the Panamanian flar alonrside the American flar in the 
Panama Canal Zone as a symbol of Panamanian soversimty, demonstrators in 


Panama City attempted to enter the Canal Zone and to raise the Panananian flar 


| 


there. Prevented by Tnited States police ‘rom entering this area, the 


demonstrators proceeded to the Sw in Panga City, tore down and 
destroyed the American flag flving outside the building, and raised the Panamanian 
flae in its place penonstrators also shattered windows in the "nited States Information 
Office in Panama City and initiated disorders in the city of Colon, at the Atlantic 
end of the Canal Zone, Further incidents occurred on “Novenber |;, but the situation 
improved sufficiently on “ovember 5 to omple the American suthoritics in the Canal 

Zone to withdraw 'nited States troops fro guard duty. As a resilt cf tese riots, ove. 


80 American police and Panamanian nationals received treatment for injuries, 





On November 3, the "nited States Subassy transmitted[to @im Panama's Ministry 


of Foreign Relations protesting the desecration of the American flag, the damage 


Vated Aabes 


done to the Anerteag Embassy and Information Office, and the alleged failure of the 


maw te “ omer, 
Panamanian police toj/@mluuuummg In its reply on “ovenber ||, the Renublic of Panama 


rejected the nited States protest and accused American authorities of provo’ing the 


iots and of havinefimerican ecldiers to open fire on unarmed Panananians, 


on these incidents is Sewnd in decimal files 611,1° and 71940, ae and 


SobPes in ARA/OA! Piles, Lot 4) D 67, 





. aa/OAP Files, Lot 6L D 67, "Panama Relations Dec., OEY ifnua 
Memorandum from the Assistant Secretary of State for Inter-American Affairs 1335p 


‘Rubottam) to the Secretary of State Kr : V/ 
| Official "se Only ‘ashineton, Decanher 1, 1959. , 
















| 








prey 
lig 

Ite 

- 

ef 

4 

E 

: 

) 

7 


FOREIGN RELATIONS OF THE UNITED STATES” 


ae 
ble 
al 


“DECLASSIFIED FOR PUBLICATION IN 





mecte in Panama reach agreeasnt as to places ani procedures far flying the Panamanian 
Oleg in the Zane. 
Ambessedar Arias tald me when be handed we the note that while he realizd what 
Sa be, he had to present his goverment's position om flying the flag 
' f 
} / Drafted by Sharp on ov. 30. The source text is a carbon copye 


VY Not printed: 719,90/11-9¢59, 


Zs Tor @ 3 ‘s'lliss Yorard Taft's statenent on the theory of titular 


, 
; ( made to the) = ——~ 
? soversirnty that a enate Committee on Tnteroeeantc Canalr, see 7,°,* 
: f 
} Sonereg, Senate, Corrtittee on Tnteroceantc Canals, “earines ‘elated to Panama i 
, § “"» ’ , ee tote om 
~~ “ ~ | J . . — naar . ~ aAWar 
4 canal, de wO0Ge Jl, S th JON eo» od SCSSe, l ’ Ole Iil, . . \ 
—_——— —— 


\ ite 7) GD infra. 
4 In a Note delivered to te Panamanian Embacry on Dec. 1°, the Department of 


State informed the Soverment of Panama that the approoriate agencivs of the "nited 


ad 


States Soverrment had taken the matter of flying the Panamanian [fla¢ on a recular 
basis in the territory of the Canal Zone under consideration and that the Department 

| of Stete would commmicate further with the Sovernmment of "anana when a decision | 
was reached, (71°,00/11<?55°) wedi Luri AvAILABLE 
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719200/11-275° 
- Sd 7 ? 744 ) 
Menorandun of Conversation, by the Deputy ‘nder Secretary of State ‘or Political 


— 
\' [ Affeirs (le rehant) )\ 


Secre+ Vashin=t ~ON, “ow “ber 219 "as 











SUBJECT: Situation in Panam 


The resident 
Mr. Livingston Merchant, Deruty Under Secretary 


COPIES TO: $/3 (2) 
7 “ ARA - Mr. auto} on } 
MARA - Mr. Stewart (2 ct) 
Anmembassy digg ol - ‘For th isbassadcr 
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ote *° 
Famama Novemter 20-24. I said at the outset that the risk of serio 
trouble tomorrow exists and I felt that the ambassador, Governor 
Fotter and General Gaither were prepared to deal with it firmly 

wisely. [To send an emissary from wWashingtor I said I ~hough.t had 
beer. vell worth while. It had provided a cooling off reriod cf «a 

few Cars and had left them, = believed, with a clear ‘crressior. cf 
three ro‘nts: first, that the Fanazanicn government had a 


at che request of the Fresident I reported briefly on ry trip 


wee . ‘+ 


resronsibility ard a duty to protect americar lives and proper:y; 
secor.c, that the United jtates goverrment wou.de not negotiate uncer 
the threat of ‘sorcer and violence; ard, third, that with th “ 


restoration of cals shere were certain ceasures which could come \ 
into effect which vould be beneficial to the Fanamanians and which 

nad beer. already decided Upor. prior to November 3. This together ~~, 
with the statenent on titular sovereigr.ty rrovided the Fanazanian | 





govermmen*: with som ething which they couid use if they were disnosed 


> wee 


‘oO take a firm line on the maintenance of order. The governs =en~, 


however, is weak and there is some doubt as to che reliability of 
ek satcones Guard. voger “he circuwrstances Fresident de ls hemeetat "hes 
+. 


i thought, had been quite good and it 
. was being mace *hrougn ‘he rress, 
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we snould be locking 2head with a view to correcting any juswfiabdi 


sources of complaint end grievance. 


The President said that three years 2go after the trouble at 


Wy sueZ)\ne ang Secretary Dulles had talked about she situation of 
t 


he Fanama Canal many times and had sought to ensure that steps wouicd 
be taken which would head off any developments in the Canal Zone 
comparable co what had occurred in m Sayre. He spoke of the 
discrerancy in wage rates and said that he had not felt thet ve 
had Gone all shat we sould have in this ‘regaré uncer the agree- 
ments of 1955. The question of third country purchases also had 
needed fixing and he had been anxious to see 2 training and 
aprrentice program put into effect. Considerable progress had 
been mace on these last month but then the inability to get his 
letter to the Fanamanian government before trouble clearly 
threatened had resulted in the Fanamanians not being aware of these 
corrective actions already decided upon. 


The Fresident asked me to follow the situation closely with 
the Derartment of Defense and make sure that with a return to more 
normal relations and a better atmesphere that there was no foot- 
Gragging anywhere and that we consider constructively and 
sympathetically Fanamanian requests. The President then volunteered 
that he thought we should have the Fanamanian flag flying 
not all over the Zone, as some letter he had received had 
Suggested, but at least in some ceremonial spot along with ‘the 
American flag. He thought that particularly since we recognized ° 
Fanama had residual sovereignty this would be a natural gesture 
and he remarked on the fact that at our bases in Spain only the 
Sranish flag is flown; the american flag is not flown at all. 
He then said that if it was not illegal (and he asked that the 
Departments of State and Defense study the matter) and if there 


were no mob action or violence on_Saturday, he would even.liike £ 
to see a statement made on Sundaythat henceforward the Panamanian 
flag would fly at some appropriate rlace ir the Ont» -— — ——\¥ 


In leaving I said that we all had our fingers crossed on what 
would hapren tomorrow and that if there was no serious trouble we 
shoulc certainly be thinking of measures which could be taken to 
improve our position mn Fanama since there was no doubt that i 
was a serious and long-term problem. 


. 
7 
> 
~ 


In comelusion I suggested and the President agreed that at his 
regular news conference this norning vin dager ty should say some- 
thing to the effect that in reflection of she Fresident's 
interest and close following of the situation in Panama he had 
asked me to give him a2 rersonal report on my recent trir. 
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Dispute and the Suez 
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\YW on Nov, 2°, Major John S, D. Eisenhower, the President's Assistant Staff 
Secretary, telephoned Demity Inder Secretary of State “Merchant and inmired about 
the question of flying the Panamanian flaz in the Canal Zone on Sunday, “ov. 29. 
Merchant reported that he had asked the ‘egal Adviser to study the lerality of such 
an acts; that he had raised this mestion vith Secretary 0° the Amy Srucker and with 


Governor Potter while h> hed been in Panama; and thet lmkk 4 “rucker and fotter had 


his measure. In view of “rucker's and Potter's opposition and da_ziew 
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(“Memorandun of Telephone Conversation, by “lerchant, “lov. *°- 719,00/11-9°59) 
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Editorial Notc 


_— atewped 
On November 25, 1959, mobs of demonstrators - to enter 


the Panama Canal Zone, Prevented fron entering this area by the Panamanian National 





Guard, the rioters proceeded to the business district in Panama City where they 
establisiments,. 
smashed windows and looted American commercial mxkurprizus Twelve American 
— 
soldiers and eighteen Panamaniansr"!ational Guardsmen and civilianspreceived M 


bu 
treatment for injuries caused 2g stone-throwing and tear-gas burns; at least 150 
persons were arrested, Docuwnentation on these incidents is found in decimal files 


and also 
611,19 and 7194) ae-weit—es in ARA/OAD Files, Lot 4 0 47, 
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Vi Drafted by Sharp on Dec. 15. | 


Vy For the text of the President's press conference on Dec, ?, see Public Papers 


of the Presidents o° the "Inited St-tes: Dwight D. Eisenhower, 1959, De 7%Se 
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ft suggestions advanced in the recommendation to the President were 
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Pp f ] ale hes Pan a) . 4 . 
at specific localities opposite Panama City and Colon and that arranrenents should 


be made for special ceremonies to mark ¢he initial raising of the flavs as weal as 
to commemorat@{the two national holidays of July }; and Nov. 30 
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A copy of this letter is being sent to Assistant Secretary of 
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Defense (ISA) John HN. Irwin I. 
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De pty 


letter from thelAssistant Secretary of Defense for International Security 


= rf f 


Affairs “nicht) to the Deputy "nder Secretary of State for tic 


“eshineton, January 1)., 1960. 


Dear Livie: 


Confirming our conversation, the Department of Defense 
believes that it is umwise to accede to the Panamanian request 
tofly the Panamanian fleg in the Canal Zone. 
setting forth our reasoning is attached./\ Basically, we feel 
strongly on the basis of all of the information available to 
us that acceding to the Panamanian request will be interpreted 
es @ sign of weakness on our part, and more importantly, as a 
symbol of the rightness of the position of those Panamanians 
who urge that the Canal and the Zone territory should be con- 
trolled by the Republic of Panama. 





We are aware that there are both other and competing 
considerations which you and your Colleagues are most competei.t 
to weigh, and therefore, we confidently leave the ultimate 
decision to the Department of State. If you find it necessary 
or desirable to state our views, however, we would appreciate 
your doing so essentially as set furth in this letter and the 
attached. 


In the event that it is ultimately decided that the 
Panamanian flag should be displayei in the Canal Zone, ve are 
also of the opinion that this should be done a suitable period 
of time after the forthcoming Panamanian elections. fFcrhaps 
the next November Panamanian Independence Day would be most 


appropriate. 


It is the considered opinion of the Defense officials most 
familiar with this problem that after carefully weighing the 
3 
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pros and cons of flying the flag prior to the clections, there 
is too great a risk that the results, if any, to be achieved 
by acceding to the Panamanian request can well be dissipated 
or lost by permitting our yielding on this question to become 
subject of campaign oratory, and possibly stimulating 
for additional concessions. 
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Additionally, I am attaching e memorandum setting forth our 
position on the remaining differences between our Departments with 4 
respect to third country imports/for such use as you care to make 
of it. 





' 
a 


As you are aware, our principal concern is the effect which a 
ban on third country imports into the Canal Zone would have upon 
our post exchange and commissary relations in other countries of 
the vorld. Local competing commercial entities always have e selfish 
interest in curbing these facilities at the expense of United States 
personnel serving overseas. While I am informed that the amount of 
commerce about which our representatives differ amounts to less than 
one percent of total third country purchases for resale, a total ban 
in the Zone might well form a basis, somewhat justifiable, for in- 
creasei agitation for similar bans elsewhere. 


Sincerely yours, 


sik 
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Memorandum fran the Secretary of State to the President 





Washinzton, Jamary 22, 1960, 


Subject: Recormendaticn on Third nt country 
Imports and Iuxury Item Sales 
Canal cone szoncies. 


You will recall thnt at your =seeting on Cetober l?, 
seebing means-for eliminating [r'ct'ons in United “tates- 
Panama relations, you instructed the Pansma Canul Company & 
to desist ‘a ite importation fron third countries of 3 
merchandise for resale in Canal ‘one sales stores andtc 
reduce to the srentect extent pessible the handling of 
luxury goods in cor-missaries snd 'K's. Since the third 
ecuntry pevece issue revolves ircuni tie interpretation 
of Item © of the Hemorandut ef 'nerstan'‘nes Keached in 
connection with the 19'S Treaty, “cur instruction was 
construe: to inclute the militar: sales stores iu the i.ne 
as well, 


—" 
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In Cetober the Panama Canal Company revised tte 
procurezer.t procedures «: third country ‘uports md . 
sudstantially limited luxury iters sales, in accordance 
with your instruction. iowever, the iepurtuent cf Defe:.sc, - 
because it believes thet to limi. ; recurement for resale 
in ita Canal Zone outlets to Uniced Atates and Penaventes aft 
scurces would have a precedental i~pact on worldwide ht. 
military PX/eor=!s-rry policy, f° perled to you in early eat 
Lecember for a reccnsideration of your ‘ns sructions on t.ird 
country i:ports. soth State anc .efence epartrents we.e 
requested to seek « solution whici: woul) sininize tie 
potential impact at «ther Lefener instrl) tions oversees, 
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Both the State end efense cpurt ents are a,reed tt a 
uniform policy for both the Panare Cane] ‘ompeny and Car.dtean 
“Corsrand is recuirel, sani a satisiact«r’ policy on luxur. tte 
ales has been found, On the third country impor is insue, ve ) 
annot reach a satisfactory solution. Tile Department Lolis —_ 
all third coun imports for resale in Zone cutlets FS 







be halted, with the single exception of gasoline. Cur | 
fense colleegues cannot agree because of their fear of 
tting a worldwide precedent. “ince the canal one ia « 
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-within that limited area, it is our view that defensible 


establishwent with both civilian and military outlets 





arguments can be devised tc preclude demancs for like treat- 
ment by other govermonts on whose territory Defense 
installations exist. 


Im actual fact, the value cf tle comuerce over which the 
Defense and State Departments disagree is insignificant, but 
it is my view that a question of principle is involved--that. <5 
of living up to the spirit as well as the letter of cur 1955 ie 
Treaty undertaking. 


I therefore recommend, on foreign policy «rounds, that 
you reiterate your esrlier instruction on this matter end 
that Caribbean Camzand be directed tc revise its procurement 
policies on third country imports for resale to conform with 
those policies elready in effect by the Panaza Canal Company. 
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/S/ CHRISTIAN 4. {LARTER 
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Therefore, in accordance with the President’ 
. » A. ® Fequest te me, 


MEGS rt <z/ 9: 








| VY Dré‘ted by Sharp on Feb. 15. ‘ 


FA Not or ite ds £11.1°13/%-940, 


. yY The recomendationg of the Department of Defense, a° swwarised in nder 
‘as 
Secretary Douclas’ letter of "eb, 5 to Prec'dent “isenhover, sam to ban t) 
resale of only those products that were of special interest to ‘he Pananantanse 





rice, seef, beer, and m'lk derivativesewxile contimiing the resale of other third 
country’ imports and luweury (tens, {SittemhgeeerRitcorrn 
(Eisenhower Library, Staff Secretary Records, International Series) ‘ 


~ 





31 COPY AVAILABLE by 





I shall be grateful if you would inform me when the secesmary 


steps have been taken te implement this request, in order that! 
may inform the Presideat of the resolution of this problem. - 


lam sending a copy of this letter to the Secretary of the Army for 


\s 





“| With warmest personal regards, 

< 

he Most sincerely, 

z 

= 

S Christian A. Herter 
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Political Affaire Merchant on Peb. 7 the artment of Delrnre was res 
implement the new policies covern'n: third country purchases ad acked the Der 
of “tite if the new fnetrocttione could oo into effect on “ar, '". erehant @ 
concurmd in the Defense Department's recuest. /lewrandun of Conversation, 
lerchant, Fabs ig ©11¢1°13/%%))50) Qn Teh, %, Acting Seeretary of “* 42) 
informed Secretary of “tote "erter of thts decision, (Tel. Tonee ° to Ro 4 
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| flag issve. Student, lebor and other groups were p! ing @ new ‘ 
“sovereignty march” into the Canal Zone. Such a uwarch right t«ke 
j place on March 1, which is Constitution Iny end a good day for ‘ 
éenonstrations. A new demonstration vould probdebly receive broader 
. , public support than previous Cemonstrations. Moreover, it hed beca 
ra iicated that the National Querd of fsrera vould not intervene. ’ 
=< Secretary Herter said he ves vorricd by this March cate, |; rtica- 
xD larly as the President would be in South America at thet tine. 
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611.1913/3-360 
Memorandum from the Deputy Assistant Secretary of State for Inter-American | 
Affairs (Mallory) to the Secretary of StateAt—~S WA 
Conf dential Washington, March 3, 1969, 
‘ 


sUnpJT: Panazaniar. situztion. 


7, « 


Ta: anti-United states deconstretic:s revorteciy plammec for ::arch 1 in the 
Canal cone area never materialized larzely cecause of th- flexible attituce cise 
plavec by Governor Fotter. On February <° Gover..or Potter Lad crossed United 
etates anc fanananian flacs placec on the licht poles along that sart of the route 
wnich wouls be used by Carnival parade throuvh the Zone, This move elicited 
favorable cousents fron any Panamaniens, evan fro: such supar-enatioualists as 
aquilino boys anc crnesto Castillero, who played a larse role in previous anti- 
Unites States ce o:strations. 


Althouch three USIs library windows were broxen aid one Fanawianian marched 
into the Jone to nlant a flaz, these were isolated incidents. We have authorized 
the presentation of a pro forma note of protest concerning the window breaking. 

It aspears thet the Governor's cezture bucked up the Panamanian Jovernment. 
The Suaraia “Nacional »rerformec well on .arch 1 and was particulcrly helcfal in that 
it rounce up lmown esitators and kert thea from participatinz: in the Carnival 
parade, loreover, tne Foreis: Office issuei a statement on Februcry 29 «ich urged 
the oublic to foreswear violence, This statement saia that, contrary to ru ors, 
the United States is still seriously consicerinc the formal Panaaisanian request for 
a showing of its flaz in the Jone, 










On March 2 the actin~ secretar; sent a telesram to Acbassa‘ior Ner-in ton 
commeading him for his vart in forestallins a demonstration, ana askin;s that he 
express to Governor fotter and General Gaither the Department's anopreciatiozn for 
helpinz create a situction which mininizec the chances of a march on the Zone. , 


liow that March 1 has passed without a major incident, i* is vossibl* we will 
have tine to work out a naw ~olicy with respect to Panama without bein; subjected 
to further oresrure tactics by tiie Panamanians. 








VW Drafted by C. Allan Stewart, Director of the Office of Central American \ 


and Panamanian Affairs, 


VY The Actine Secretary of Stote conveyed this mescaee to Ambassador 


Herrinzton in tel. 329 to Panama City, “Mar, 2, /719,(0/3-240) 
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wi For the text of the Department of Commerce and Related Acercies Aonrorriation 
Act of 1961 (Public Law ®6-1,51), enacted on May 13, 1°60, see 71; Stat. 93. The text, 
- +) . , “ran + . e 7° .«s > wre’ —s 
of the Gross imendmert is f Ss: "Srovides “other, That no part of any l 





appropriation contained in title IT of this Act shall be used to conrtruct a flagpole, 
platform, or any other device “or the purpose of displayinre the flac of Panama in the 


Canal Zone, the sovereimm control of which is vested in the "nited States Govermdt 


by virtue of lone standine treaty," 4 
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j WwW “Ot attached to te source text. The recor’ cony of the Policy “laminge 
‘ 
staff's study on Panama, entitled "A Three-Staze Approach to the Panana Canal 
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Menorandun of Conversation, by the Assistant Secretary of Stete for Inter-tnerican 


\ffairs (Rubctton) | 
| Confidential Linxit Distribution Washington, “March 71, 19%. 
SUBJECT: PANAMA ar ne ey = 
PARTICIPANTS: 
The President Lssistaat Secretary Roderick 
The Secretary General Persons 
The Secretary of the Arny General Goodpaster 
The Under Secretary for Political Assistant Secretary Rubotton 





Affairs 





- 















Secretary Brucker referrod to the President's memoranmium of 
one month agoAes providing the basis for the meetiag and “nen 
distributed Aes of a paper “Proposed Action by Panams Cana’ 

pany and Canal Zone overnaeaty listin; a ten-ooint susamary o 
a more detailed paper which he Sed to the Presidentf{WAIch the 
latter began to read. Secretary Brucker retained a cépy of ths 


detailed proposal for his own reading but did not have ot.uer copies 
of the basic paper to distribute. 






The President, after a few minutes, ingvired about tie . 
apprentice olan, recalling that he nad heard from an American source * . 
regarding their poor treatment in the Canal Zone training school. 
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General Goodpaster said that Robert Burroughs had been the source «,* 
of this report. ~e- 
Mr. Roderick said that Panamanian a srentices receiv.d the fen, 
same wages as Americans (except the regular 25 per cent foreign c: 
residence differential), starting at approximately £1.00 per hour Di 
and increasing gradually over the four-year apprenticeship to oe 
almost the maximum wage paid to skilled ranamanian workers. He ae 
ayverred that the real problem was that Panamanian apprentices could ’ 
not compete with the American beginners. To meet this, tie new tea 
plan proposes that the Panamanian apprentices compete amor.z al 





\l/s00 fne 2, SuPTa. 
\/ the Panama Canal Company and the Canal Zone Govern ent rroposed, in this paper, 
to aithorize a 19 7% increase in the waces of Panamanian eplovees; to e pend the 
apprentice provran to aduit 25 lanananians annually; to replace 590 substandard 
’ housing units in the Canal Zone; to construct 599 low cort housing units in Pananay | 


~~ 


Parnamas to instal)? a new water nain to 
reduce 
increase t's water euoply to Rag Penana: to meek the rate chares’ for water 


‘ to withdraw the Panama “allroad termsina’ from 


furnivhed to Parmmas to support lerislation tc increase the pension pa'd t« 

4teabled Panamanian oe xplevoes: te increase the ray of teachers in Latin Averican subumd 
schools; end tc contime the review of securily ros'ttionn to keep the mumber at a | 
mintrum, (Sisenhower ‘ibrary, Steff “ecretary Recoris, "*"anww Canal”) 
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themselves. The President thought that the wage structure ws 
eertainly sufficient to disavow any complaint on that basis. 





Secretary Brucker pointed out the link between points 1 and 9 
of the proposed action, i.e. increasing wages of Panamanian 
employees 10 per cent and increasing the pay of teachers in Latin 
American schools; he referred to the link between items 6 and 7 
having to do with the installation of a new water gain to supply 
Panama and a reduced charge for water furnished to Panama; also 
items 3 and 4 were related, having to do with the replacezent of 
500 substandard houses in the Zone and the construction of 500 
low-cost houscs in Panama for Zone employees. The proposed wage 
increase of 10 per cent had been recommended deliberately, rather 
than the 5 per cent increase originally suggested, and the company 
was thinking of making this an annual increment which would, 
therefore, climinate a wage differential between Panamanians and 
Amwericans in 10 years. Mr. Brucker said that the company had also 
deliberately iocreased the number of apprentices from 20-to 25 
per year in its pronosal; since the training period is & years, 
there would be 100 Panamanians in the school at all*tisies; a rather 
impressive figure, he thought. 





The President inquirod about the U.S. treaty obligations to 
the world regarding rates charged chips transiting the Canal. 
Wasn't there some way we could increase the rates so as to 
amortize the original ——— costs for the Canal? Mr. Noderick 
explained that there was in effect a formula with the Congress 
which works in the following way: if the Canal nr See show 
that the retes are too low or too high, the Executive Branch could, 
after a six-month waiting period, recommend c reduction or an 
increase in the rates in order to balance the books. The 
Administration tried in the 83rd and &4th Congresses to include 
original building costs in the financial base structure of tie 
Canal Company accounts, but the pressures on the Congress were 
sufficient to nullify the government's recommendations. 
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The President noticed that there was no mention of tnird 
country chases or the sale of luxury items in the PA's. 
Mr. Brucker declared that the measures affecting these points had .. 
already been placed into effect. be 





Mr. Merchant commented that this action had had favorable eA 
repercussions. Nase 


Secretary Brucker said that his Department was prepared to ee 
move ahead on all points in the company proposal although enabling . 
legislation would required for point 4%, covering construction 
of housing units in Panama, and point 8, an increase of pensions 
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ZF aid disabled Panamanian employees, even tnough ultimately the 
unds for both of these items would be provided by the company. 
The Secretary said that Panama obviously would have to cooperate 
ia iding land for the housing and that some kind of negotiation 
have to be carried out. 


eerSii y Herter said that, while the Department was not aware 
of s of the company proposal, it sounded satisfactory. He 





id that the Department had made a careful long-range analysis of 4 
the problems attendant to U.S.-Panama relations aud that, after :* 
consultation with Mr. Brucker, he would like to come back to the | 
rresident with recommendations. He believed that the long range 
U.S. picture regarding the Canal hinged considerably on whether 
a sea level Canal is to be built and, if so, where it is built. . 

t 


Secretary Brucker referred to a provosal made to the President 
to train anzually 1000 Latin American doctors, nurses and medical 
technicians at Gorgas Hospital in Panama. The total cost vas 
estimated at $600,090 per year but since the governments of the 
trainees would probably be willing; to pay their travel costs 
roughly half of the total, the balance of the 5300,000 annual 
cost might be divided 50-50 between the United States and the 
recipient countries. 


Secretary Herter expressed awareness of the sroposal and 


s ti the Department was studying it. Hie said tlat it was 
an appealing plan. 


, The President opined that the gesture of the crossed flags 
on March 1 had worked out well. Why hadn't we done this five 
years earlier? As though to answer the question himself, he 
recalled a telegram of complaint received from one of his 
brothers urging that the United States make no conciliatory nee 
gesture on the flag. Secretary Brucker stressed that the main v~ . 
point i» that we are now prepared to do something regarding this ts 
problem. He said we should certainly not allow any important , 
anniversary dates in Panama to go by without taking similar steps. 
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Secretary Herter said that the Department would include on 
recommendations regarding the flag issue in its next meeting with ah’ 
the President on Panama. 38 
*«£ 


The President said that the measures included in the company : 
proposal seemed to him to be satisfactory and that the company ° 
should move ahead with then. 


General Persons asked the President whether the various 
items should be given to the Budget Bureau for consideration. 
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General Goodpaster asked whether stens should be taken with the 
Congress to permit the company MBRRE to amortize the original 
construction costs. The rresident gave ai. affirmative ansver to 
General Persons but recognized that there were problems with the 
Congress and with the shipping interests on the second point. 
The President pointed out that, with respect to any long range 
decision on a sea level canal, it should not be built in Panama 
if that country is uncooperative. 





Secretary Brucker alluded to the subject of rates charged 
transiting ships and said that a very careful review would have 
to be made before attempting to obtain approval of an increase. 


Assistant Secretary Roderick said that a study was now being 
made, looking toward legislative action, to enable the company 
to pay the government of Panama out of its own funds the $1.5 million 
increased annuity, resulting from the 1955 Treaty, since the 
authorizing legislation flowing from that treaty had required that 
the State Department seek an annual appropriation to make this 
increased annuity, although the original $430,000 annuity is 
still paid out of company earnings. The company is also 
considering steps enabling it to add $20 million to the financial 
base of the company, this being the cost of the bridge now under 
construction, in order that this might be chargeable against 
earnings, at least insofar as interest, which is aow being 
charged on the base annually, is concerned. 
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Confidential Vashineton, April 6, 1960, 
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SUBJECT: Long-Range Program for Panama 
State: » 
PARTICIPANTS: The Secretary ee 
Under Secretary for Political Affairs Livingston T. Merchant 


S/P - Assistant Secretary Smith 
OAP - C. Allan Stewart 


M Er. Long 
Defense: “WO s09p, 
Secretary of the Army Wilber M. Brucker 


Assistant Secretary of the Amy George li. Roderick 
Deputy Assistant Secretary of Defense ( 154) dobert Knignt 
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The Secretary opened the meeting by expressin,; ais delight 
at the nine point program for Panama which tne Deparisent c. tne 
Army had prepared and which was to ve amounced by iwans of a 
White House press release. He expresced the hope tnat the Depart 
ment of Defense would be able to find the money for pay incveases 
for Panamaniaa employees of the US armed services. Mr. Roderick 
said that there was now no problem oi this issue and that he was 
hopeful it would be resolved by the end of tne week with the press 
announcement coming out some time bevore April ly». lie saiu the 
pay increases would go into effect on May 1. He alsw propo.sd a 
new sentence in the draft press release which woulu nighiigat the 
fact that this prograa was not an afterthoug.it and reflective of 
submission to Panamanian pressure but was something which was in 
train before the November riots and would have been implem ated 
before if the riots had not taken place. The Secretary agreed with 
this change with the addition of the thought that tue delay was > 
also caused by our own legislative procedures, x Ve: 
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Significanc e of Panama 





Turning to the reason for the meeting, cue Sec.viary pointed 
out that we had been looking at the Panama problem irouw a loug- 
— viewpoint and that we were considering Panama in the overall 
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\V/ specta Arvistant to the "nder Secretary of State for Political Affairs, | 


V7 ‘or the text of the “hite “‘ouse press release of Avr, 1° ar nounc’ ne the nine 









point prorram for Panama, see the Department of “t-te Mulletin, May 14, 1960 
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mosaic of Western hemisphere problems. Malcontents in the 
hemispnere today were not rallying around Lenin or Stalin or 
Khrushchev or Mao but rather had adopted Fidel Castro as their 


. Symbol. He observed that it was our wish to avoid particularly 


the increase of sentiment favorable to Castro in Panama where 
there was much social pressure on the part of unhappy elements. 
With this in mind he wanted to propose several changes which 
he thought would contribute to a more effective US operation in 
that country. 


Panama Canal Company Board 


First of all, he stated we would like to have a State Depart- 
ment representative at a senior level on the Panama Canal Company 
Board of Directors which he understood now had thirteen members. 





a@We did not want to displace any current member but thought that, 
@yuntil an opening occurred, the State Department representative 


could be an observer with a political voice. Secretary Brucker 
replied that he Rad no objection to a State Department observer 
but that his concept of the Company was that the Company was 
strictly a business operation with a Board consisting of high 
level businessmen. He alluded to the appointment of Commerce 
Under Secretary John Allen to the Board whicn he had approved 

on the understanding that Mr. Allen, an experienced businessman, 
would conduct himself as a businessman rather than as an official 
of the Department of Commerce. Secretary Brucker yuestioned 
whether it would be a good thing from the Department of State 
Standpoint to nave an official on tne Board. Tne Secretary 
assertea that our concept alffered completciy from Secretary 
Brucker's, We had no desire to interfere with the ousiness 
operation of the Board but we thougnt it important that one voice 
of the thirteen be a political voice, that there should be a 
member of the Board alert to political implications of the 3oard's 
actions. The Secretary stated that, if reyuested to name the 
State Department Board member, he would nominate Mr. Merchant. 
Secretary Brucker then stated that if this was what the Secretary 
wanted it would be acceptable to aim. (Note: Secretary Brucker 
seemed even happier when the Secretary pointed out trat 

Mr. Merchant nad considerable business experience berore joining 
the Department of State.) 


Panama Canal Company Stow. 





The Secretary then raised the yuestion of the stock of the 
Panama Canal Company, the operation of which the President has 
delegated to the Secretary of the Army. The Secretary thought 
it would be a good thing, in order to avold the military impli- 
cations of ownership, to have this stock transferred to the 
Secretary of the Treasury. Secretary Brucker stated he was not 


“ae to discuss this subject and the matter was dropped. 
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#. Governor of the Canal Zone ¢€ 


The Secretary said that we had given careful thought to 
-the problem of the Governor of the Canal Zone and it was our 
firm opinion he should be a civilian. Secretary Brucker observed 
that there was nothing in the statutes which would prohibit 
this but stated the Governor of the Canal Zone, who was also 
the President of the Panama Canal Company, had traditionally 
been a Corps of Engineers officer. He thought this precedeat 
was a good onc, that it should be continued and that it was very 
proper, The Secretary said he knew that the leading candidate 
for nomination as the new Governor next month was an engineering 
officer of great stature and that he would have no quarrel with 
his designation. However, the problem was one of principle and 
@he thought that, in principle, the Governor should definitely be 
a civilian. Secretary Brucker said that it was such an important 
thing to have a Corps of Engineers officer heading up the Zone 
and Company, that the Corps of Engineers' tradition was a great 
one in Panama. He said that certainly we would not want to nave 
a run-of-the-mill politician as Governor and that we would not 
want to have two civilians, the Ambassador and the Governor, 
involved in Panama and Canal Zone problems. It was most important 
to have a professional engineer giving professional advice on the 
Canal Zone. The Secretary responded that he did not quarrel, of 
course, with the efficient operation of the Cunal itself wut 
that he might argue on the issue of a military officer as Governor 
and involved in relations with the Government of Panama. de said 
that, while he took adsolutely no exception to the prospective 
nomination from the Corps of mmgineers for the new Governo:, he 
thought we would have to reserve our positions on this issue. 
Mie said that. assuming a civilian candidate and a military candi- 
A cate wer’ of equal stature, we would prefer the civilian, it was 
a question of judgment. 


Secretary Brucker responded that the nominee fcr Governor 
would have to be confirmed by Congress where of course the corps 
of Engineers was very powerful. 
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The Secretary then sala “we agree to disagree", that he 
thought it luaportant that we settle this matter in principle 
for *he future. 


+ 


Mr. Merchant said the problem essentially was that the US 
exercises sovereignty over a narrow strip of land bisecting the 
Republic of Panama. In these modern times it was essential from 
the standpoint of our political relations with Panama to avoid 
the image of military occupation, which the concept of a military 
man as Governor of the Zone represented psychologically. He said 
that certainly the Corps of Engineers would continue in its 

ao technical capacity. The Secretary agreed that the 
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cian was essentially a psychological ome. Jecretary eodne ak 
replied that he just did not agree «ith the Vepartment of State's 
position on this and he strongly recommended reconsideration of 
it. He stated that, in his opinion, the Latin Americans had a 
tremendous respect for US Army officers and that this was an 


important aspect. 
Primacy of the Ambassador 





i 
The Secretary said another problem which he would like to te 
address himself to was that of the difficult position inherent ; 
in the presence of three top-level American officials in the 
area, the Ambassador, the Governor and the General 
the Unified Command. He said he felt it important to affirm 
the primacy of the US Ambassador in Canal Zone matters relating 
to the goverment and the people of Panama. Sccretary Brucker 
observed that the military had no disposition to look at things 
in Panama other than eye to eye with the Ambassador. The closer 
the relations the better, and this has been the traditional 
situation there: The Secretary said this must be the understanding 
between the two Departments and Secretary Brucker replied that 
“we will work with you on this”. 


New Canal 








The Secretary then turned to tne problem of the new Canal 
and said it was the Depertment's fecling that a governmental 
decision on this should be made as soon as Sssivble. He said he 
understood that the Panama Canal Company had Just completed a 
study recommending the construction of a sea level canal. 

Mr. Roderick interjected that the Mcrchant Marine and Fisherics 
Committee of the House was publishing a report on this subject 
done by a group of highly respected engineers and that the 
recommendation of this report would be the construction of a 
third set of locks to the present canal. He understood that the 
report recommended this because of the diplomatic problem of 
negotiating a different route for a possible sea level canal. 

He said he had heard that the Cabinet was to consider the Panama 
Canal Company report on April 29 and that perhaps this consider- 
ation should be undertaken beforehand, i.e., before the Merchant 
Marine and Fisheries report was made public. 


Gorgas liospital Project 


Secretary Brucker asked how the Gorgas Hospital project was 
pregressing. The Secretary said he understood ICA was actively 


and favorably studying it. He hoped that the necessary funds 
could be found, 
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The Secretary then mentioned the flag problem and observed 
t the Department felt, that given the present attitude of 
ress, nothing formal could be done in this regerd at this 
ime. He hoped, however, that the Governor would continue, on 
table occasions, his ceremonial crossed flag project which 
was so successful last month. Secretary Brucker agreed. 
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letter Tron the Secretary cf Stete to the Secretary of the Anz (Srucler) ¢— Vy 
con*i dential Vaghinzton, April *, 1°40, 
} 
‘ 
Dear Wilder: 


It was good of y~u to come over on Wednesday, V 
to discuss Panasa wi .i us anc I found the meeting 
most helpful. I hav. been pondering the various 
probless since our meeting and woule like to set 
Gown ay view as to where we stand and where we should 


5°. 


We weren't able to come to a meeting of the minds 
on the civilian versus military Governor issue. 
Although the President has now nominated a military 
officer for a new term as Governor of the Zone, I 
think we should still establish the principle that 
the Governor of the Canal Zone should de a civilies. 


I was Gelighted that you accepted ay informal 
Sugsestion of Livie Merchant as the Department of 
tate representative on the Board, when a vacancy 
appears, but 1 am not quite clear whether you accepted 
Livie as an individual or as a position. I think it 
important that the principle be sstablished that the 
Department of State will be permanently represented oa 
the Board of Directors at the Under Secretary level. 


You said that you anticipated no difficulty in 
affirming the primacy of the Anbdassador in natters 
relating to the goverment wod people of Panaza. I 
hope that this can oe regularized by an executive 








order something along the lines of Executive Order 
\3/ 10574 anc I plan to send you in the near future sone 
/ Graf language on this for the President's subse juent 
consideration. 
\V, The source text was attached te a nenorandm from “erohant to lerter dcted 
the Seoretary had failed at TI ’ 
» "> in witch “erchant merested that, » 70 ements eater neeting 





> 
to ctbtain fina roc aoe : anama proposals, the 


| C t+ eft one 
Secretary should send Grucver a letter in wiich he rettersted ‘iz A 
Necthve y ’ o\:o thy: rut 7 and ®rocker a 
en “meride ! (>*t ite have an early discussion of them with the 
/ 


President. (ARA/PAY Files, Lot 45 D174, *Policy-"anana 19%) 
y Apr. Me 
3/ ?- , 
yY eciden.* € itn nh ewe ér ; 
. Taqn04 iu + ive onde, 


1@ S75 os. Nev GO 5% Fon the tere ce | 
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I think we neglected to pin dom the procedure 
for securing a policy Gecision on the sea ievel 
canal. It is most important that we agree to put 
this problem into the NSC machinery a5 soon as 
possibile. 


On the gjatter of the flas, I understand that we 
were agreed that no Gecision be taken et this tine 
with respect to its daily display in the Zone out 
thas on all suitable holidays the Governor should 
exnisit the amall ceremonial crossed flags as he did 
on March 1. 


I believe we should take our various proposals 
to the Presicent for decision on a fairly ursent 
basis, If you would let me know in the next few days, 
etter you have hac the onportunity to consicer this 
letter, we could then arranse a mutualiy convenicns 
appointment with the President for this purpose. 


with warmest personal resards, 


Most sinceraly, 


1395- 
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Editorial Note 


wsecndiing-to-ite-Resens-ef-hettonn, the ‘National Security Council, at 


“~~ 
its hh” st meeting h ont 
Pan ting held on April 14, 1960, concurred with a proposal submitted by 


the Plannine "oard ot +se— ati ene} See rity Couneit 
% oard ef ; spits that § 





\\ . 
} A U.S. policy should be developed during this Adminis- 
tration on the long-renge national security interest 
in inter-oceanic canals across Central America, including 


d 
consideration of the future of the Panama Canal, a possible 


—— ee nn oe 


j new see-level canal, the question of internationalizetion ' 
of such cenals, and the appropriate assignzent of responsi- ’ 
bility within the U.S. Government regerding such canals, 1 


° 


On April ? off. P Sdent 74 
In April 23, 1°59, President Zisenhower approved this paragraph as 


NSC Action 221%b-(2), 


(S/Se"BC (173 17 j 
Ss = wi e t ” 7 ster 
SC scellaneous) Files, Lot 646 D 95, "°C Records of Action) 
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pereonnel suest‘ 


Confidential 


_ 


Mimtes of Cabinet Meeting, White 


~ 


The following were present: 


President Eisenhower 


Vice President Nixon 


Mr. Loy Henderson 
for Sec. Herter 
Sec. Anderson 
Sec, Gates 
Mr. Lawrence Walsh 
for AG Rogers 
Mr. John McKibbin 
for PMG Summerfield 
Mr. Royce Hardy 
for Sec. Seaton 
Sec. Benson 
Sec. Mitchell 
Mr. John Allen (in part) 
for Sec. Mueller 
Sec. Flemming 


Amb. Lodge 
Gov. Hoegh 
Mr. Stans, BoB 
Mr. Staats 
Mr. John McCone, AEC 
Dr. Saulnier, CEA 


[tte 
i\Here follovs a discuesion of the dra” 


incerground muclear explortons 
a . sind 


pn ewe oe the 4% = . 
sonvrress at w@ resident delivered on 


ns; and a decer’: 








PIY—-S YFP 
Eisenhower Library, “hitman File, Cabinet Series 1397 { 


Neuse, ‘‘sshington, April 2c, a 








Sen. Morton, RNC 
Sec. Brucker, Army (in part) 

Mr. George Roderick (in part) 
Amb. Julian Harrington, Panama 

(in part) 
Dr. Edward Teller, AEC (in part) 
Dr. Gerald Johnson, AEC (in pert) 
Mr. Merrill Whitman, Panama Canal 
Company (in part) 


Mr. Morgan 

Mr. Kendall 

Mr. Merriam 
Dr. Paarlberg 
Mr. Harlow 

Mr. McCabe 
Gen. Goodpaster 
Mr. Robert Gray 
Maj. Eisenhower 
General Bragdon (in part) 
Mr. Harr (in part) 

Mrs. Wheaton 

Mr, Patterson 

Mr. Minnich 
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a sea level 


. Mr. Brucker picked up the subject of 
the plan 


jan Canal ; 
— Teller had discussed in part. (He Sass thet 


canal, which Dr. 





' - 
7 +h "9 a 2 - aaw . , - . _ ‘ ~ - 
\ in wie course of his presentation rerarding Project Plowshare, Dr. Edvard Saft. 





Tea? 7 Af 4% , on’ y= an 2 
eller oc e Atomic “nergy Commission stated that the excavation of a sea leve} 
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Ll thromgh 8 Ventral American Iethmus vcrovided +t} est example of how nuclear 
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for cleaning up the existing canal, approved in 1959, will continue 
through 1968, but the need remains for settling on a long range 


6 olution. 


Mr. Roderick said that the 1947 study of requirements and of routes 
remains pertinent in all respects except for the possibility of using 
nuclear explosions. He then went over the various possible routes : 
and their costs. He concluded that a sea level canal is best since it 
can handle the heaviest traffic, at the most economical rate, and 
would be less vulnerable to attack, 







Mr. Roderick commented that the Panama Canal Company is now very 
experienced and could carry on with the new canal. 


Mr. Roderick wanted to propose, subject to the President's approval 
of the project, some public announcement of it, even though further 
nuclear development was required prior to actual initiation of the work, 


The President said that the biggest problem now is the determination 
that will have to be made as to our foreign policy interests -- that is, 
whether to stay with Panama or to consider switching to Colombia. 
He thought that the additional cost of routes other than those in 
Panama was a very secondary factor given the long term usage of any 
canal. Mr. Roderick thought that the financing could be similar to 
that of the St. Lawrence Seaway, and that even the more expensive 
canals could be paid off by using higher tolls than now charged. He 
noted that there had been no increase in tolls since 1916, 


The President repeated that State should get to work now on its part 

of the problem. Sec. Anderson thought that State should also consider 
the fringe economic benefits that would accrue to whatever country 

that became the site of the mew canal -- for instance, Colombian 
economic development would be greatly advanced if the switch were 
made to it. Mr. McCone did not want the Mexican possibility dismissed 
lightly, even though much more costly, since it would save much time 
for ships traveling between the East and West coasts of the United 
States. Mr. Roderick said that a study showed various savings for 
various routes, but that Panama currently is on the direct line of the 
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The President stated that anything that binds Mexico closer to the 
United States is in itself worth a billion. The Vice President added 


that the matter of stability of local government is a question with 
which State would have to be concerned and is of very great importance, 


Sec. Benson asked if it was planned to discontinue the present canal, 
Mr. Roderick replied that this also is a question for determination 


through State Department. 


Mr. Brucker inquired about informing Congressional Committees of 


this proposal and of publicizing it. Mr. Henderson asked that the 3 
question of publicity be deferred until Mr. Herter's return on May 6th. Y 





that took hin to London, to Tohrar 


trip, see Departnent of State Bulletin, April li, 


sf 


hel te 


WS secretary of State Herter departed ‘lashineton on Apr. 26, 1959, on a trip : 


for the CliY’TO Council meeting, to Istanbul for | 


NATO Council meeting, and to Athens, Ye returned to ‘/ashinzton on Xue 


‘fie 


May 6, 1950, For the texts o” the Department of State press releases concerning his 


ese = he, Maw 992. IOLA ’ 
19 ] De l , and AY c “9 lo ‘sy 
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Mr. Brucker felt some urgency with regard to Congressional hearings. 
The President thought that no great problem was involved in the basic 
report submitted by the Panama Canal Company, rather it was in the 


things the State Department needed to consider. He directed Mr. 
Henderson to take it under study and discuss it with Mr. Dillon in the 


absence of Mr. Herter. 
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°° Presidential Cabinet Meetings, Lot 6% D 3°9, CP-9 





Memorandum from John 4, Stutesman, HR to the Assistant Secretary of State for 








American Affairs (Rubotton) ——e — 4 
Inter-American Affairs (Rubotton KX v7 
Cabinet Paper - Privileped Washineton, May ?, 1°69. | 
; 
‘ Ietrstan Carel Flans - 190, d bevort of the pia 
rename (anal Corgany ioarc ci “irecters ia 
: i 
' ’ 
7 Attached for your infersation ant appropriate action ise an excerpt | 


from @ draft record of actio: of tie Talimt meeting of April 29, 1960. _ 3 
This record of action has not yet Leer approved ty the President. \/ 


ik. Isthutan Canal Plans, 1%0 (cP = 60 = 108) 


‘"* ACTION: © a)> Subject to the further consideration mertioned in whe - 
paracraph t(i), ard teking into sccount, in edcition to 
the ;ointe raired in the Catinct paper, 

i) the relatively cirdniched isportance, “ 
in the long run, cf the estimited differerces ‘Serre Fe 
in costs, when judged araingst other considcre . 
ations, and 
24) the possitility of nirpter tolls tecause of foll- 
speed tirengit, : 
the President incicatec his favorable inclinetion to the ’ 
Recomondetions of CP «- 60 - 108, with the proviso trat 
the meclear excavation of a trant-Yexican route be 
included as one of the most likely «lternctives — thie in 
view of: 
= the friendlinesr of Uie rexican “overmment; 
— the cevings to shippers in the lessened coart-to- | 
cosst cistance. 


b) The resident requested the staff of the lepartrent of bas 
Ftate to prepare for ure upon the return of Acting focretary ) 
Pilicn waterials on the basis of wrich he ray acvise the ! 
Prerident as to ; 
| 4) the diplosatic considerations involved in ~*~ . . [=e 
negotiating respectively « iaxican, Cclozlisn ; 
or fareranian route, this ratter leing - ; 
scheduled for a suleequent necting of tie “ational 
Security Councils 
the recommendation af Jecretery Proczer, iets 
that favoretle coneideratior. chould be riven to 
roleaging the text of Ci = €0 ~ 105 anc/ or a (_ 
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Administration. 
e 
\A/ The source text ‘s an unsiyned carbon copy, 


s ceor ‘n° ae! -Aa- ny joes 1a? wy Pac £ e - - * C 4 ™<4 
\e* “0 @ memoraniim cated “s rom John A, Calhoun, the Director 


- wT a4 e ~~ i °° 
of the Exec tive es to Secretary of Stote erter, the Pres‘dent on May 5 
TELOKO WC re © 
! approved the, draft record of action, of -the-Gabinet-mesting—onimiy—20, 


(Previdential Cabinet Meetings, tot 67 D 350, cr-0) 
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- related interin statement in the very near fatcre, 
and thus ensuring tiat tle Adcinistration receives 
the credit for the new proposals which ite initiative 
Cceserves. 


witted to the ‘«partrent by tie Secretary to the Cabliet, hr. totert Crey, 
on April 12 uncer cover cf Catinet Faper 60-)08 és noted, the iresident 
requested that the Acting fecretary of Stste acviac hin wether a recormend- 
ation by Secretary of the Arry irucker, thet "the text of Cabinet Ferer 
60-108 anc/or a related interin statement be roleased in the very near 





APA, in conecltatior with S/Ar and £/*, is requested to ceternine 
whether, in the Tepartmert's view, this cocunent might now te releasec. 





With respect to paragraph (b)(1i) above, the sulject report was trans- — 





futore", was agreealle to the lepertsent of State. _ 





a A mecorerndun for tho Fresident should te prepsred for the sigmtire of the 4 

Eh. seting secretary outlining the Department's view on this mstter./ we — 
a & s should he received, under cover of an appropriete memrardua — 
2° 5s the heteng Feeretaryy ty 3:00 par. today, Say 2. 
fs : 
—_ += >= 
< © | 
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& Join ®}. Stutesman 
x Cabinet Assistant 
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’ 
Vf ror the Acting Secretary of Stote's memorandum of “May |; to the P-esident, 
é 
see infra, 
—_—_—_—_—_——_—— 
\Y rivottonte menoraniun of May ? to the Acting Secretary of State is in the 
’ Rubottom-fann Miles, Tot 47 D11°, "Panama 1967, 
i 
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Rubottom-Mann Files, Tot 6? > 118, "Panama 1960" 


Memorandum from the Acting Secretary of State to the President 


Cabinet Paper-Privilezed 


SUBJ ot [: intl. 


of 


Lv 


hitch reference t: 


at the ~(adyinet meetis 
saderarton be  iven * 
Canal llans }yo)' 


toe very near tuture, 
erouncs, an ewbargo b 
of this report until 
been tormelated in ti 
review and approval!) 
for tais mattir to 


Prematur releas 
(angi + ians = 1960" + 
in er taocltehtas favor 
ne@potiatiwas ter @ im 


dectde upon 4S & re: 


the Goctiment 3°* this 

ty adverse .v aifect « 
—« 

septs ett athanre fneret 


ow & J woen tiuds re 
sicer.c at toe same 


tue J .* 


tk 6VOU Binotiid w 
to discuss with vou 
eilderctions involved 
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Washineton, May |:, 1960, 


~mnendution Ayainst Kelease of Text 
‘P-00-108, ‘Listhnmian Canal Plans - 
yi 


Secretary !rucner's recommendation 
of April Zy thet favorable con- 
releasony, * 10 text of | isthm.an 
Jor & celate! interim statement in 
L cecwwrendc sive, On foreign poiicy 
placed on tic lease of the contents 
lon,-tanpe Istivalan (saal poricy has 
Natione] Secucity Couneil fcr your 
widerstaod i: af nae owt plens call 
> up iv the [Su this sumer. 


of intormalion contained in istinmien 
iid wereaciy « p.jcats «ur prob lems 
le preconditions to sstistactory 
Uanal at whats er to ition uty be 
Lt of ASC couside.ation. Release of 
rrticulas time would aise be Likely 
posture in co @ pucleac test ban 
e, I socom. i Coat i yuestion of 
“ased sioule « con- 
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f ‘ay 5 to Secretary of Stote Merter, 


the President, in aid‘tion to approvine the draft record of action of the Cabinet 


mectine on Apr. 


arainst releasing the text of the Panama Canal Company's report. (Presidential 


Cabinet Meetings, Lot 5" D 359, CP-9) 


29, also accepted Acting Secretary of State Dillon's recommendation 
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Letter from the Acting Secretary of St-te to the Secretary of the Army (Brucker) V4 


Washington, May i, 196°. 


Dear ir. Secretary: 


i refer to your letter of Apr: Apri: .) to the 
Secretary of Sta ng for the crart language YY was 
& proposed Execcut Omder concernin; the status of 
our fosbassador to the Republic of Panama and the 
agenca of the other Panamanin: topics for discussion. 
This was in connection with ti.2 meetings on Panana 
scheduled for May 10 and Tay il. 


' 


















” 
ive) 
— 
< 
— 
=u 
< A3 your office has alrercy beon informed by 
5 telephone, the Secretary has request: d that these 
Zz neetings be postponed until ¢fter the Sumait(in View — 
Ss” of the fact that ho will have only three worting aa: « 
= aere between his return from Tehran ond Iiteal 2 
e. : his departure for the Sualt. 
ey “ith recpect to the cxecucive vicuer we Nnve nse 
of complesed our study but wili of couric: semi ,ou a 
we cOpy when this is done, It io my unccrstanding thac 
wa the sv sgested agenda will be along ti.c lip2s of the 4) 
 & secretary's’ letter to you of Apri’ bu% we che.il ve NG 
<z in touca with you again after the meetings hive bern 
By ro-schcduled, 
. Sincerely yours, ‘ 
ivi ts palin . 
Acting iccretary i 
, ee _ ' 
" \/ Drafted by Lone. | : 
7 Not printeds 611,19/1;-°960, 
. ~/ The Acting Secretary of State war referring to the Meads of Goverment and 


Chiefs of State Mectine in Paris, May 19-‘ay 71, 196°, Documentation concerning tho f 
‘ 


i ‘s orinted ‘n vol. TI. ‘ 
sv’, 7 
- f 
WY Arte, De . --—- \ 
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On May 8, 1960, presi‘ential electi 


successor to Presi'‘ent Ernestc 


he assumed office on October 1, 1 


paign is in Department of Sta’: 
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Memorandum from the Actinre Secretary of State to the President 7~ ~ —— VY 
cabinet Paper-Privilered Secret Vachineton, May 79, 1960, 





Subject: Diplo at.c Co: aiderrtious .n ue jotialing 
An instimalen sea Level Vanal :.ocute (Lv -uvelts) 





with reference to your request at the Cabinet meeting 
f ipril 29 that you be advised of c nolomatic considera- 
tions Llavelved in nevotiatine a route for an istanzian see 
level canal to ve constructed by nuclear excavation tecie 
niques outside the Canal x.one, 1 prosent some conclusions 
for your corsidcration, 


> atl 
ie. * 


= 
v7 
a 
= 
cod 
= 
=u 
Se Mexico: nile it is difficult to predict accuretely . 
ts what estate of our relations with any of these countries 
= will be a decade hence, .exico nos wade it cloar tuat it 
5 would require couwplete control over a .shuantepec canal P 
ra free frou any forvizn iufluence, inclucing the united ’ 
Stetes. ie@xico's wolleknown seneitivity on suvoreipn'y 
«® matters end its extreme reluctance tu cuxperat: in co. on w 
- devense »roble ws are otrer factors vruc.: mst Le consg.cored, 
o= its present policy of frilendshi. tower. .s is .vlativeiy ° 
“= recent 21.4 not nocessarily perrunent. - 
te ad 
3s 4+ would alwost certsinly ws.it sovereignty vuver — 
a5 a uow ¢ » & Substantial shears of tue orofite, and o igs 
we stron: voico in ita operation, “ith to defense respon- 4. 
: s silillty priomrily ourr. Lo. 
+? 
niseraswuas .c have trent; ri, .te 1. icsia va buts ~~ 
no.otiations ior ae canal route wuld i. required not caly ms 


with thet country but also vwitsu one or wre of tas ne! swore 
in, states of Custa nica, Ll selvecor, ond won 'uras concern- 
ing any rights tley may nave in the arca of tne solectud 
route, nis was specified in tre vnited statos Jonate's 
nt to the ratification of tne uryr.ievhamorro ireety in 
it ls theroforo clear timt acguiria; tio rit o. 
ay ior a ‘icaroe,uen Canal worl) involve very co wmlex 
rotiations afiecting four cow.trios -- a wost difflouit 
r ne 















t oased om our half-century expericnce with 
anama, is cloar thet we will never be granuved the sax 
broad rishts we now nuvo in the Canal vone, Additionally 


es mutually antiefactory arran ownt .ould be required 








——_— -—- - oe ~ © | 


t V/ Drafted by Sharpe 





7 Tor the text of the TrvaneThamorro Troaty signed at Yashincton on Auge ©, 1°Lly 
* e e 5 se if, 3 + 
ratified, srith amendnents, by the Inited States Senate on “Gb. 1", 19163 and entered 


into foree on June 2?, 1914, see 10 Sevans 379. 
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to permit abrogation of our present treaty structure with 
that country. This should preferably Le an econouic 
assistance prozgra: to assist Penama toward political and 
economic stability and to reduce its devendence on canal 
revonues. Such is clearly within our capabilities, if 
underteken and pursued with reaolution and adequate ro- 
sources, 





Further diplouatic consideiation co:mon to all potene 
tial sites is the reaction to tae exsploymont of nuclear exe 
plosives for construction. The problom of creating the 
proper psycho-political atmosphere will require an ex- 
haustive testing and development prograa in the contineotal 
United States to prove that no hamsful effects would be 
suffered by local populations. ioreover, our cormmitnents 
under any future intornational agrec.ents on nuclear cone 
trols would have to be considered, 





in the livht of these considerations, i believe it is 
remature to attempt within the near future to seloct a 
ocation for a sea level canal replacement of the Panama 
Canal, The Report of the Panama Canal vompany which tie 
Cabinet has considcrod ostimates that if its reco mendae 
tions are accepted we hevo approximately ton yerrs to pre-e 
pare the way for nezotiations on a locrtion of our own 
scloction, ialle i Lellove thore are stron; auventagos in 
ur makings a docision in princlple in .avor of a sea 
evel canal -- siiould the Natiousel Jecurity Vouncll so = 
recommend -- | believe the location should be ceferrod ae 
~~ -F 
ad 





' until we have had an opportunity to formulate end implement 
policies which uivht considerably improve the prospects of 
long-range stability within both Paname and Colonmble, 
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/8/ DUUGLAS DILLUN 


Acting Socretary 
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™isenhower Library, “erter Papers, Teleptom Conversations Gna” Fag | VV, 


Menorandum of Telephone Comrercation, Prepared in tr °fft f the Secretary of Ntete 







°. 7 


» « 





Mashington, ] 


- - 
| «<a 
. 


MEMORANDUM OF TELEPHONE CONVERSATION WITH 
THE PRESIDENT - 


The President telephoned and said normally he never sends 
any message to the Secretary by one of his Ambassadors, but the 
esident said he had just been talking to our new Ambassador to 
alabout the problems still there and that Ambassador Farland 
brought up something the President XX never knew, i.e, he said 
that Harrington started the custom of flying our flag only 37 days 
a year over our Embassy. The President said he told Farland that . 
with Harrington gone, a new President, the Governor gone and Gaither 
‘gone, maybe this would be a good time to make a little arrangement, 
beginning on such and such a date, to start the custom of flying the 
flag all the time over our Embassy and to fly both the American and 
the Panamanian flags from poles of equal height at the Headquarters 
of the Panama Canal Zone to demonstrate our recognition that residual 











ests with Panama, The President said he told Farland to 
ask the Secretary to look this idea over to see if the Secretary thinks 
it is a good thing, and if the Secretary does think it is good, he could 
check with the Army and then the Secretary could put out a directive 
or the President could, he didn't care which, The President said 
perhaps we could just make it the day after Congress which would keep 
Flood from going crazy. ‘The Secretary said Flood is threatening all 
sorts of things; Mavcisterpaxkctiieppys The President said Farland 
might, although we don't have the authority, make the proposal to the 
new President and see if it couldn't be worked out so this could be 
accomplished--not announce it, but just see if we can just do it, 
The Secretary said he would give this the most careful consideration, 


MOO Secretary then said he hoped the President had liked Ambassador 
Farland, and the President said he did; that he had met hia before, 
The Secretary said he has done so well that we hope he will permanently 


tere s/n join the ranks of the Foreign Service, 


sovereignty ‘\ 
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Menorandum from the Director of the Executive Secretariat fCalhoun) to the 


President's Staff Secretary (Goodpaster) / —— QY 
Washington, Aumust ??, 1960, 





‘ai ject: fenutor Ureen’s Jatt. 1 Palen A tin 
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t \U/ oratted by Sharp on Aug. 15. 
7/4 copy of Senator Sreen's letter of Aug. 1? to the President is attached to 
the source text, wu" a at ‘ded nete, 
\3 fia ter J. Stoessel, Jre, the Deputy Director of the mecutive Secretariat, 
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Vear i enator Ureen: 


Further to my iettur of Augus. -.ftcenth fan reply to yours a NY 
utust tw ifth to the Tresidont, concurring the progrma Jor the in 





provenent of relrtions botwoenr tbe nited tct-o aml Panna which 
the ‘resident ™prove. m ‘;ril ninc-centh, I a pleted to be able 
to informa you of the followir,;, sclions which hve boen taken on gach 
of the nine points contained in the prozran. 
foint 1. .rovision wre ude or ™ inecrerse oe! fective 
May 1, 1960 of 10 perce nt in the woos of per ons in the 
mp2 warinte CNL fuPiese 
Point ?, The approntic. training progran wes expanded 
by the appointment of ?/ tannaenian ap; rontices in July 190), 
to wore than the womb vr ori fd olly @ ocitied. 
,vint 35. ho corstruction of 500 Louin, weit in the 
Canal Yone is scheduled in the Cap itis cae. 1 To ram vs the 
Panama Canal Company beyinnin; in #¥ 1960. The provram now 
davelsped provides for the const: uctiun of LOO unit. in cech 
of the fiscal yours L/Ol, 1962, 1963, and 19Gh. ivelve units 
wore be un in FY 1960 and compietion ov. whe provsrm is 


¢ 


scheduled in #*Y 1/65 with tho construction of 6b cpercanits. 








WS 4 copy of MeCabe's letter of Auze 15 to Senator Green is attached to the 


source text, but not ptivvded. 
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2 developed for construction and financin of 500 housing units 2S 
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ju arwan for Canal 2am owlhryese tt is vw. roto that the 
evelopsert ion Suna i muthly onherir is fn .Ywposal ior 
a puaremtee 9 privete cn itel puterest « un finweng this 

a project. ' a" Ke “ 


Yoint 5. “he Panama Corel Cowen y hee odvorticed or 
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mace .or the Crastroctiw of aie we hes "> ey Sructs 
wall i det in cl 7 pur 7 vli j } a yey ane 3S Gas 
tids. 
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\¥ evidence has been found to indicate F cake signed this dra reply 


and sent it to Senator Green, 
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. 613.1°/9-160 
Menorandum of Conversation, by the "nider Secretary of 


\ ane ~“[ffairs (Merchant) )\ 
“ashington, Septenber 1, 1°6°,GE | 


' Top Secret 


State for rolitical 





SUBJECT: Varicus Frcblems Relating to ‘Panama Including the 
Flag Issue 4 


PARTICIPANTS: The President 
Secretary of State Herter 
Major General Wilton B. Persons, Assistant to the 
President 
Livingston T. Merchant, Under Secretary of State 
for Folitical Affairs 
Wilbur 5Srucker, Secretary of the Army 
George KH. Roderick Assistant Secretary of the Army 
Lt. Col. John S. Eisenhower, Assistant Staff Secretary] pam 
' 


erm a 10) aide pp-tee 











tended tc be jointly signed and jointly presen to the President 
by the Secretary and Governor Brucker as being reflective of the - 
talk yesterday between Messrs. Herter and oe was not given to 
| 


(The attached memorandum for the dpcrece Beng had been in- k \¥/ 


the Fresident in light of Governor Brucker's unwillingness, expressed 
just prior to going into the Fresident's office, to ccncur in item 
IV “Flying of the Panama Flag in the Canal Zone." <acccrdingly, it 
was used by Secretary lierter in his presentaticn.) 


The secretary cf State informed the Fresident that agreement 
had been reached with Secretary Brucker that the Department of State 
will be represented on the Board of Governors of the Panama Canal 
Company at the Under Secretary of State level, the first appointment 
to be made when the next vacancy appears. He said that they had | 
further agreed that each nomination would be a matter for consulta- ll 
tion between the two Secretries. Governor Brucker confirmed this 
agreement and, after a brief discussion of the topic, the President 


gave his approval. 


The Secretary of State then informed the President that he and 
Governor, Brucker had agreed it was neither necessary nor desirable to 


= 








| Want meesing PO Sem oh Tam, | 
VS me intended menorandun\for the Fresident is not printed, 
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of the Canal Zone should be civilians. The Fresident remarked that 
yeers ago the defense of the Canal Zone was the most important 
element in cur relations but that with the development of missiles 
this factor was no longer controlling. Hence his general thought 
was that whereas the management should be in the hands of engineers 
the Governor should be a civilian. He agreed, however, that eny 
such decision should be deferred at this time and left to the next 


President. 


fes'the at this time to establish the principle that future Governors 


The Secretary of State then reported his agreement with the 
Secretary of the Army for the establishment of the primecy of the 
United States Ambassador over the Governor cf the Canal Zone in rmat- 
ters affecting the relations between the United States and the Ke- 
public of Fanama or any other nation. He indicated, and the secretary 
f the Army concurred, that they had reached agreement on a draft 
etter to be sent by the President to the Secretary of the Army 
rming He also menticned that the relation- 
ship of the Ambassador to CINCARIB would be worked out promptly i. 
the future by himself with the Secretary of Defense and their agree- 
ment thereafter referred to the President. The President indicated 


his approval. 


' The Secretary of State then raised the question of the flying 
cf the Fanama —s in the Canal Zone. The Secretary said that 
whereas Governor Brucker did nct wholly agree with him, he believed 
that the Panama flag should be flown daily with the American flag 
in the plaza called Shaler's Triangle in the Canal Zone opposite the 
Panamanian Legislative Building, with both flags raised and lowered 
by U.S. personnel only. He said that this act should be announced 
with the statement that the flag was being flown as an act of grace 
fon the part of the United States in recognition of our friendship 
for the Fanamanian people and our recognition that titular sovereignty 
resided in Panama. It should likewise clearly be stated that this 
unilateral act did not modify in any way our treaties in force with 
Panama. The Secretary added that he believed Secretary Brucker, who 
would wish to speak to this point, thought the flag should be 
flown, if such was the President's decision, only on national holidays. 
The Secretary went on to say that time was Irportant since agittion 
was beginning to build up on the issue in Panama, looking toward 
their national holiday on November 3, and it was important that the 
decision on our part should not be announced under circumstences of 
apparent pressure on us. The Secretary indicated also that we 
hould simultaneously start flying our flag daily in front of our 
Embassy. He conrluded by pointing out that the somlled Gross 
Amendment to the Department of Commerce appropriations bill pro- 
hibited the use of such funds for the erection of flag poles for 
this purpose and recommended that the necessary funds for construction 
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be provided from the President's own special projects fund. 


The President said that he thought only jingoistic criticism 
(2 this country would be aroused by this act on cur part, end he 
saw no reason for being deterred. He admitted that there was some 
merit to the argument that if we flew the flag the Panamanians 
would interpret this as a concession on our part and demand further 
concessions from us. He felt strongly, however, that it was the 
right thing to do and said he would welcome the oppcrtunity to 
defend the decision under political attack. He mentioned, however, 
is strong belief that we should fly our flag daily at our Exbassy 
that the Fanamanians should understand in this general connec- 
tion that we would do so. On the question of frequency of flying, 
he said he thought that if it were flown on holidays the principle 
was thereby established, and that there was no reason why it should 
not be flown on a daily basis. 


4 covernor Brucker then launched a long argument against flying 
the Panamanian flag under any circumstances. At the outset he noted — 
that in his view it would be undesirable to give them any implica- 
tion that we would be trading cur right to fly our own flag at the 
Embassy for the flying of the Panama flag in the Canal Zone since 
this would look like a reciprocal agreement and not a voluntary 
act of grace on our part. (The President agreed on this point.) 
The Governor stated that newspaper editorials throughout the country 
were running 20 to 1 against the flying of the flag. He referred 4 
to the Gross Amendment and Selden Resolutic e House. lhe / 
thought that the injection of this issue in ‘the campaign in this- 
country this fall would be emotional and divisive. He concluded 
by saying that if it were decided tc fly the flag he thought emo- ( 
tons would be minimized both in the United States and in Fanama by 
flying it only on holidays. 
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There followed a prolonged discussion pro end con in which 
General Fersons and Mr. Merchant also participated. 


The President at the conclusion of the discussion decided as a 
follows: 

(1) The Panamanian flag should be flown together with the 
American flag in Shaler's Tr le on Panama's Independence Day, ea 


November 3, and on other days of special significance to Panama 

and to the United States. The United States flag would not fly ‘ 
in that place except on days the Panamanian fleg was flown. Two Poe 
flag poles would be erected (the source of funds was left undecided), bs 
but no elaborate steps at this time would be taken to create a J 


formal plaza. 


(2) The decision should be announced as late in the fall as it 
was deemed possible to do without risking the building up cf public -—- 





f 

Won Jane 15, 1°50, Representative Armistead I, Selden, Jr., (DeAla,) 
introduced a Concurrent Resolution in the Mouse of Representatives e pressing the 
sense of the Conrress that any variation in the traditional interpregation aittdar 

of the treatics between the "n'ted States and the Republic of Panama shold become 


treaty items requiring the approval of Convress. A‘ter full debate in the House of 











Representatives on Feb. 2, 1969, the Resolut‘on was approved by a roll call vote 
tbat we! +h 
, rc P 1 Re cord ~*~ 
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pressures in Fanama for agitation on the issue. September 20 was 
suggested as the general time period in which this condition might 
be met. 


(3) The ennouncement should be made by the Governor of the 

Zone in a public statement to the press to the effect that the 
President had approved the flying of the Panama flag with the 
American flag on holidays and other days of special significance 
to Panama and to the United States. The Panamanian Gcvernment weuld 
be informed by formal note of this fcrthcoming statement two hours or 
so before it was gien to the press. An announcement before 
October 1 was desirable in order to avoid the implication that this 
was an acticn directly tied to the inauguration of a new President 
in Panama. (Thecdore Rocsevelt's birthday on October 27s inci- 
dentally mentioned as one day suitable for flying of the flag.) 


Discretion was left to the Secretary cf State as to the determinaticn oe 
of the dete for the announcement tut the President requested that he 
be given adequate advance warning before such an announcement was 
made. 
(4) A statement elaborating on and justifying the announcement \ 
should be prepared by the State Department and furnished the white 
House for Mr. Nixon's and Mr. Lodge's use if questions arcse after 
the announcement during the course of the election campaign. 
(5) The American Ambassador in Panama should promptly institute z 
the practice of flying the U.S. flag in front of the U.3. Embassy 
without reference to or other connection with the impending action 
on the flying of the Panamanian flag. 
—— 
Pe 
’ 
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BoA? Telegran fron the Secretary of State to the Bnhassy in Panane co FNS 
Top Secret 7 | 
Op Eyes Only ‘ashineton, Sentenber be 1960--8 50 Del 





120, No Distribution Mttride Dept. Eyes Only for Anbessador 


pera il. ——— 

Following for your personal informat!m oily is sumary of decisis 
reached Sept 1 at White House meeting attended by President, The Secretary, 
Secretary of Arny and others: ~~. 

l. President approved Dept State representation on Board of Governors 
of Panama Canal Caupany at Under Secretary of State level, the first 
appointzent to be made when next vacancy occurs. Each novination is to 
be matter for consultation between Secretary of State and Secretary of Arny. 

2. President decided that no decision would be made at this tine on 
establishment of principle that future governors should be civilias, la 
beth Eecruxz Secretaries having indicated their agreenent it arkgkter 









neither necessary nor desirable so to determine at this tine, 
3. President approved concept of establishnent of primacy of 





Arbassaior over Governor in foreign affairs matters and agreed that 
relationship of Ambassader to CIVCARIB was a matter to be worked 
promptly between Secretary of State and Secretary of Defense in 
concultetion with him, FYI Draft letters om these two itens are “~~ . 





2 a : 1 
" ’ 
) VY, Drafted by “erchant and Long, approved by the Secretary, and initialled ‘ 
ty Merchart,. 
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lh. With respect to ZX the Panamanian flag, the President determined 


as follows: 
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(a) The Panamanian flag should be flom together with the U.S. 
fing at Shalerts Triangle cfioreoes > and on other days of public 
significance to Panama and to the U.S, U.S, flag would not fly there 
except on days the Panamanian flag was flom. ‘Two flag poles would | 
be erected (the source of funds was left undecided) but no elaborate 
steps at this time would be taken to create a formal plata. 

(b) This decision should be announced as late in the fall as 
it was deaned possible to do without risking the building up of 
public pressures in Panama for agitation on the issue. Septenber 20 
was suggested as the general tine period in which this condition 
might be met. 

(c) The announcement should be made by the Governor in a 
statement to the press to the effect that the Fresident had approved 
the flying of the Panamanien flag with the Arerican flag on holidays 
and other days of special significance to the two cowitries, 
Panasanian Govt would be informed by formal note of this forthconing 
statenent two hours or so before it was given to press. An announce- 
ment before October 1 was desirable in order avoid implication that 
this was an action directly tied to inauguration of new Pananania 
president (Theodore Roosevelt's birthday on October 27 was timid 4 
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impending action on the Panana flag. 


incidentally mentioned as one day suitable for/flying the flag). 
S. President also approved the practice of flying U.S. flag daily 
in front of Bobesss without reference to or other connection with 


You are requested nct sepestwet to take any scticn on trRaxmms 


~~ 
ft 1 through l sbove decisions wil further instructions. We shall 


soon be transmitting to you for canent crafts of a press release and 


note on the flag. 
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You shoulé not consult with Governor or CINCAKIB =m these matters 
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Dram of « Letter from the President to the Secretary of the Amy (Rrucker) 


pear Mr. Secretary: 

It is my Gesire that there should be clarification 
of the relationship between the Chief of the thited States 
Diplomatic Mission in Panama and the Governor of the Panama 
Canal Zone in matters affecting the relations between the 
United States and the Republic of Panama or any other asation. 

I therefore direct that in the exercise of his functions 
the Governor of the Canal Zone shall consult with the Chief 
of the United States Diplomatic Mission in the Republic of 
Panama on all matters which may have foreign affairs 4 
implications, and with respect to such matters shall be Ni 
guided by the foreign policy considerations set forth by i 
the Chief of the United States Diplomatic Mission in the 
Republic of Panama. in the event of their failure to agree 
with reapect to any proposed action to which the Chief of 
the United States Diplomatic Mission in the Hepublic of 
Panema shall object for reasons of foreign policy, such 
action shall be deferred pending a mutual decision thereon 
by the Secretary of the Amy and the Secretary of State. 
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I would appreciate it if you would issue appropriate 
instructions to the Governor of the Panama Canal Zone. 

PTT eS © onary of. Site Jomer fo De Snare 

of State for his informatian, hi 

Sincerely yours, 
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fEnclosure 27 


Draft of a letter from the President to the Secretary of State ~——- 


yy, 


Dear Mr, Secretary: 
I quote below a letter I have sent today to the 

Secretary of the Army on the question of the relationship 

between the Chief of the United States Diplomatic Mission 80s sf 

4n Panama and the Governor of the Panewa Canal Zones si 

"It 1s my desire that there should be clarification 
of the relationship between the Chief of the United 

. States Diplomatic Mission in Panema and the Govemor 
of the Pansma Canal Zone in matters affecting the 
relations between the United States and the Republic 
of Panama or any other nation, 

"1 therefore direct that in the exercise of his 
funetiens the Governor of the Canal Zone shall consult 
with the Chief of the United states Diplomatic Niseion 
in the Republic of Pangea on all matters which may have 
foreign affairs implications, and with respect to such 











matters shall be guided by the foreign policy consider- : 
ations set forth by the Chief of the United States o 
Diplomatic Miesion in the Republic of Panama. In the ie 
are i 
+ 
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YS Drafted by Long. 
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event of their failure to agree with respect to any 

proposed action to which the Chief of the United 
es States Biplematic Mission in the Republic of Panama 
| gall object for reasons of foreign policy, such 
action shall be deferred pending a mutual decision 
thereon by the Secretary of the Army and the Secretary 
of State. | 

"I would appreciate it if you would issue ae 

eppropriate instructions to the Governor of the Panama | 
Canal Zone." 
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Eisenhower Library, ‘“‘hitman File, Eisenhower Diaries 2) | 

Memorandum of Conversation, by the President's Staff Secretary (Soodpaster) 

Secret Washington, September 1), 1960, 
MEMORANDUM OF CONFERENCE WITH THE PRESIDENT 
September 12, 1960 


Others present: Secretary Herter, General Goodpaster b=5 


{Here follows a discussion of the President's address which he was to 

deliver on Sept. 2?, 1949, to the 1°th General Assembly of the '!nited ‘Nations; 
4 
a report about Inder Secretary of State Dillon's activities in forota at the 
third meeting of the Special Committee of the Council of the Organization of 
American States to study the formlation of new measures of economic developments 
certain 

a further consideration of other matters pertaining to the arrival of mime chiefs of 
state and heads of vzoverment in “ew York for the 15th General Assenbly of the 


"nited “lationss and a report on the situation in the Congo and measures that the 


‘nited States should undertake at the "Inited “Nations in connection with the crisis, ] 


— seo reve “eo, 
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Mr. Herter next brought up the question of the Panamanian 
] _flag. He referred to the message which Ambassador Farland 
7 as had sen§, and also said he had received a letter from Chester 
owle egarding the possibility of trouble on October 3rd, 
The President had read the message from Ambassador Farland, 
He asked Mr. Herter to get in touch with Secretary Brucker 
and tell him that although the President had agreed on the solu- 
tion of Nying the Panamanian flag on eclected holidays, he had 
pot thought it wes really the righ tone, Me sow felt that the 
decision should be taken to fly the Mag all the time. He said 
he thought we should just do this and not announce it in advance 


or tell anybody about it. Mr. Herter said he had planned to have 


> 





| See fne 3, Peo 0 -$2@b—-229-tp-Panama-Cityy-Senie—Gi- | 


7 
Ny “Not found, 














the Panamanians told two hours or so in advance, and would 

Suggest having the flag put up on about September 29th. The 
President asked for my reaction, I told him that I thought fying 

the flag was appropriate evidence of "titular" sovereignty; that 

if it is Mlown it should be flown constantly, and not as an "act 

of grace" on ceremonial occasions; that the decision should be 

taken to do this, that it should be done soon, preferably within 

a matter of a few days and certainly in no more than a week since word 
of the decision would inevitably leak out of the departments concerned, 
that that there should be no advance announcement, Mr. Herter said 
one of the problems is the legislative bar against defense funds to put up 
a flag pole. Mr. Herter suggested the cost could be met out of the 
President's Special Projects Fund, I told the President I was not 

sure this would be an appropriate source of funds, but that there 
seemed to be no doubt that funds could be found somewhere to pay 
these costs. After discussion the President agreed that Governor 


Brucker should be told to put up the poles (or modify existing poles) 
and then look for the funds, 
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meeting of the North Atlantic Council in Paris in Decenber,] 





A. J. Goodpaster , mvs 


Brigadier Genera], USA 





~/ Goodpaster initialled the source text. \ 
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Ss Letter from the Secretary of Sate to the of Defense (Gates) <——— YY 
Secret Washinton, September U:, 1960, 


| | 


Deer Tom: 


I think you are aware of recent discussions Wilber 
Brucker and I have had concerning clarification of the 
relationship between the Chief of the United States 
Diplomatic Mission in Panama and the dovernor of the 
Canal Zone in matters affecting the relations between 
the United States and Panama. On September 12th the 

ident directed Wilber to issue appropriate 
sr P 


At a meeting at the White House on September lst 
I mentioned to the President that I wanted, in a 
similar vein, to discuss with you the relationship of 
the Chief of the United States Diplomatic Wission in 
Panama to the Commander-in-Chief of the Caribbean 
Command (CINCARIB). The President agreed that it would 
be useful for the two of us to come to an agreement on 
the matter if possible. 


rr, 
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é 


I therefore suggest for your consideration the 
following draft language which the President, as he did 
with Wilber and me on the Governor-Ambassador relation- 
ship, might send the two of us on the CINCARIB -Ambassador 
relationships 


"In the exercise of his functions the 
Commander-in-Chief, Caribbean Command, shall 
consult with the Chief of the United States 
Diplomatic Mission in the Republic of Panam. 
on all operations and activities of his head- 
quarters which may have foreign affairs 
implications affecting relations between the 
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United States and the Republic of Panama, and ‘a 
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tense and the Secretary 


i es 


you agree with this draft, I would suggest that 

two send a memorandum to the President requesting 

approval and suggesting he issue us confirming 

tructions. If you have difficulty with this, I 3 


would be delighted to discuss the matter with FOR 
With warmest personal regards, 


Most sincerely, 


: > 
——_—- @ 


Je/ Chris 
Christian A. Herter 





ad 


~~) 
‘ 


Te 


~~ * * 
Pehle Rte: 


oe 


_ 


*. 
Fd 
. 








y According to a memorandum dated Dec, 2°, 1%, fron Thomas C, “ann, the 


Aceietant Secretary of State for Inter-American Affairs, to Inder Secretary of 


State for Political Affairs “Merchant, the Department of State was still awaiting 
to this letter fron ; 
a reply &x_cSeasretzxpot Secretary of Defense Sates, (AUA/PA™ Miles, Lot 65 D176, 
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Telegram from the Acting Secretary of State to the Embassy in Panama {~~ sy 
Secret Wiact Washington, September 15, 1960=-::0 pom. 
1336 Eyes Only Ambassador, 
Be 


The Presiden* has determined that the Panamanian flag will be 

flown together witb the US flag one daily basis in Shaler's 

Triangle, this action to be initiated as soon as possible. 
overriding objcction to 

If you see no/kkiikboskiyxis following schedule, Dept 


suggests: ‘ 
3:99 EDT 17 , 
le. at \O000 a.c./Sept Zeth you will deliver to the Paneman 


Foreign Office the note quoted in Part 1 of Depter +°4 









Dept will at the same hour deliver to the Panamenian Embassy in 
Washington the note quoted in Part 2 of Deptel 134 
11:00 aem EDT 17 — 
2. At/moon September Zith you will issue the statexent 
quoted in Part 3 of Deptel 134 _, 


z 
3.'/ Concurrently, the White House will issue perallel 





statement, text of which will be cabled for your info when 
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available. 


* FYI ate 
4. /As soon a thereafter as physically possible, i.c., as > 


soon as “lug poles can be erected and Shaler's iriangle suitably 








nestened, hopefully following day but certainly osfore Cstober lst, Se 

the flags will be flown. a, 

' | 
; 

j Y Drafted by Long and Merchant on Septenber 1, approved by Herter, and . 


initialled by Lonc. 














5S. FYI. The flagn will be raised and lowered by US €P 
perronnel only. , 
6. FYI. The modest costs incurred for flag poles, etc., 
will be met througn special funds. A clarifying messege on this 
will follow shortly. END FYI 
ae Re 4, 5 and 6, Dept Army instructed Governor of Canal Zone "i 
by separate nessace./\ 





In absence serious objoction ycur part, in which cease 











~ 
hee 
— 
Se cable NIACT, you are instructed immediately to inform the Governor 
a 
a 
+ of your instructions. You should also inform CINCARIB, stressing e 
Se to both necessity holding in confidence till public announcouwcnt. 
ie You may inform them these instructions have White House 
Ey concurrence. 
oOo“ 
at Please comment urgently on the drafts sent in DEPTEL 134 . <a 
| __? 
a8 i 
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_" Telecran from the Acting Secretary of State to the Sxbecsy in ay enV, 
Secret “oct Vashinston, Se tenber 15, 19-- LshO Dette 


1th. Eyes Only Anbasesdor. Re Deptel 133. { 


—— 


agp Excellency: I have the honor to refer to the desire 
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heretofore expressed by the Government of the Republic of Panama 
to have the Panamanian flag flom in the Canal Zone. 
























” 
= I am pleased to state that, after the highest consideration 
=e by my Government, I am instructed to inform you that as a further —_— 
Ee reflection of the genuine friencship existing between our two 
ta Governments end peoples, my Government hes determined that as a 
ca voluntery act on the part of the United states, and in recognition 
ey of the titular sovereignty residing in the Republic of Panama with 
= 3 respect to the Canal Zone, the Panamanian fleg will hereafter be ye 
25 flown together with the United States flag on a daily basis is io 
Be the area known as Sheler's Triangle in the Canal Zone. This av 
determinationg is in nowise to te considered as modifying in aay —~ 
way the treatios and agreements in force between the United xe 
States and Panama, 7 
Accept, Excellency, the renewed ascurences of my highest yd Ke 
consideration." saammm ——— 
' - , 
\V ors ted by Long on Sept. 1),, approved by “erter, and initialled by Loner. \ 
VY 2am. 
' ‘ 
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f mm. Excellency: I have the honor to refer to the Panamanian 
3 
note Wo. D-10ll1, of November 25, 1954, delivered to me by your WW ; 





; 


predecessor, His Excellency, Ricardo M. Arias, stating it to be 
f the sim of the Government of Paname to have the Panemanian fleg 
raised regularly in the territory of the Canal Zone and also 
1] stating the view that Panama, under existing treaties, has 
"“serely accorded" to the Government of the United States “the 
rights, power, and authority required by the United States for 
) purposes of maintenance, operation, sanitation, and protectic:. 
of the Cenal",. 


After careful consideretion, I must inform Your Excellency 
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that the Government of the United Stetes cannot agree with, and 
f must reject, the position of the Panamenian Goverrment just 
quosed end contained in the note under reference. 
however, I am pleased to state thet -- as you may be aware <-- 


the United States Ambassador to the Republic of Panama hes today 4 
; - 
se 
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* informed His Excellency, Miguel J. Moreno, Jr., Minister of ¢ 
Poreien Relations of Panams, that as a further reflection of th 





genuine friendship existing between the Governments sf and peoples 
of our two countries, the Government of the United States has 


Getermined that as a voluntery act on its part, and in recognition 


is hl 





of the titular sovereignty residing in the Republic of Panama with 

respect to the Canal Zone, the Panamanian fleg will =~ pe be 
sis 

flown together with the United States fleg on a deily eee in 


the area known as Shaler's Triangle in the Canal Zone. This 
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4 commentine 0° tthe * ‘ P £*.te nee *% tel. 15? oid nama Cty c Sept. 14, 
’ 
Aebaecador Tarland informed the Department of “tate that ‘or taLeter “Moreno wre 
A in Yexteo unt!) Sept. 1° or Septe 1° and recrmended that his nme be deleted “rom Skt 
the note and be replaced «rth that of Rodrigo “tire, the \ctins Fore'm “toistere 
’ 1715 0h /2-1460) ‘ 
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t 
=p ‘1 am happy to announce that President Eisenhower has, 


@s @ voluntary and unlleteral decision on the part of the 
Covernment of the United States, approved the flying of the fleg 
of the Republic of Panama together with the United States flag 
on a daily basis in Shelor's Triangle in the Canal Zone. This 
Gecision is in reflection of the genuine friendship that exists 


between cur Governmontse anc peo, les, and symbolizes the close 


aN 


ties thet units us. “saa 
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719 0h, /9-1760 
Telegram from the Ambassador in Panama (Farland) to the Department of State 


Secret “act Panama City, September 17, 1960-<1 em. 


ig 


Fi. ,rresident informed and note delivered simultaneously Acting 
Foreign Minister 9:00 EDT. President elect Chiari informed 
10:35 EDT and statement issued press 11:00 EDT. .— 





President De la Guardia expressed great satisfaction US 
decision, stating his faith in President Eisenhower and in 
latter's understanding Panama's problems had always been basis 
his firm belief flag issue would be favorably considered and 
resolved satisfactorily. President added he felt US decision wou 
assist create climate for discussions on subject construction 
sea-level canal which he foresaw a certainty near future. He 
expressed some worry over-wording of note on grounds extrejjist 
elements might seize upon try make further trouble but did.not 
specify that which created concern. Embassy believes he had 
| reference to statement that decision in nowise be considexedjas 
modifying treaties and agreements in force between US an _: 
i 
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President-elect delighted news and promised with flag is 
of way full cooperation re-establish friendly and cooperiPive 

tmosphere for moving ahead together. I took occasion point out 
primary obstacle to close and fruitful cooperation was communist 
ubversion spearheaded now in Panama by Cubans. President-elect 
aid his government prepared take action but information activities 
fubans in Panama lacking and help from us this regard would be 
Maluable. Initial reaction of diplomatic corp highly favorabl 









cussions with Carter have been cooperative. Flags will be 
own on or before September 20. Carter desirous formal but 

pple flag raising ceremony with President De la Guardia in a 
Hance. Instructions in this regard desired at once. 
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Ufo: the text of the White Mouse press release, see the Department of State 


= an eE——=) 
Bulletin, October 1%, 1969, pe 553.” 


e/™ tel, 1)? to Panama City, Sept. 17, the Department of State notified : 
Ambassador Farland that it approved of a formal but simple flag raising ceremony 
with President de la Guarlia in attendance, rreviced that Farlan@ and Gov, Carter 
aereed on the details and plans and provided that "nited States personel carried out 
_the flag raising and other physical duties connected with the ceremony. (719.9; /°-1760) 
In tel. 162 from Panama City, Sept. 21, Ambassador Farland reported that the Panamanian 


* 
and American flags had been raised at 19 asm, that morning in Shaler Triangle ina 
simple but appropriate ceremony attended by Panamanian Foreirn ‘linister “oreno and ‘ 

offic 


fals of the Foreign office, members of the Cabinet, and the Commander of the 


~ vw co 4 
National Guard. (71°,%)/°+2169 ( 
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\ ARA/PAN Files, Lot 65 D 176, "Relations-Pamama July 1960” \ 


Memorandum from the Deputy Assistant Secretary of State for Inter-American Affairs 


(Mallory) to the Acting Secretary of State Ke | ry / 


| 


Secret Washington, September 23, 1960, 


@e =~ .s ss 


SUBJECT 1: Ceremony on Occasion of Initial Flying of Panamanian Flag in Carel Zoe. 
This 
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V/ vrattes by Sharp. The source text is an uninitialled carbon Copy e . 


yu ment o* 


\Y vet attached to the source text, Tab A, whichwae tel, 15° from Panama City, 


cept. 17, is printed supra. 
of the dacuwre vit oat 
\7/ ‘ot attached to the source tert, for a swmary of, Teb B, siehame tel, 1 


to Panama City, Sept. 17, see fn, 2, supra. 
“The Aoi wi oy 
W/ Not attached to the source text. Tab C, whdehis not printed, was tel. 160 


from Panama City, Sept. 29; 719,.0)/9=-2060, 
S$ “The dow wat #7 o* 
\7/ Not attached to the source text. tab D, whtel-de not printed, was tel. Ll to 


Panama City, Sept. 203 71°.%:/9=2060, ' 











Editorial Note 

On October 1, 1969, Dr. Roberto Chiari, the victor in Panama's presidential 
élections held on May 8, 196°, was sworn in as President of Panama for a foursyear 
term. In his inaugural speech President Chiari expressed gratification at the 'nited 
States' recognition of Panama's titular sovereignty over the Panama Canal Zone, 
but at the same time he maintained that the "Inited States had not complied fully with 
the terms of the treaties covering Canal Zone operations, He was optimistic, however, 
that the United States’ recognition of Panama's titular sovereignty foreshadowed a 
new era of good relations ahioh would enable the two nations to find practical 
solutions to existing problems. Documentation concerning President Chiari's 


inaucuration is in decimal file 719,ll. 
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Baitorial Note 


on October ?!, (460 
In an e change of astognevueen Joseph S, Farland, the Anerican Ambassador 


in Panama, and Galileo Solfs, the Panamanian Minister of Foreign Relations, @p 


GEESE the United States Goverment and the Republic of P 
that enveved into fo,ee » Cetoper 3!, 1969 whtreby suet 
nt 










Peda| recogni tite of meter vehictia operator's |/Ctnsey, bop the 


+he recip 
1? "ST 301. Docunentation 


texts of the notes exchanred, see 
concerning the nGgotiation o° this agreement is in decimal file 611.1913. 
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719.5<5P/11-260 


PM-63 » need i 


Memorandum from the Director of the Executive Secretariat (Stoessel) to the 
President's Staff Secretary (Goodpaster) 


Confidential ‘ 
‘ashington, Novenber ?, 1°60, 


ecent Develupwents in US Econauc 


vubject: 
A\esistanco to latnama 







lider Secretary villon Las sugested tnat tire 
lresiden* wicct Se interesteu in recent developuents 
eoncerniw Unated Siatles ecouwouic assistance to 
Panaria, -“«: iis request, tie enclosed Lrief siuwiary 
nas Leen erepared which, if conveaient, you may wisl 


to bring «oO tiw attention of the Iresident. 





a 
i ae 
So —aeeeeie 


jalter J, Stoessel, /J¥; 
“pirgctor 
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REOKNT DIVRIOPMENRTS I8 U. 8. BCOPOMLC ANSISTANCR TO PASM 


the recomreadation of all iaterestod agcacice, om 
October 31 Usader Sscretery Dillow «pproved a= aliccostion fros 
¥{ 196) Contingency Pvads of $6.0 «!llion for emergency azsisat- 
ance to Pasonms, of whieh $5.0 alliloa is to be a fifteen year 
leas io helo the recently tseugurated gorernmeent of Presa! dest 
Chier) in fselng « serious current budget problem, The belence 
of $1 »iliien is to bs veod to iaitiate several emall scolel 


Gereloywent projeote of rapid visual lmpect, 


Other recent U, 3. economic asasiatence to Panama locludesa 
$5.3 millivnm losp by DI?, part of « $1.5 allliom progres for 
fera-to-werket roads, amd a $2.5 willion loan for low cost hous- 
img in Pasema, thus iuplewentiag tho lest of the Nine Poiats ia 
the President's Progrem, ennounced om April 19, to improve our 
relations with Pevamae, 


Severrl sources report that current -ceounte due and payable 
by the Perasaniasz Treasury amount to ebout $16 million with ao 
eash position. Arresrages herve been runving et the rete of advcut 
$1 willion por month, These deficits oan be attributed to fiscal 
irresponsibility oa the part of the previous regime, 


The new aiainistration cams to power in orderly faeation on 
Sctober 1. Prosidont Ciilari has coms out for en austerity pre- 
grem, recoguizes the urgent need for socto-econcaic reforas and 
advocetes the diversification of the economy awey from lis 
presert overdsyondence om the Cenal Zone. Chiari is ageinat 
Coomunisa, is enti-Castro, has preised ILA and the Presi jent'« 
initiative for « Latio American socie) sod economic dovelopment 
progrem, Thus far, st leest, he seoms more interssted tu pro- 
moting a peaceful socio-rconowisc evoiution for bie country, 
ratber then seeking further ecomomic conussstons from our presence 
in the Ceval Zone, 


ibe sebility of the Chiari Gorsernmert te aurrvieo over the 
moxt 2ix conthe and carry oul badly neooded «dwintetratiys and 
budgetary reforas depsnds upon an inmmediete iufusion of fiuan- 
cial assistance to restores f[leoel o¢de. in toe budget end a 
greater mresure of liquidity ila tne netioa’sa tanks, Should the 
— government fall, social and politics! cheon would most 
ikely follow. A fuccessor goverument mivht we!! be a Castro- 
‘orieated or -inspired regime with Comuelst lesuinges; a govern- 
mont which in view of our long renge strategic intersate thers, 
would undoubtedly oonstitute a serious threat to the maintona ce 
of ovr prorsence iu Pancma, ’ 





Our relations with Penema have improved steadily since the 
unfortunate violence of w yoar egy as a result of the new Canel 
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Zone procurement policies, the President's Nine Point Prograz, 
the decision, and the efforts of the newly appointed 
principal United States representatives in the area. The 
Chieri regime, if it can survive its current financial crisis, 
offers hope for political stability, peaceful socio-economic 
evolution, and a frisndly and reasonable relationship with us, 
ell necessary to the atteainuent of our Isthmus policy 
objectives. 
“” 
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ca x a Ve 
Dear Dicks 
It is generally understood that Paraguay is certainly in « 
transitional period, Paraguayen politics, as you mov, are rarely... ..- 
él, | : 


a 





At the moment, the Colorado Party hae a factional fight, ond 
the Liberals an? Febreristas end slements of the Cet} colic Ch=rch 
are all showize activity vhich tends to ceuse mrest and uncer- ; 
tainty. Im each of these segrents of activity, we “ind active 

of thes Cammmist groups, even in the cage of the Priest 
Raeén Talavere, Fie bas had among his principal advisors a vell- 





$ 
g 
A 
i 
E 
g 
; 
$ 





puts the political sagacity end astuteness of President Stroesmer 
to the supreme test, 


It ts ume crinion here that ary discxdeorlz cherge in the 
Goverment might, getty # substantial -eriod, be an cron 
dogr for comps in tration of the governzent, and “heat the 
Camsunists, their Gb uitation technique, ere fn c. position to _ 
act quickly. ‘The Stroesmer goverment believes, ani so do we, x 
that there ere score Commmists who have alreaty infiltrated. thile 
we have some suspicions as to vho they may te, the Covernment of —— 
Paragusy is not always in a position to have docmentary procf or %- 
te evidence to make a digiscsal in the face of opposition to - 

ee 
- 
rnhow 
+3 

~ 
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gach dignissal. The pattern has teen cieer in certain instances, 
The action of the President in sone of his very imrortant cecisios 
shows = total mvillingness to yield to the influences of these 


people, 





es suprorted cur Government in ~ 


™_~\ 


First, he has refused to recognize the Soviet or any of the 
Tron Curtain coumtries, and in this refusal hes carried it to the 
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=~ 
extent that eny and all of their zissions or individwl visitors 
have been refused visas. This has been true during ny experience, 
Seecnd, he bas given us consistent support in interneticnal 
orgmirzstic ns, even vhen this has rut him at certain times in sharp 
opposition to some of his Latin American neighbors, 
Third, he has surported tho stabilicat‘on progran instituted 
by the International Monetary Fun‘ ani supported by the Us, ‘ 
Treaswy. He has dme this in critical moments egainst the oppor i‘ CL ; 
sition of influential merbere of his om cabinet end the military, 
Since the first of November, the exchenge rate of the guaranf to 
the doller hes net varisd tors then one poirt, 
nr Tn 242ition, he has asrured my deputy, Relph Hilton, and 
= — - tmon the cccasion cf our last ee hee that. the rrogram for 
— his next Sern. o_ofS ice ds one. % cradual donosratization of Pera- 
dg f2F,, ete good to hear, but we are well avere of the lack of | — 
2G, tion of democracy in Paraguay ani of the questionslile readi= ees 
= = ness of the people for-full democratic government, _. ; ay A 
S Tt coems to be our interest to do th which will 
ae “ paintain e steble government in Parazusy 
-s L 
2 2 ia my policy, within the fremaworl of our basic rolicy d ents 
of relating to s henisphere, Yhen I use the first persona, I do it ; — 
“= only on the assuzpticn of my ressonsibility, This missy vhich . 
Tre. {s operating in camlote agreement, beced upan ite individcal and : 

Y 7 collective opinions, works as a tem, 
. ° a 
o= These are severel things wa coulé 40 which sould ‘n no wey eard 
; Ss put the 0,3, in an orberrassing ; ocition tt wich vould certainly ys 
“ demonstrate our friendship for the people of Paragmy and would be ‘ey 

soz:t and 4:rable economically under vortever goverr-ont the future ny 
may tring, I think T state then in the order of their time {rport- : 
ance and of our ability toe do then, . 
Tlsll.the racemenftations hexe qui besuthorized te this is? 
Exbassy, we cows tring abo.:t their agnouncomant ir .thoir propar. _* 
tinin; as omy ve can judge it. _ We 
(1) Autherising DLY private loan sector two an! a half miliica — 
x dellers credit to be extended through « local Development loan Bark . - ee 
| ota. 
— 7 Fh oM®e*.@ "> > . we. ll , ~"r* mw « Th . oe yee. we o ° 
a : 
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Th can be organized under the joint minagexemt Ow (“wti‘ 
“tek of the two privately omed banks in Pareguay, the First National City ~~ =.’ 
of New Yorx and the Benk ef Loni & South America (British), The : 
enmncuncement should bo made and such \svelopment Loan Bank should be 
orgenized forthwith uoder private nanegeuent for private enterprize 
operation cicy. In gy opinion, tie govermiont of Varacuay would gives 
this their tlessing. 


.- (2) A grant which would camplete the Chaco Road cormmecting Bolivia — 
Tae sod Paraguay to be done as a U,3, gosture to tho eocnonie benef it of, the treat 8 
vn two nations Bolivia and ‘Paraguay, This showld he tied into the use * 2, 
of thatever funis ore to be extended to Belivia so that the reed (e 
portion of tiie Pan-American highway) properly ties into the cailtel of 
Cslivia end te capitel of faraguay, Polivia imorts a substantial pert 
of ber Booc. Posamey bes fortile soil anc could i well fecd many tines 
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plen, I want to make clegr that there is no present request on the part 

of Peraguay for grant ald or charity in any form, If ve meke such a 

gran’, it sh a be domo in efegunte emoumt, in « camor to emphasize 

the interz-ticiuc agpoot, and wit eyery procuu.ton to avoic. the appeare 

ance of boing & reluctnat River, « & aot . “Ling abot on cxorbitant 

enount of xcrcy, I bolicws thet with tic start thot hos been made cn tha 

Chaco Roa2, with the holp cf the ranchers in the eves end of tne leunonites, 
uso of the military, which is importent, on the construction, 

ouny would not. be excsgsivs. I would went to get these figures 

for yous perhaps $5 million could ecoumplish what ve wa-t insofar ag the 

eragueyen ond iz concerieu, 

ae 
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just prior *. his a so that he may take tho + Sa gets here, 

This is porticularly beneficial to Bolivia bectuse it meens chenper form 

and a higuor clanJard Fos Living Sc aromilt, is it is now, I unéerstand 
nh 


< 


Z 


that most L Polivia' ] is frported fran tho Arcentin-, none ccopeti~ 
tively, ‘title Uils wv ot be detrirertal to tho econacy cf Argentine, 
which has a worldvide market, it would be a new life line fcr Solivia and 
Paregwy, Storm ond tre other solid people within the eoverrmmont of Fere- ; 
guay ere ex*rccrdinarly estrone acvosates of access to the Bolivian market 
ané the use of Dolivion minerals, - 


Dad 
. 


(3) & 0 gala os pproval of the putiide works program which we have ! 
remit te abel *Ppaditional supporting technical information is hips 
wot Rea }the Brasilien road, (b) the Aysle-Ovicdo road, a 
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~ (e) teleccmmications,” All three of these projects ere of equal 
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econcnie grovth benefit and constitute the unlocking of Paraguay tocher 
sections © the vorld - not Bolivia, 


It is toward the ecoczmlishment co? our aizs that ve heave political 
and econanic stability h Peraguzy, I believe with this little added 
effort, we con achieve great things fcr these two naticns, I believe 
we will strengthen our defense against the Soviet efforts in this area, 





With varmest persmal regerds, I m 


- Very sincerely yours, 





Walter “, Pleos:r 
heer Lowe tebe nop 














2226-22 


PA-2 





Memorandum of a Conversation, May 4, 1958 (3 pages of source 


text), not declassified. (Department of State, Central Files) 
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611. 34/5-2658 

Memonandum from Jackson W. Wilson of the Office of 
South American Affairs to the Director of the 
Office of South American Affairs (Bernbaun) 


Confidential Washington, May 26, 1958. 
ruraguay: necommenced Program = 


Folitical 
Continue to maintain correct friendly relations with resent regime but 


a. avoid showing any special favor for leaders of Goverment themselves 


b. emphasize U.S. friendship for Paraguayan people rather than for 
Government 


Maintein policy of strict non-intervention in Paraguay 's internal 
affairs, but 


a. Encourage leaders of Government to move toward more democratic 
forms. 


4 
* 
2,/ Economie 
: Continue to support Pareguay's stabilization programWith financial 


assistance for sound development projects but with emphasis on finishing { 
projects now uncer way. 





Export-Import Bank Loans: Sympathetically consider applications for 
specific documented developzent projects with” Paracusy's debt 
cepacity. Specifically, support Paraguay's request for additional $917,500 
to complete watervorks project. 


Development Loan Fund: Support Paraguayan requests for loans to 


&@. cover locel currency costs of Export-Import Bank projects already 
undeyway. 






b. cover both dollar and local currency costs of e basic communica 
systez and surfacing of road to Brazil. 


rer c. cover dollar costs of expansion of electric power facilities at 7, 
“ini Asuncién, Encarnacidn and Villarrica. 
a. provide small dollar credits of developmental nature to busines 










and industry through a development bank-type institution. 


/ P.L. 480) Agroment: Support sale of surplus agricultural products to 
when s will not interfere with normal marketings of other s 


4 
sol Cue 
\ Through the Officer in Charge of 440 Plate Affairs, 
A iN 
Livingston D. Watrous. 
5° 
ey For the text of PL 480, the Agricultural Trade 
AA 


Development and Assistance Act of 1954, see 68 Stat. 454. 
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Editorial Note 





On July 10, 1958, the Export-Import Bank of 
Washington announced a 31 million credit to 
Paraguay to finance installation of 
Asuncion's first water supply system. An original $7 
million credit to Corporacion de Obras Sanitarias de 
Asuncion (CORPOSANA) was authorized in 1954 to provide 
a 15 million gallon per.day water supply and distribution 
system for Asuncion. The additional credit would enable 
CORPOSANA to sanehaae aida esteantion materials 
and equpiment in the U. S. in order to increase the 
number of service connections, Documentation concerning 
the subject is contained in ard/Fites, Lot €2 D 354, 

" Eximbank." : 
per 

The United States and Paraguay on Oct, 29, 1958, 
signed a loan agreement making $2.5 million in development loan 
funds available for completion of an all-weather, rock- 
surface road in Paraguay known as the Route to Brazil, 
the funds to be used primarily for financing crushed- 
rock surfacing of the section between Coronel Oviedo and 
Puerto Presidente Stroessner. The agreement was signed 
by Ambassador Juan Plate for the Government of Paraguay 
and Robert B. Menapace, Acting Managing Director of the 
Development Loan Fund, for the Untied States. Pertinent 


a 


FN 
documentation is located in ARH Files; Lot 62 D 354, "“DLF.” 
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834.00/9-1858 


Telegram from the Acting Secretary of State to the 


\ Embassy in Paraguay | 
# 
Confidential Washington, September 18, 1958--6:26p.m. 
- ‘ 
\ $9. 
; * 
- ~ eae — ‘ nm ' 
—— “ Reference Embassy's despatch No. 111, Department desires no repre” Y 2 
j -s* 


effort be spared toward arresting further propagation views expressed by Foreign” 
Minister. Implication that aid on FM's terms should be granted as reward for 
willingness stabilize currency and other measures in Paraguay's own self-interest, 
or to ease FM's political difficulties, represents fundamental misunderstandi 

; entire economic development program. Flaying east against west, and threat o 
policy change, are singularly inappropriate as basis for productive and progr 
sive Paraguayan foreign policy. U.S. efforts help Paraguay already generous © 
and FM's present tactics more likely handicap than encourage further — 3 

7 | Dept will make clear to FM, if opportunity occurs during Washington visig, ¢ og 


unjustified insinuations and veiled threats are not repeat not conducive to 


FOREIGN RELATIONS OF THE UNITED STATES" 
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cooperation toward solution Paraguay's economic problems. Meanwhile will 


appreciate cable summarizing your responses to Fi on above aspects of his 


S44 454° 5 r= 


statements. pln “Zz t. 2% 
ACTING .- : » of” 
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Telegram from the Charge in Bolivia(Carter) to the 


Department of State 





g 
Confidential Priority Asuncion, September 22, 1958--1l0p.m. 
eu. 

, ‘ 

> , N 

: DEPTEL 59.( WN 

OAR ) b 
=o. a Under Secretary Foreign Office, today again referred GOP . 
- Shy desire massive aid and cited réws reports additional aid a 
_F= Bolivia and Bolivian Congress recommendation trade and 
et ps diplomatic relations Russia. I took occasion emphasize U 
oS. all points reference telegram leaving no doubt our attitude. 
as = Emphasized our aid based GOP need, that aid Bolivia elso o 
E aids Paraguay. Later in day confidant President Stroessner 

© . , , , ding ' 
x approached me same subject and I replied similar vein adding 
~ z would be better if this new approach abandoned before going 
2 any further. He said he would report this back to President. 
~ = My impression is conversations had sobering effect both 
ye * individuals. 
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United otates-Paraguayan Helations; the Paraguayan Forel; n 
Minister Visits the Department. 
PARTICIPANTS: 


Dr. Sefl SAPIA fastor, Faraguayan Foreign Minister 
Dr. Juan PLATé, Paraguayan Ambassador to United —tates 
Ags - Mr, A, A, Mabottan, Tres Assistant Secretary of State for 
Inter-dmerican Affairs 
COPIES TO: UST - Mr. Meurice M, Bernbawa, Director, oT, Bureau of Inter—American 
affairs 
251/P = Mr. Charles ©, Carson, (fficer-in-Charge, jaragusyan Affairs 


- Me. Sarwet~ im 
a= rk ag a ee | ‘ a. —- ee « 


Following the usual pleasantrios, the Minister and Mr. tubottom alluded to their 
earlier friendship in the days when the latter was on duty at our <mbasay in Agusctin 
@Guring Yorld War il, Mr. Mubottom told the Minister that in the course of informal 
meeting of Latin Amorican Foreign Ministers ct ended, ecretary Dulles spoke t\& iz 


of the Paraguayan chancellor is highly complimentary terms. This pleased the Minister 


immensely. 


Getting down to business, the Minister said he vishod "to lay all the cards on 
the table." Mr. aubottom cordially invited him to make hinself at hone. 


ihe Ministor said he was happy to note that general conditions in Paraguay woday 
are quite good——both economically and politically. The national budget for the first 
half of 1952 had showed a surplus of some 150 miliion guaranfes, and although this 
Gid not represent a huge amount of money, the surplus vee a sign of improved econsmic 
health. The Minister said that evidence of the nation's economic advancement also 
in the current annual report of the international Monetary Fund, a draft 
of which be had just read. 


Politically, the Minister noted, the Strcessner Goverrment is moving ahead in 
ite determination to ecoommcdate denccratic processes in Paraguay: the Liberal 
Party bed been allowed to hold a convention lest July, and subsequently to reorganize 
iteelf throughout the country; municipal elections, with opposition participatico., 
would be held soon; the electoral lave vere to be liberalised; and constitutional 
reform would be carried out. 
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The Minister noted that the August 15 inauguration of President Stroessner 
wen t for one discordant note which 
Gisappointed the President considerably. The opposition Liberal Party directorate 
ted 


to participate in the cera@ponies. Instead of graciously accepting 


: 


Aeturning to econumic matters, the Hinister said that he wished to express, 
in behalf cf Fresident “troessner and himself, Faraguay’s heartfelt gratitude for 
what the United States has done to assist the country. U.wever, /araguay desperately 
needed, an’ had to bave, more belp. While remarkable economic progress had bee. 
achieved in recent years, Paraguay was still lecking adequate roads and river 
transportation facilities to get her products on the markets of the world. Besides 
better transport, the country also needs to increase production, end in 
order to do this ite people must have farm implements, machinery, fencing material, 
silos, warehouses. Paraguay hai every reason to be prowl of ite unfaltering effort, 
with U.5. ald and guidance, to carry out a currency stabllisetion plan. Uovever, 
stable eurrency, desirable though it may be, is neaninecless to the average Paraguayas 
uiless there is also visible and ble economic progress. “he Minister pointed 
out that, by using due-bilis, or 1.U"s, the rural folk can and do manage somehow 
without any currency at all. 


The Minister said that there should be no doubt in the mind of anyone that 
Paraguay stands solidly on the side d@& the United States and the Vest. He said 
that rresident Stroessner fully recognises the fact tint the United States is « 
friend of Paraguay ani bas helped her in many ways; but, in his anxiety to seo bis 
people enjoy better times, the President constantly asks his advisors why the 

ted States is not willing to do more. ‘The Minister sald the iresident wanted 
him to in Washington what be had said many times before: faragusy vould 
aed ted States of anything she has, including air bases. (At this point, 

r Plate remarked that when be is asked about Paraguay's position in world 
affaires today, he replies, "Paraguay is the aircraft carcier of the Auricas".) 
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The Minister caid thet i arerusy's anti-communist policy worxs aerainst her. 


it is Becoming increasingly difficult to explain to Paraguayan Lusiness poople 
are not allowed to trade with communist countries. For example, an 
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important considerations are involved: (1) a nation's + ody F (2) the 
question of whether relations vith the communist world are in that nation's best 
self-interest. The Minister nodded assent, ani pursuct the matter no further. 


The Minister thes sald be was constrained to montion Bolivia. ‘Whereupon, 
he produced and read « es which President Stroessner had sent his urgently. 
ted that be Lad just learned with diemay that on the day after 
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motion recommending that the government establish diplomatic relations with 
Soviet Russia. Paraguay, sald the Minister, found it most difficult to understed 
this sort of thing. 


THE | 


OF 


Mr. Jtubottem pointed cut that there is no ocmparicon betwwen the current 

situation in Paraguay avi Bolivia. He eald that present day Bolivia has been 
likened to a cancer in the body of Aserica; and that it was to the interest of the _—- 
* entire hemisphere that the malignancy bo speedily ramoved. Should Bolivia be ie 
* 


permitted to fall into chaos anf its evil effects epread, as they most surely 

would, Paraguay would probably be the first of Bolivia's neighbors to suffer. 

Mr. Rubottom suggested that Bolivia was to be pitied, rather than envied, by ox! - 
Paraguay. ‘he Minister vas in erreamnt with both observations. He went on, . 
nevertheless, to note that following the Paraguayan-Bolivian war over the Chaco, - 
the various nations participating in the settlement hel agreed to help toward 
the economic recovery of both countries; but those vhich hei actually contributed ot 
anything bed given much more to Bolivia. He said the United States had been 

particularly genercus to Bolivia, to the disconfiture of Pararuay. Tho Minister 

emphasised that ParacuayanJolivian relations are gooi at present. ihere remained, 7 
hovever, the question of « border settlement on the northwest bowndary. The at 
Paraguayens fear the Bolivians vill cause trouble if of] is diseovered in the Chaco. me 
Therefore, the United States abould try to understand Paraguayes alara vben the 

United States grants large-scale assistance to Bolivia—including arms. 


Mr. Mubottom sald that he vas under the impression that the subject of arns 
te Bolivia was cleared up vhen Paraguayan officials mentioned it to him and other 
U.S, officials who scccapanied Vice President Kizon on his South Amrioan tour 
last epring. Me. Rubottos recalled that earlier this year the United States had 
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Palace Guard. He said he would be gled to provide the Minister with precise data ~ 
* matter if he wanted it. ‘The Minister declared that he himself believed vhat 
oe been told, and hai only vanted to point out that the Paraguayan masses, vho 
arc not acquainted with the facts, are naturally distmmbed wher they hear of U.S. 
money going into Bolivia. The thought of U.S. arms ani 
hands of irresponsible Bolivians such as Juan Lechin, the 
leftist labor leader, was particularly disturbing to Paraguayans. 

to 





-- the fer sme tine fant mounted to precticsly nothing at present Mr, 
Rubotton oS, acti es in behalf of Bolivia ere solely for the 
purpose of helping a member of the Latin American community that has fallen into 


Gire distress, and that to bring that country back to economic health and eclf- 


nf 
24 


Turning again to Paraguay’s urgent need for economic develogment, the Minister 
observed that hitherto the United States had adopted « strict bankor's attitule 


their dealings vith Pareguay. He said the GOP is thinking in terns of a loan frou 
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> the United States of some 25 to 30 million dollars..... bars 
Mr. Rubottom said that it was now his turn to speak frankly. He began with of 
a reference to the report Dr. Milton iigenhower made to the President follow VY," 
his recent fact-finding tour of Central Anerica.(He sald tht formiost anong Dr, = \// #7*: 
Eisenhower's findings in the area visite! wes the nee’ for bankable loans-not grants. on 
The Minister quickly replied thet Paraguay is not at all interested in grant- G. 
aid, the very thought of which is repugnant to her. He spoke of the reputation By 
Paraguay enjoys for paying her debts and of her intention to maintain her good name. +. 


She doos not ask for charity. The Minister said he had not necessarily meant an yt 
immediate loan of $30 million, but something approximating that sum to be spent over fae 
@ period of time—perhaps on a five-year economic development plan. He then inquired a 
about ‘the possibility of the United States sending an economic planning mission to 

Aguncién to make @ complete survey of Paraguay's econony; to study her necessities; — 
te find out what Paraguay is doing that is wrong; to suzgest projects that might be : 

_ endertaken, and generally to show the Paraguayans the patinmy to seme of the better 


’ 
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" ghings of life. Pareguay, he said,sorely neeis e well-ordered plan. 


Me. tubottom indicated interest in the idea of such a mission and agresi, 
without making any camitment, to look into the feasibility of the United States 


eerndiing one. 


« Mr, iubottom stressed that ve are 
together in the hemisphere and in free world. He also stressed the gratitule 
which the United States feels tovard Paraguay, « valuol and respected partner, for 


“Sper cooperation and support toward the realisation of comon ideals, Mr. ibotton e 


problems, Referring to the Minister's earlicr allusion to vhat Paraguay rogarided 

as alowness on the part of the Development Loan Fund in attending to Paraguay's 

ted out that the ULF is a now organigation which has 

encountered @ munber of delays in getting under way. lievertheloss, the ULF had 
in 





alreaty definitely committed $6.1 million for use in Paraguay which pleced pees 
Paraguay in the forefront aaong the latin American countries which had obtained os 
benefits from the DLF. Furthemore, the ULF was actively considering additional >> 
loans for Paraguay. Mr. iubottom said that there is no doubt in his mind that om 
Paraguay will, in the coming years and as she grows, contime t qualify for aa 
loans from the United States, although ve naturally could not commit outselves - 

to any projects or amounts in aiivance of clear justification by cases. ss 
» \« 
The Minister laughed and said, "There yoy go, speaking as a banker{" Bhatmoe 

The Minister then described what Paraguay is doing with regard to tle probles re 
of river transportation. He told of a $1.9 million agreaent signed recently bo 
with Spain for the purchase of throo river steamers and five barges; ani of current ye 
negotiations with Japan over a proposed $3.2 million deal for the purchase of fe’ 
five cargo ships, a refrigerated barge and « cattle boat. lie stated that if an | -. 

agrement is conmamated as expected, it will moan tho ontry into Pararuy of - 
_te 75,000 Japansec immigrants over a 30-poar period, laraguay, he noted, hai ‘ 
. = 
ee aye weg 
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Construction costs would be paid out of a combination of Paraguay's favorable 
gy - bpd tg 430 pesetas which the United States holde in Spain, 
« Rubottom sald that this, end any other Paraguayan loan proposal, would 
receive careful attention in Vashington but that naturally be cvould not com lt 
the United States then a there. 


nde“ The Minister said two items of business ranained. The first was th» Minister's 

Y. information copy of a lengthy telegram which Preaidoot Stroessner had just sent 

6B tly to President Eisenhower. The Minister rendered an eloquent reading 

of the oA Stroessner, saying that his message vas inspired by the 
treditional p between Paraguay and the United States and vas a re- 

; affirmation of Pan-American ideals and principles, urged that the United States 

lem its whole-hearted cooperation in the current gathoring of the Foreign 

Ministers of the American Republics who had met to discuss the proposal "Operation 

Pan-America" of Brazilian President Kubitechek, Stroogener noted that a united 


America, closely bowxi by ties of friendship and understanding, can serve as an 
example to the world. 
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The second iten vas tho Minister's request that Mr, Rubottom arrange an 
appointment for him with Secretary Dulles. He wished to mako a courtesy call, 
and hed no intention of discussing Paraguayan problems with tho Secretary. 
Mr, Rubottom said he was very sorry, but the S had loft that afternoon 


for Boston and would not return before the Minister's scheduloi departure for 


| The Minister eai4 he vould be he fail to call attention to 
_' the fine work of er who hed created so many frieuis for" 


> 


Xr 


Ee 




















himself and his country in Paraguay. Mr. Rubottom said he knew the 
Smbassaior vould be pleased to hear this, 
the conversation ended in the same cordial atmosphere in which it began. 
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Despatch from the Ambassador in Paraguay (Ploeser) to 
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’ Confidential Asuncion, September 9, 195°, 
é No. 100. a 
sussect: Ambassador's Report on the Objectives, Progress and Projections of the _ 
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OBJECTIVES IN PARAGUAY 





The objectives of the United States Embassy, as pursued during the 


past two years in Paraguay, have been: 


to stabilize the ecunomy and to lay a suund base for 
development, 


to establish a mutuality of understanding and confidence 
so that economic assistance could be programmed 
with the common purpose of supporting both U, S. 
policy and Paraguay's national self-interest; 


to educate the political thinking of the Government to 
cooperate with United States objectives in regional 
and world organizations; 


to nurture in the people of Paraguay an attitude of 
friendship and respect for the people of the United 
States and for our Government; 


to avoid all appearances of condoning the dictatorship 
of Geneval Alfredo Stroessner and letting it be 
clearly known that similar cooperation would be 
extended to any other non-Communist regime which 
might come to power in Paraguay; and 


to initiate and foster steps toward democracy in a way 
that would give no honest pretext for charges of 
interference. 


MEASURE OF ACHIEVEMENT 





We believe that: ° 
(2 
the measures taken to bring about monetary and 
fiscal stability have been uniquely successful; 


technical assistance and luan assistance have been 
applied in a manner that has supported U.S, policy 
objectives and has been in accord with a reasoned 

appsarsal of Paraguay's national self-interest; 


the political thinking of the Government of Paraguay 
has been educated to express itself in undeviating 
accord with that of the United States in all regional 
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P and international assemblies; 


the people of Paraguay do radiate and demonstrate a 

. genuine friendliness and respect for i.orth Amcricans, 
and being genuine, it has made our tasks here easier 
and more rewarding; 


not only have we avoided the pretensions of condoning 
dictatorship, but on the contrary, we have openly and 
avowedly advocated the immediate necessity to initiate 
democratic processes in Paraguay; but 


the pressures applied to the present government to move 
it toward greater political liberalism have not been 
measurably fruitful. 
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2. ECONOMIC 





Program Appraisal - 





In an effort to evaluate the Country Program for the past two years, 
we would say: 


l, Country Team 





All components have been brought together into a harmonious 
and “hard-hitting" unit. Early in the period, there were 
discernible sectional weaknesses in the Air Force Mission 
and in the United States Operations Mission. These debilities 
were promptly eliminated, For the past year there has not 
only been the closest cooperation based upon a mutuality of 
respect, but complete and effective support has been given 

to all sections of the Embassy. Today, the Country Team 

is an operational fact rather than only a semantic concept. 


2. The Stabilization Program 





In December of ly®5., the Ecunomic Section of the U. S. 

Embassy cast a statement of Paraguay's external indebted- 

ness and her annual service reyuirements, and then care- 

fully estimated Paraguay's ability to meet those reyuirements 
together with her further absorptive capacity for_ modest and 2 
feasible development. (See Exhibit I - appended. ) v/ 


It is our belief that this was the first time any of the lending 
agencies of the United States, or the International Bank, or 
the IMF, had a factual photograph of Paraguay's external 
debt obligations or of her potential ability to service them, 
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It is certain that it came as a surprise to the Government 
of Paraguay. 

ie 
Based on that study, the Team was able to recommend credits 
for selected public works and for private enterprise, The ; 
former were directed toward those that would be essential to 
provide a basis for private investment, Every recommenda- 
ion was predicated upon the conviction that monetary and 
fiscal stability had to be reinforced, that inflationary pressures 
had to be resisted, and that a sound fou’ dation fur development 
had to be laid down, 


© Not printed. 
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supported 
ontract for continuing monetary stability between 
$f the GOP and the IMF.) Our dealings with the Govern- 
ment have been a synthesis of respect and firmness, 
and we believe that it is not egotistical to suggest that 
this relationship has been one of the fundamental 
reasons for the unique success of the stabilization 
program in Paraguay since its inception in late 1957, 





At the risk of interrupting the narrative here, we want 
to make a point of the fact that the Resident Represen- 
tative of the IMF in Paraguay, Kemal Kurdas, has 
cooperated with the Embassy so effectively and con- 





~= What has been said of Kemal Kurdas can also be said 
of Ing. Gustavo Storm, until a few days ago, President 
of the Central Bank. Ing. Storm has been a strong 
oneal of support for the stabilization program. His 
policies were formed in constant conéultation with the 
Embassy, with the USOM/P and with the IMF, 





It can be added that there has been an atmosphere of 

° complete integrity maintained between the Ambassador 
and President Alfredo Stroessner. It has been this 
pattern of honest and open dealing with the President 
that bas made it possible for the Ambassador to obtain 
his cooperation with the stabilization program in the 
tace of violent attacks -- and there have been many 
violent attacks -- by certain members of Me Paraguayan 
cabinet, 
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The credits extended in the public sector, e.g., the 
a ——~. same edt 500, 000 for the Brasil Road in 195u and the 
NY $i, vd, G00 for telecommunications in 1959, \were 
timed so as to influence the renewal of the ‘stabiliza- 
tion agreements of those years, 
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A 
~ On Aug, 13, 1959, the Government of Paraguay and the 


International Monetary Fund entered into a $2.75 
million stand-by agreement to facilitate continuation of 
its fiscal stabilization program. Pertirent documentation 
is contained ir aval Files, Lot 62 D 354, “IMF,” and in 

" 


Department of State decimal file 834.10. See also, 


International Monetary Fund, Annual Report of the Executive 





Directors for the Fiscal Year Ended April 30, 1961 





(Washington, 1961), pp. 28-32. 
4 
q On Aug) 3, 1959, the Development Loan Fund announced 


approval of a $1 million loan to the Government of Paraguay 
to help provide improved telephone, telegraph, and teletypewriter 
service between Paraguay and other countrtes. Documentation 


fst 
on the subject is located in ARA Files, Lot 62 D 354, “DLF."” 
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This avoided a crisis at the time the stabilization 


agreement was up for renewal and this action appears 
to have successfully forestalled the devious elforts of 
the communist organization to unleash a general strike, 
The Embassy received praise from the IMF represen- 
tatives, praise to which the Embassy is probably not 
entitled because we did no more than fulfill our clear 
responsibilities. 


Summarizing, we would conclude that the Embassy 
policy has not been one of unreasoned liberality with 
loans to the Paraguayan Government. Every loan 
has been timed and sequenced to have the optimum 
effect politicaliy, on fiscal stability, and to prepare 
the way for economic development. In this, our 
liaison has always been tight with the International 
Bank and its special mission of 195., and with all 
other lending agencies. 





>». The United States Operations Mission to Paraguay 





° In a manner that would avoid the possibility of creating 
an impression that the Embassy was trying to direct 
its affairs, the Embassy has made an evaluation of the 
past and present programs of the USOM/P. In the 
process of so doing, the Embassy has received the 
fullest cooperation of USOM/P's Director and Assistant 
Director. a2 
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Under the firm belief that the United States cannot 
forever pamper so many nations of the worid, or 
subsidize their legitimate budgetary charges, we 
have established termination dates for USOM/P's 
services and projects. We are convinced that if 

we are to attain the objectives of ICA, projects 

must have final date goals as well as gvals of 
accomplishment. The built-in habit of U.S, 
bureaucracy--as8 is true of all SDureaucracies-- 

to perpetuate itseli is an understandable, a human, 
but a vicious tendency. We can understand why each 
servicio and each special project has a huncred ex- 
cuses for its own expansion and perpetuation, At the ‘ 
same time, I want to put it clearly on the record that 
the Director of USOM/P and his Assistant Director 
are cognizant uf this tendency and are fully with me 
in puttsng this practice to the guillotine. 





Appended as Exhibit Tis a list of the projects that 
are in being, as well as those which are contemplated 
in the Paraguayan technical aid program, and we have 


“ 


indicated the projected dates of termination, | 
It is the firm recommendation uf the Embassy, con- 

curred in by USOM/P's Office uf the Director, that 

these dates be strictly observed. 





. +. Private Enterprise 





he Embassy has placed great emphasis on private 
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enterprise, and as a matter of policy and basic ex- 


perience, we believe that representative freedom can 
never be enjoyed unless enterprise is free. 
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productive forces of the private sector of this economy. 
Moreover, it is a basic step to support a continuance of 
stabilization program. 


Projection 





Based on the assumption it is unlikely that there will 
be a large inflow of private capital during the next two 
years, and that a steady and progressive improvement 
in Paraguay's economic position will continue to be a 
difiicult task, we believe that our assistance program 
must have continuity. The fundamental reason for this 
is that we must give Paraguayan entrepreneurs the 
assurance that they can count on continued development 
loan assistance so that planning can take place in a way 
that will make possible the optimum utilization of man- 
power and financial resources, 


When it comes to a projection for the next two years, 

we offer it with a humility that rests upon an awareness 
that this forecast must ride in the teeth of the hurricane 
of change that is sweeping over the planet, Nevertheless, 
our recommendations fur loans over the next twwv ycars 
would follow roughly in this seyuence and in these priori- 


- 


ties: 


a. To the Private Sector 





(1) That every effort be made to assist in the establish- 
ment of a local private enterprise development bank 
under the direction and control of competent and 
experienced foreign technicians, This bank could 
accommodate intermediate - and long-term develop- 
ment loans of a mudest size, and it could serve as 
a vehicle through which future loané*could be channeled 
and must effectively applied in Paraguay; 


(2) Premised upon the elimination of the existing restric- 
tive controls in cattle raising and meat prvucessing, 
that a line of credit be extended to the larger cattle 
raisers whose needs would vutrun the near-term loan 
capabilities of a development bank; 











“CONFIPEN TIAL 
OM Pz. y aos ” ‘ » 7 PP . os ws ¥ > : _ . e Sin oes m -" a, - . ' af . we 
52 3 2 ‘ * SONS head ~ ae, ~ < > - ve “4 K are “4 BB. en a6 » di 
oe, itis. re eS. oe eel heel i lone ial 
——— ' —_—_—— :aliiniaiann acne simemiaaiieaacaa 








“DECLASSIFIED FOR PUBLICATION IN 





Sy - 2252 
ey PAL Page ll 
copy AVAILABLE Encl;—No, 
gest Degp. No, 100 
From Asuncion 




















(5) That an objective but generous attitude be applied 
to loan applications to assist in feasible indus- 
trialization of forest products, milk processing, 
fruit packing, sugar-mill renovation, cement 
plant and fiber development and utilization, and 
electric power facilities; 


(4) In the event the Government's electric generation 
and distribution facility (Administracién Nacional 
de Electricidad) is sold to an outside capable and 
experienced utility operator, that a loan for its 
renovation and expansion be seriously considered, 
if needed, 


b. Tou the Public Sector 





(Géne ral: 


_ (1) A basic need of any economy is transportation and 
communications. In this we must, of course, deal 
directly with the government, Under the present 
telecommunications program of Paraguay, comple- 
tion will give the-adequate communications facilities 
for the fureseeable future, but Paraguay needs roads 
and mvre roads tu open up the cvuntry. This need, 
which is natural, is made all the more acute with the 

. breakdown of the present antiquated railway system, 
In this regard we have been negotiating an engincering 
unit arrangement between the Paraguayan government, 
ICA and the United States Army, which will be most 
helpful but not enough, Paraguay will need loans for 
new roads and for the improvement of old roads, 


(é 


FOREIGN RELATIONS OF THE UNITED STATES" 


(<) The airport, because of its 9, VOU ft. runway, is a suitable 
‘Jet’ station and Asuncion is coming in for more and more 
air travel, Within two years a new hotel in duwn-town 
Asuncion should be completed, Then Asuncién will 
definitely become a tourist attraction as the original 


"colonial city" (still colonial) and a most suitable loca- 
tion from which to visit Falls Iguaza, 


Apron and parking facilities at the airport should be given 





attention, 
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(2) Loans to the public sector should be extended 
in harmony with the general philosophy, con- 
ditions and cautions set out in the Report of 
the Survey Team of the ILRD dated March l7, 

a ~ 1959, which lays particular stress on the need 
for increased agricultural production and re- 
organization of the present agricultural credit 
facilities; and 


(4) In harmony with that Report, that the loans be 
those needed for transportation--especially 
feeder roads--and communications facilities; 
and 


(-) If a foreign and experienced private utility enter- 
prise cannot be found to take over the Adminis- 
tracion National de Electricidad (ANDE) on 
reasunable terms, and a public loan becumes 
a necessary final resort, then such a loan be 

—_ considered, but it should be granted only on 
the condition that foreign technical and admin- 
istrative managemcnt be clearly stipulated in 
said loan, Withn ANDE there has been much 
waste and payroll padding through political 
patronage and the Guvernment can, by cleaning 
its own house here and in vther places, make 
room for needed improvements through its own 

. . revenues, 


» Conclusion 
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All loans that may be hereinafter extended should be 
cunstructed with a knowledge of Paraguay's annual 

debt load and service reyguirements. 7A reference to 
Exhibit I indicates that Paraguay has additional debt 
servicing Capabilities from, and including, 1962 and 
thereafter, The current Central Bank reserve posi- 


tion and the improvement that has occurred in the 
Bank's liquidity during 1959 give sume basis for 
confidence that Paraguay can pay any loans which 
may be granted in the categories listed above--as 
long as the service payments are extensively limited 
to 1962 and thereafter, 
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Finally, it is the considered opinion of this Embassy 
that, as long as the Government of Paraguay rigidly; 
adheres to the stabilization program, she should be 
generausly treated--in accurdance with her ability 
to pay--in the private sector, and that further loans 
in the public sector should be in accord with the 





thinking expressed above, 


Appended as Exhibit 1 is a schedule of Paraguay's 
external debt and annual service re ,uirements as they 
exist at the time of this Report, 


Appended as Exhibit LI is a list of projects of USOM/P 
and their scheduled termination dates, 


Appended as Exhibit III is a schedule of loans made 
to Paraguay during the past two years by the DLF, the £ 
Ex-Im Bank and the World Bank. |’ VV 
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POLITICAL 





Embassy's Past Action 





Paraguay has a long history of political instability and a "state of siege" 
has existed almost continually since 1940. President Stroessner came to 
power in 1954 by a coup and was elected in a plebiscite and was re-elected 
without opposition in 195., for a five-year term to expire on August 15, 19.3. 


The GOP's political weaknesses and instability in the inter-American 
system are of vital concern. All U.S. economic assistance and counseling 
has the basic objective of promoting its economic development and thereby 
political stability which will provide a favorable climate for the establishment 
of a more democratic government so that it may be a greater force for 
strength in the Western hemisphere, 

Stroessner, a so-called ‘strong man" governing under the 1940 con- 
stitution has indicated that he would like to move towards democracy. The 
Ambassador in various speeches has encouraged Paraguay to take steps 
towards democratic reforms partcularly in his April 13, 1959 speech in which 
he forcefully stated the U.S. position concerning “emocracy in the Western 
hemisphere and made clear that the U.S. position towards Furaguay is not in 
support of dictatorship as against democracy. In many private conversations 
the Ambassador has urged Stroessner to move taward democ racy and has even 
made suggestions as to laws for free elections, free press, etc. In early 1958 
President Stroessner promised Municipal elections and allowed the two opposi- 
tion parties, Liberal and Febrerista, to hold conventions. Due to a political 
gisturbance, these were nullified. Later, on May 29, 1359, the uni-cameral 
Congress was dissolved due to a serious open split in the Colorado Party. The 
Colorado Party and the Army have been the base of Stroessner"s political 
strength. However, Stroessner's waxing and waning of democratic moves 
now include the convocation of congressional elections in February 1960 in 
which the two opposition parties may participate. 


The Embassy has 
concentrated on "'the people of the U.S, to the people of Paraguay" theme in 
order not to appear that the U.S. is supporting ‘dictatorship’ in Paraguay as 
against democracy and also to continue to lay a basis of friendship and coopera- 
tion between the two peoples in case of future changes in governments which 
may occur. In this regard, Embassy officials have kept contact not only with 
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the Colorado Party and government officials but also with opposition party 
leaders whuse members have been received and welcomed in the Embassy. 


The Embassy has continued to encourage free labor movement in labor 
_ circles in its personal -onta ct rrr 
, 


¢ - 

The Communist Party (FCR is small, disorganized, and illegal. Its 
principal threat lies in its penetrations into the various political parties, 
including the ruling Colorado Party, through which it contributes to politi- 
cal instability. The PCP has been active in the student and labor movements 
but has not gained a dominant position. Most of the PCP leadership is pres- 
ently in exile where they play an important role in the subversive planning 
of the political exiles. 


The Embassy's plan of action for the present and future is to continue 
to encourage the GOP to take steps towards democratic reforms, short of 


interference. 














Possibly one might hope that the dissident 

clique of the Colorado Party, whjch has made its break based upon an in- 

sistence of democracy within the government, might be the most liberal 
roup. This is more a political promise than a hope, based upon experience. 








Then too, there is always the 
private enterprise motive in South American governments, which is certainly 
not absent in Paraguay. An overturn opens the door for two possibilities 
which are harmful to U.S. purposes: 
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l. Communist infiltration; 

2. Ablow to economic stability. - ete 

Because of the fact that the pledged stockholders of the Paraguayan 
Development Bank project are of all political shades, it is believed that the 


establishment of this bank will lend a measure of political stability guarding 
the economy. 


a oe 
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Embassy's Plan of Action for the Pre.ent and Future 





l, Continue to encourage the GOP to take steps towards democratic reforms, 
short of interference. 


2. Continue contacts with dissident political groups. 


3. Continue to encourage the GOP's support in the United Nations 
Organi zation and the Organi zation of American States anu elsewhere, 


4. Continue to encourage free labor movement in its contacts. 
5. On every possible occasion reiterate our anti- communist position and 


our support to the free worlau in public statement as well as private, 
This should be the political theme of all personnel in the American 
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Lad Embassy. 
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aad 6. Continue to encourage the GOP to improve its control of Communism. 
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4. UNITED STATES INFORMATION SERVICE 





Accomplishments and Goals 





The American School has been chartered as a bi-national 
institution. Kindergarden will open with 20 pupils (1) Paraguyang 
September 1. In March 1960 it is hoped cnrollment will be 70 
Americans and 4v Paraguayans. Goal: Fund: for "model" 
American school building. 


Two American students are in National University under the 
Inter-American Cultural Convention, Paraguayan student will be 
in University of Texas in September. First time Paraguay has 
complied with LIACC obligation, 


Two American professors are in National University, one 
lecturing in Economics, one auvising on complete administrative 
and curricula revision to 'Americanize" higher education in 
Paraguay. American professor budgeted for 1960 FY to aid 
Engineering faculty. 


On the darker side: PL-46v funds of Fullbright Commission 
will be spent in FY 196u; necu more sales of excess agricultural 
products to finance long-range cuucational program launched in 
1958-59, 7 


Commentary 





: The Embassy believes that the Bi- National Center in Paraguay 
is very important undertaking and that every effort should be made 
to expand its activities and coordinate them more in the public- relations 
sense than in the purely academic sense, and we have really not begun 
to realize the full potential of this Center. Every effort will be made 
with the changing of the Director to set up a program which will comply 


with this goal. fe 
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The Embassy believes that public relations, including the facet 
of publicity, is a two-way street. A constant flow through the two 
main channels available in Paraguay's controlled radio and controlled 
press of American information and propaganda has been extremely 
helpful here. It is in good hancs, anc we are enjoying good, voluminous 
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copy. In the past two years we have also tried to pump into the U. S., 

press accurate information regarding Paraguay, its opportunities, and 

its relations with the U.S. While Paraguay is a small nation and does 

not deserve much space, we feel quite satisfied that it has had its amount 
proportionately for the first time in history. This channel] should be kept 
open. It benefits our economic opportunities here for American enterprise 
and benefits Paraguay and certainly benefits relations between the two 
countries and U.S. objectives abroad. 
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The President said he had before him the letter from Stroessner a 


with our draft reply regarding his request for transport planes. v4 
The President said our draft reply talks about our love of Paraguay | 
and says the President will have the appropriate agencies study this 

/ request.) The President said it seemed to him we could make a quick 
survey to see if any planes of these types were even available; the 
President doubted we had any left. The President said he would rather 
just say no than to give this sort of soft-soap reply which cast the 
President in the role of a Pontius Pilate. The Secretary said that 
had not been the intent of the letter, although the drafting might be 
improved. The intent was to get it away from the Presidential channel 
back into diplomatic channels. The Secretary said we are principally 
worried about the financial angle, i.e. that Stroessner can't really afford 
to build up this kind of thing. The Secretary suggested the President | 
might wish to send the letter back and let us redraft it. The President 
said he would put in his own thoughts and return it to the Secretary. — VU 
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couducting ucpotiations with VU. So. Governiciit azencies and the IRD 
for a loan for a Paraguayan economic cevelopment bank which he is to 
head. 


I understand that the IBRD after consideration of Dr. Storn's 
proposals has now made conditions that would preclude then from 
participating in the loan at this tine. It is my understanding that 
the IBRD set up.criteria which were beyond the capacity cf the orvan- 
izers of the bank. In view of the limited financial resources avail- 
able in Paraguay it is clear that the IS5RD requirements for additional 
Capital participation by the Paraguayans and a substantial anount of 
junior capital from other sources could not be rcalized. 
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There is an inportant need for a banking establishaent in Paraguay 
dedicated to economic developrient loans. For over two years the rovern- 
went of Parayuay hes adhered to a Stavllization arreencut which has 
called for a larve deyree of financial custerity. It has becca. the 
teudency of political ami economic leacers in Paraguay to associate 
Stabilization with reduceu economic growth or even Staguation. An 
econaalc cevelojyment bank could do much to allay the fears «2 Para: uay 
that the U. 5. Government supports stabilization programs but is not 
as sywpathctic to their economic develomacnt aspirations. in addition, 
there is a real econowic Justification for 4 development bank which 
woull devote its resources to productive loans which cannot be made 
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Such a bank can make an important contribution to the cconomic develop- 
ment of Paraguay and help expand production in the vital export sectors. 





wv’ 


I have discuscsu this matter fully with Assistant Secretary Mann 
and he concurs with the vicws expresse.t., - _ 


Sincerely yours, 


. 
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3. Hold to a policy of not granting U.S. funds for direct 

budgetary assistance, but make available for economic 

development substantial amounts from the international 
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for the following purposes: 
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Not printed; in an appendix to its memorandum, the Peruvian 
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Editorial Note 





Airgram 151 to Lima, February ly, 1958, authorized the m=steem Embassy 
A 

to negotiate with the Peruvian Government for the sale of $7.@ miition (in- 
cluding transportation costs on 50 percent of the commodities) worth of 
United States surplus wheat, rice, and dairy pro juets| under fitie I of Puvlic 
Law 480, the Agricultural [rade and Development and Assistance Act of 195). 
Enclosed was a draft sales avreement. (411.2341/2-1:58) The draft agreerent 
with amendments was effected >v notes exchanged at Lima on April 9, and it 
enterec into force on the same day. The text of the agreenent was sent to the 


Department of State with despatch 769 from Lima, April 15. (411.2241/4-1558) 
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723.5621/4-1458 


Memorandum of Conversation, by Sandy M. Pringle .: the Office of 


South American Affairs / 
Confidential Washington, April 14, 1958. 
SUBJECT: Naval Vessels for Peru 


PARTICIPANTS: Ambassedor Berckemeyer, Embassy of Peru 


Miguel Grau - Minister » Embassy of Peru > 
ARA = Mr, Rubottom er 
OSA = Mr, Pringle — 
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x A Ambassador Berckemeyer said that he had been instructed by the Foreign 
“ = Minister to take up the matter of naval vessels for Peru and to obtain the De- 
= partment's comments on certain specific questions, While the Ambassador did not 
— so phrase them, they can best be stated as follows: 
— ——— 
De Why are two submarines and two destroyers being earmarked for Chile under Kay, 
OS the pending naval ship loan bill when Peru is only to receive two destroyers? ae 
i Why is the US spending $10 million for maintenanve work on Chile's two cruisers — 
* © in US shipyards when it refuses to sell Peru a cruiser? Does the Department y 
have any comments on rumors that Chile is obtaining an aircraft cerrier in the . 
US or elsewhere? Was the U's withdrawal of ite offer to sell Peru two destroyers Ve 
\ the result of pressure from the US? » > 
Vv ' 


In reply, Mr. Rubottom said that he would first like to make a few very 
gereral remarks about US military assistance. He explained that the furnishing 
of assistance to Latin America is based on militery considerations and that the 
favoring of one nation over another ie not involved in any way, He said that 
assistance is based on an estimate of the military threat to the hemisphere, 
the requirements for equipment to meet that threat, the availability of equip- 
ment, and the capability of recipient countries to use it, He said that the 
US is attempting to develop the anti-submarine warfare capability of the Latin 
Americen countries and that, with this in mind, it extended Peru a $16,600,000 
credit for the purchase of two modern submarines,, He pointed out that this 
credit, the largest single military credit extended to any Latin American 

meigvernment, was arrangsi at the request of the Peruvian Government at a tine 
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when the US was unable to agree to the 


of 
Reserve Fleet, He also pointed out that the US, et the of 
Government, recently agreed to the of the principal of this 
lean for three yeers in order to case Feru‘s balance of paynents protiens..— 


Mr, Rubottom said that, for the purpose of developing Latin American anti-sub- 
marine warfare capability, two destroyers are earmarked for Peru under the pending 
navel ship loan bill, Under the same program, Chile is scheduled to receive two 
destroyers and two submarines, so that it can improve its ability to defend its long 
sea lines of communications, Mr, Rubottom pointed out that this information had long 
been known to Peru and had been the subject of discussions between Prime Minister 
Cisneros and Ambassador Achilles a year ago. 





With regard to the maintenance work being done on the two Chilean cruisers in US 
shipyards under the Mutual Security Program, Mr. Rubottom said that it would cost not 
$10 million but approximately $4 million, He also pointed out that we similarly assist 
Peru in the maintenance of units of its Navy — for example, the three destroyer es- 
corts it obtained from the US in 1951. He said that the Chilean cruisers had been 
brought to the US because the maintenance could best be done here, whereas the mainte- 
nance of Peruvian vessels could be done in Peruvian shipyards with spare parte fur- 
nished by the US, He said that it would seem to be advantageous to Peru to have 
maintenance work on its vessels done in Peru rather than in the US, thus providing 
additional work for its shipyards. 


Referring to the rumors that Chile might be obtaining an aircraft carrier, Mr. 
Rubottom said he could assure the Ambassador that Chile was not getting one from the 
US and that, so far as he knew, was not obtaining one elsewhere either, As for the 
cancellation of arrangements for Peru to purchase destroyers from the UK, Mr. Rubottom 
said that the Peruvians themselves had informed the US that they had decided not to 
buy the vessels, He pointed out that Admiral Llosa had given Admiral Peterson this 
information on August 5, 1957, and Ambassador Berckemeyer acknowledged that this was 
correct. Mr, Rubottom said that, if the Peruvians had agreed to buy the destroyers 
from the UK, he felt sure that the latter would have sold them, whether the US felt 
it to be desirable or not, 


The present status of the naval ship loan bill was then mentioned, Mr, Rubottom 
said that it had been introduced in the Senate and that committee hearings might be 
held soon, He said that the bill had the strong support of both the Defense and the 
State Departments and that we hoped it would pass., > 


After leaving Mr, Rubottom's office, Ambassador Berckemeyer told Mr. Pringle that 
the conversation had been very useful. fle said he suspected that the military members 
of the Cabinet had been putting pressure on the new Foreign Minister, Refill Porras, end 
hoped that the report of the conversation with Mr, Rubottom would give the Foreign 
Minister a better perspective on the problem, The Ambassador said that he himself 
was thoroughly familiar with the background of the matter but that Foreign Minister 
Porres undoubtedly was not, 
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Presidential Correspondence, Lot 64 D 174 


Letter from President Eisenhower to President Prado \~ 


-—_ 


Washington, April 22, 1958. 


Dear Mr. President: 


It gives me especial pleasure to transmit to you through 

, the Vice President of the United States, Richard Nixoa,<——« &~ . 
my warm greetings. Iam gratified that the Vice Presi- 

dent was able to accept the cordial invitation which you 

so kindly extended for him to visit Peru. 


— re —_ 


2 Almost two years have passed since | had the pleasure 
\/ of meeting you at Panama,and of sending the Secretary of | 
State, John Foster Dulles, as my personal representative ae 

++ to your inauguration) Since that time, it has been my ; 

/ privilege to correspond with you on several occasions re- 
garding pressing world problems. I have been particularly 
conscious of your deep personal concern with international 
affaire and of the steadfastness with which you and your 
representatives have supposted constructive measures to 
advance the cause of world peace with justice. Ihave 
aleo followed with great interest the impressive progress 
made during your administration in the consolidation of 

- true democracy in Peru and in the maintenance of a free 
and etable economy. 
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; 


Peru and the United States share a firm dedication to the 
principles of liberty and freedom, and we have also dedi- 
cated ourselves with high purpose to the Organization of 
American States, an inspiring example of peaceful regional 
cooperation among nations. Long united by bonds of closest 
friendship, our countries will, I am confident, work to- 
gether with even greater good will and understanding in the 
yeare to came. 
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Y ne fonanes-te-be Vice fesktet Richard M, Nixon‘ visit, te 
Lima, May 7-9, during his wd to South America, April 27-May 15, 1958; ° 


for documentation, see pp. 


/ Reference is to the meeting of the American Presidents in 


Panama, July 21-22, 1956; for documentation, see Foreign Re lations, ' 





1955-1957, vol. III, pp. ff. 


u Pu tatA ind 
Vv Secretary of State Dulles attended Prado's inauguration in 





Lima on August 28, 1956; for documentation, see Foreign Relations, 





1955-1957, vol. III, pp. ff. 
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In extending my personal regard to Your Excellency, 
I desire to convey to you and to your countrymen the 
‘sincere best wishes of the people of the United States 
for the continued welfare of your great nation. 


,——_\8 
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Memorandum of Conversation, by the Ambassador in Peru (Achilles) 


Confidential Lima, May 7, 1958. 

; SUBJECT: Political and Economic Situation . 
PARTICIPANTS: Manuel Prado, President of Peru 

" Rail Porras Barrenechea, Foreign Minister (last ' 


part only) 
Richard M. Nixon, Vice President of the U. S. 
Roy R. Rubottom, Asst. Secretary of State for 
Latin American Affairs 
Theodore C. Achilles, Ambassador to Peru 


The Vice President presented President Eisenhower's letter, \\/ 
and, after an exchange of pleasantries, opened substantive con- 
versation by asking whether the President considered the Communist 
problem bad in Argentina. The President replied that the combina- 
tion of Peronism and Communism was indeed bad. Communism was also 
a serious problem here. In Cuzco a local Soviet had recently 
emerged and taken over the city for two days until additional 
troops could be sent. In Puno Communists crossed the border freely 
from Bolivia. If Peru's economic problems were not solved, there 
would be an increasingly serious Communist threat in Southern Peru. 
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President Prado and the Vice Fresident agreed that the economic 
problems of Peru and the U.S. were similar and due to the worldwide: 
fall in prices rather than to policies in either country. President , 
Frado stated that mining represented a major part of Peru's economy 
whereas it represented only a small factor in the U.S. economy. The 
Vice Fresident mentioned our awareness not only of the importance of 
the mining problem to Feru but also agricultural problems and stated 
that our surplus disposal program was conducted with every effort to 
avoid disturbing the economies of friendly countries. 


The Vice President inquired how it was that Peru had been able 
to develop such sound economic and political policies in contrast 
with some other South American countries. The President replied 
that the Peruvian peorle saw the advantares of such policies, as 
did the Government, and he would see that they were fully maintained. 

‘ The Vice President cited Peru as a model of a policy of free enter- 
prise, free exchange and a completely free economy. The Fresident 
said that Peru was currently encountering financial difficulties 
but was proud that it had not had to dip into the yoO million 
Stabilization Fund, althourh there was creat pressure to do so, 
particularly for public works ani housing. The Vice President 
commented that the U.S. had similar problems. 


At this point the Foreign Minister entered and the conversa- ' 
tion returned to Communism. It was pointed out that although 





/ The source text, sent to the Department of State under cover 


of despatch 848 from Lima, May 13, bears the notation that it was 


approved in draft by Assistant Secretary Rubottom. 


Ante, p. - 
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| Communism was illegal in Peru under the Constitution, there was no 
legislation permitting the Government to take action even against | ~- 
the ringleaders in such flagrant situations as the temporary occu- 
pation of Cuzco. He had presented legislation to the last session 
but Congress had refused to pass it on the grounds that it was un- 
democratic and could be used against persons other than Communists. 
Peru had not only complete political freedom but also almost ex- 
cessive freedom of the press. The Foreign Minister mentioned that 
Communism in Cuzco was not limited to trade unions but included 
politicians and students. Twenty of the latter had recently re- 
turned from a visit behind the Iron Curtain. 


President Prado mentioned his long-standing antipathy to 
Communism and his efforts in 1942 to persuade President Roosevelt 
that Communism would be a major *hreat after the war. Neither 
Roosevelt nor Mrs. Roosevelt had agreed. In response to the Vice 
President's request, he agreed that the latter might refer in his 
press conference tomorrow to President Prado's long-standing anti- 
pathy to Communism and that he continued to hold the same views. 


In concllding the conversation, the President stated that Peru 
shared U.S. principles on both economic and political matters and 
that Peru could always be depended upon as a friend of the U.S. in 
the UN and elsewhere. He mentioned his initiative for coordination 
between the OAS and NATO in dealinc with the world Com-unist threat. 
The Vice President expressed appreciation for Peru's cooperation. 
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irs of 
Memorandum of Conversation, by the Counselor for Economic Affa 
the Embassy in Peru (Linville) — / 
8. 
Official Use Only Lima, May 8, 195 
bay &, 1956 ; 
' Participants: ir. aujusto Thormdike, Minister of Finance and Commerce; lr. <4 
Yederico ililbck, Minister of Development & Public Works; Mr. a sj 


Andres Dasso, President Central Reserve Bank; Mr. ‘iipélite 
larrabure, General Manager Contral Reserve Bank; |.re Fernando 
Sorckemeyer, Peruvian Ambassador to the UJ. Sez hud. Carlos 
Jurgens, Arcibishop of Cuzco; lire herbert Havlik, I. %H.D. 
lission to Peru; bre Joger Chaufournier, I.3.h.De hission to 
Peru; :re Samuel 7 waugh, President dxport-laport Jank and 
Francis Aa. Linville. 


Subjects PERUVIAN BCONG.IC, SOCIAL AND POLIZICAL FRORLES. 


Fl 


0. Yhorndike said that Peru‘’s need for economic assistance from abroad is 
very great. Something must be done to improve the economic position of the 
Indien ,opulation, ospecially in the Jouth of lerue In that area the Communists 
have becoze very strong. ie asked the Archbishop of Cuzco, who had played a —— 
vital role in saintaining peace ani order in Ouzco during the recent Comsunist “ 
uprising there, to describe what had happened. om 
— 
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the Archbishop said that the Com wumist had been planning to cause trouble 
in the South. The increase in the price of gasoline was merely an excuse for 
action... They bad 15,000 people under their control. they had worked out 
couplete plans for seizing and dividing up the large farus of the area and for 
sacking the howes of the prosperous people of Cugeoe Groups had been chosen for . 
these tasks. It was not, however, possible for the Communists to carry through 
these plans. 


4 


The Archbishop described the way in which the Comsunist group had used to 
their advantage the fact that a boy had been critically injured during the rioting 
vy a bullet fired by the police. The boy was carried around by the mob on a ‘> 
large theater sig and peruitted t die without medical attention. 


The Comsunists used the comsn tochnique of putting women and children in 7° 
the front of tueir ~roup during demonstrations. 


The Archbishop spoke of his personal difficultics in trying to intervene in 
the situation. lle was not permitted to speak from the cathedral to the 15,000 
or more people massed in tie central plaza. iic had t ~o to the headquarters 
of the Labor Union, where he was able to address the people. He offered to . 
‘ cerve as an intersediary with the Aray, if the people would ve willing to g@ to 
their hoges and behave in an orderly fasiion. 


After this arrangement was worked out a people's militia of about one al 
thousand took over the task of keeping order during the period after the police a 
and troops were withdraw: in order to avoid bloodshed. = 
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Since the Aray had only about 500 troops in Cuzco at the beginning of the 
uprising, the Commmists thought that they could be smothered by the large 
group of people which they could mobilize. During the ni it after the uajor . 
uprising, however, more troops arrived by plane and overland, and they were " 
able to get the situation under control. ‘The Comswiists managed to interrupt — 
sraffic by cutting ditches across the highways. ‘whe troops coming overland ra 
had to go the last ten kilometers by foot. 


After order was restored by the military the Comsunist newspaper in Cuzco 
said that what happened in the city was merely a skirmish; next tize the up- 
rising will be on « national scale. 


Sa 

The Archbishop said that the basic cause of the serious situation in the Sa. 
South is economic - too little work and too little income. a 
—— 





” ite Waugh spoke of the active role being played by Communist groups in 

— Uruguay and \©:ivia and of the determined anticomsunist activity by the Covernzent 
=> in Paraguay. .© commented on the need to work against Commnisu through the 
-- = schools, labor unions and the church. 
Fis 
= ons Financial Froblems of Peru ~_— 
<S  » 
— as bre weaugh said that the gxim Bank had decided a few years ago that the re 
Se greatest help it could give to Peru would oe by making loans to private companies, — 
oe especially in the field of mining where large investments are needed. later the 
x. Bank began to make nuwerous equipment loans to sugar amills, chemical plants, etc. 
nu It also wade a loan to finance hospital equipment, though it is not particularly 
a= interested in loans of this type. He said he believed that wore small loans 
= << had been made to finance supplies for Peru than for any other latin American 
= country, except perhaps /exico or orazil. — 
2 ae 
a3 He said be had been discouraged by Peru's failure to pass legislation which ae 
+ would make it feasible for the harcona hining Co. to expand its operation. ‘he 
= 5 Exim Dank is prepared to loan ebout $10 million for this purpose, while @5 aillion r 


or more would come fron other sourcese This would help Peru's foreign exchange 
Situation both immediately and in the lon, rune iie said he wondered if it had 
been a good idea to include the legislation for the larcona project in a bill 
covering an entirely unrelated irrigation ;»roject. 

. 


The jinister of Finance caid that there was strong political backing for 
the irrigation project but that it had run into sowe difficulties since congress- 
nen from other regions had raised objections to the use of all the larcona 
royalties for this project. however, he thougit tie bill in question would 
have been passed by Congress if the session had not come to end so soon. He 
anticipates that the bill will be passed quite promptly wy the next session of 
Cofigress. 


~ 
. 


ite Waugh said that the \nited States makes funds available through the = 
Exim Dank and, as one stockholder, through the 1.3.56D. “he two banks try to 1m. 
coordinate their programs. ‘They exchange information regularly. ba 
— 
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Lge Waugh said that feru badly needs coordination of its development 

| programs. It is very difficult for the Exia Jank to know what projects to 
assist because Peru has worked out no system of priorities. It shifts from one — 
project to another in accordance with political pressures of the moment. Peru toms 
should have an inter-agency plaming group with a suall staff. Some of the 
political pressures to which the individual Ministers are subjected could be a 
eliminated if decissions were made by a high-level inter-agency group rather 
than by individual Nixisters. 


Ambassador Derckemeyer said that Peru has lesislation providing for a 
coordinating body but that it has not been isplemented. 


oe 
le Waugh said that he had found during his trip that countries in latin oe 
America are having trouble at the present because of low prices for export [ 
. products, an effort to carry forward economic development programs at a faster 
wv rate than is actually possible and payment of social benefits in excess of 
= economic capacity. ieru is better off tha. wost countries in Latin America, and 
a & ts long run prospects appear cood. iowever, good development planning is needed, 
= especially at the present tine. 
+ lire Thorndike said that he is sure that Peru will be in a good position in ri 6 
a= five or six years but in the meantime does need to obtain large loans from abroad. \~ Se. 
ah ‘e gave ire Waugh a copy of the attached segorandua outlining Peru's problems., ( sa 
= (This momorandus, except for the attachment dealing with minerals, is Thorndike's 
—— rewrite of a somorandus prepared for him by Pedro UELIRAN, publisher of la Prensa. ), \.4f 
a os 
- % As we were leaving the meeting I told !.r. Thorndike that wo are very mich 
at troubled by the new tax bill which has just been passed involving discriaination 
~ against foreign companies. the bill includes, amon, other things, a 19) tax on ‘ 
Ate foreign loans in Peru which would ve unjust and would discourage foreign invest- te 
<x wont. lic professed not to know about this aspect of the bill. He said that it ~* 
5s has not yet been promulgated and that either on Saturday or lionday he would ask nt 
Se me to come over and go over the provisions of the law in detail before he takes , 
i any action regarding promulgation. I said wo should be delishted to have an ope re, 
portunity to do this. \* 
(Tne next corning at the airport he said he would wish to include the fy 
problez of reconciling Peru's tariff increases with its “Ad. obligations in our 
proposed discussion. ije said he would call ionday Ww arrange a tine for such 
\, a meetings ) 
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7 Not printed; in an appendix to its memorandum, the Peruvian | 
Ministry of Finance and Commerce stated that Peru had relied on loans 
from private U.S, commercial banks but that it no longer could do so, 
To meet generai needs and service the externl debt, Peru needed 


about $40 million a year for the next 5 years. 


df 


The memorandum by Pedro Beltran was not further identified. 
Under cover of despatch 845 from Lima, May 14, the Embassy 
transmitted a memorandum of conversation be tween Thorndike and 
Linville, May 12, on Peru's new disciminatory tax law, approved May 11. 
(823.11/5-1458) In despatch 970 from Lima, June 11, the Embassy re- 
ported that at the Intersessional Committee meeting of the contracting 
Parties in Geneva, June 3-4, Peru received a temporary de facto wavler 
of its obligations — end a ceeponant on Tariffs and Trade, 
permitting increases of 5 Of and Lop, in a majority of its import 
duties. (823,00/6-1158) | 
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Memorandum of Conversation, by the Ambassador in Peru (Achilles) -— 





033.,1100-NI/5-1558 


Official Use Only Lima, May 8, _958. 


SUBJECT: Anti-Nixon Demonstrations, Boundary Dispute and 
Armaments 


PARTICIPANTS: Sr. Radil PORRAS Barrenechea, Foreign Minister 
Dr. Augusto THORNDIKE, Finance Minister 
Vice President Nixon ' 
Assistant Secretary Rubottom 
T. C. Achilles 
Col, Walters (Interpreter) 


Contrary to his established custom of not making calls on 
Foreign Ministers, the Vice President called on Sr. Porras this 
afternoon on the advice of the Embassy and at the insistence of 
the Finance Minister, in view of the delicate psychological 
BN arising from the anti-American demonstrations this 

, The Foreign Minister opened the conversation by ad- 

7 me pe po BEd Vice President of the Peruvian Government's regret 
at this morning's incidents and of his action in ordering that 
the floral tribute containing the American and Peruvian flags 
be reproduced and replaced at the statue of San Martin. ‘the 
Vice President expressed appreciation and understanding that 
the incidents in no way reflected the true feelings of Peru. 
He hoped that they would serve to alert Peru to the extent 
and immediacy of the danger. 
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The Foreign Minister then discussed the Ecuadoran frontier _ 
problem along the lines he had taken with me on May 6, namely 27 
that it was both important to settle the problem quickly as 
this matter of demarcating a few kilometers was poisoning the 
atmosphere of the whole continent and promoting a chain reaction 
of armament increases, The Vice President and Mr. Rubottom re- 
iterated the interest of the United States Government, as — s* 
the Guarantors of the Rio Protocol,fin @ permanent and mutta Y 
satisfactory settlement of the dispute and the interest of = 
United States Government in seeing arms expenditures throughout 

‘ Latin America minimized and expenditures for constructive devel- 
opment maximized, 
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Department please advise Secretary. 


VP echedule disrupted today because of demonstreticn et San 
Mareos University. Information yesterday indicated studente 
< San Marcos would clos« university, cot permit VP tc enter 
SY and demonstrate against him. \) decided this morning proceed 
visit San Marcos but meeting pciicical leaders had to be re- 
TRC scheduled for afternoon VP party stopped as it entered 
street in front San Marcos by hatile student crowd led by @ 
=F Communists. ‘«verthe.ess VP cried carry out scheduled visit. 
i. Bubassy officer observed university gates prorprly locked, 
ARMY 


IN 





VP asked studcris whether they were cowards and afraid to 
hear him taik. Shouting studerts carryirg signs reading 
“Fuere Nixon", etc., sade impossible VP proceed. Stores and 
wAVY other missiles throm, one of which grazed VP. Police inter- 
vened ard erabled VP party depart VP then made unscheduled 
visit Catholic University where mec by friendly students, anc 
had highly succcesfu. seetira ic which he was vigorously 
cheered and applauded Student Leader said hie visit noc 
officia) echedule and regretted therefore they could not 
welcome him cffictally but they welected VP as private 
citisen. VP said he came thet capacity, "I went to San 
Marcos to sen if there was liberty and freedom of speech 

and I fourd there was * t ' heve come to Catholic Univer - 
sity and found that there fe such freedom," During meeting 
Co@runtet demoretretors freer sar Mercoe set up rival loud- 
eneaker ber etuderte severed &tres,. 
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in searciwe, Communist aaicatc:: led group Ssom Ser Maseve 
to Plage Ser Mertin where they carched around Place chenr- 
ing “no ee vende Petu.” Pollee kept crowd from hotel and 
it gethered arewnt statue Sar Martin Crowd took florel 
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= ahs hee a SER ote @ 
Let ilny Pied p 4c@ed Poul :.ler and tore off US flag done 
— Flowers ag we!* oF | center dee: ctirg US leavirge 
a™ SA nade mo ettort preven 
Qt Secr M4 cm . rt, tceec y wrverrment 4t 
' der p { i t 
rarty tetorned | (+ om catholte oriversity 11:30 a.s. 
; SS wy Fee ing Kis cat Droke it vw siatue and sur ged 
garda hote:. r ffi. orevected VP car proceeding to hotel 
, 4 kod te@oiring 200-500 yards. Crowd 
k fists, sptt th rev i'ets sod some fruit, while 
tire d wevig 1 d ‘fee conducted VP hotel 
demonstration coetinceé another 15 minutes when sesavit 
‘ y ved | wicelre «'ubs cod crowd scattered. 
0-75 .tud ets tepreserted cocleus demonstration 
nybe 40U- more cori ce © Lockers. Police chased 
‘ . way “wer tc CS Mirces. z 
bras chedule resrioacsged because these ani At 
. e vb seid *« wre advised ost go San Magcos 
r d : « should because important noc allow sinority eo. 
ement deny frcedua captessi in great university. @Sctaeted 





incipal comers setety im ocent students and had cagtiogpd 
O.ilee against pushirg stdents. Said he was wrpewe ~~ 

ruviar expressi.o regre including Foreign Minist VP, 
ete., and desire of Rectoc San Marcos apologise. Said ue 

ffieital protest sade and scone necessary. Hed not had ese- 
(act a8 yet with Preatde-r Seid it wae sot personel effront 
but demorstrators were spitting on Peru, om ideals ef San 
Moxtin ase aiiiiors who hove fought for liberty. Regretted 
effect cn San Marcos because no university great thet euaamet 
aseure freedom of expressicn. Said the day will 
in history Sen Marcos. ha 
al but intellectual cowardice 


Mid of truth: thought t 
lneeeh defect saoee Weer be 
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Telegram from the Ambassador in Peru (Achilles) to the Department of 


State 


Official Use Only Priority Lima, May 16, 1958--6 p.m. 


s 





1034, 


y tf” 

While long-range effects of VP's visit there cannot yet be e ge [wt 
weeeet, I submit following at this time. y ? 7 

a Oa 
(1) Weak govermment here was hoping to utilize visiz to 
seek more US loans and may not have been averse to prospect 
of mild Commurist anti-US demonstrations to impress us as to 
need tor help. Sericusnese of demors*ration: however sur- 
prised, mortifie? 224 shocked government. Demonstrations were 
partially designed *> erbarrass gcvernment ard after-effect hes 
been considerably to weaken govermment's alreacy stfaky 
posicics. 





Peru Goverment apparent before incidents 
tes with attempt shift blamwe to US 

> own reopensibilities for maintenance 
rent and avoidance discouragement of 
fcreign inversment. We shorild help them regain confidence 

and face but conttreie seting them cactfully of their own 


Some coolresre on par 
ard even moze therce 
rather than fac< up 


(2) Ore stzeore imns-t hac becr on university ferment where 
poz already beilice tefcre vist due not only traditional 
excessive poLizacking bv LA studerte but to irustracior of 
Studette cver pocr teaching, factliciee end prospects. Too 
early yer to evaluate thas. = f 

t- 


(3) Publis reaction bas been ore cf hurtlletion “advhratto: : 
for VP esd reiterac:cc of trediticcel warn frierdohip fcz US. 


But mest have chmsr more ohame for violerce and discourtesy 
than likire for US policies. Reaction has also shewr urder~ 
tones of widespread latent nen-Cemmuniset antipathy toward US 





because of its wealth and power and resentment at certaig 











— 





\ This telegram was sent in two sections. 
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aspects of its economic policies or actions as they adversely 
affect Peru, notably of course re lead and zinc. In this 
connection US editorials citing latin resentment at US policies 
have been widely reprinted here. It is this latent antipathy 
and periodic resentment, coupled with low living standards, 
which makes Communism dangerous out of all proportion to its 
numbers. Reaction has shown that trade far more important 

than aid. Latter nevertheless important here, particularly 
when it works from bottom up to help maximum number neediest 
help selves and avoids bureaucratic tendency toward bigness. 

It has hitherto done both and same grass roots approach even 
more necessary in future to combat Communism. Some military 
aid also needed to maintain armed forces as strong stabilizing 
and anti-Communist element. 



















(4) Pain of favorable reaction diminished by wide criticism 
here, and reprinting of criticism in US press, over sending 
US troops to Caribbean. y 


(5) Events here and at Caracas dramatically revealed ability 
of Communists in LA to arouse mob support and cause trouble. 
This demonstration of Communist strength has obviously caused 
jubilation in Moscow and presumably impressed uncommitted 
peoples everywhere. 


>" 
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(6) Immediate effect in Peru has been in some respects 

Strongly favorable to US, in other unfavorable. Long-term 

effect here and elsewhere will depend upon whether (1) 

Communists are emboldened to stir up even stronger anti-US 

feeling and obtain wider support in doing so, or (2) public 
opinion in the Americas is sufficiently alerted to Communist 
threat to their own freedom to check further Communist pro- :. 
slyting and assure effective government action. 


Se 
AAL:FL/3 





7 Regarding the precautionary troop movement in the Caribbean 






area, see pp. ff. 
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This presents real challenge to all of us, particularly in 
field. 





(7) More fundamental problem is how US can overcome latent 
antipathy aroused by its power and periodic resentment over 
ics policies or action, from which Communists get wider support, 
or preferably transtcrm these feelings intc friendly ones. We 
occasionally get credit fer our unselfish and altruistic use of 
our mighty position but only occasionally. This requires , 200d 
presentation abroad but, more fundamentally, avcidance of any 
moral basis whatever for criticise. (I recall Secretary's 
simile of “spot cf coal dust on face of movie actress far more 
conspicuous than same amount on face of miner"). It means not 
repeat not preaching but making obviously clear in deeds as 
well as worcs cur devotion to our basic ideals, Among other 
things it means firding bettcr answer than we have in past, and 
VP in statements here, Caracas and clsewhere has made m:ch 
progress toward it, tc problem of making clear our artipathy to 
dictatorships withcut slipping into intervention. It means, 
Without in any way impairing our pelicies cf developing indi- 
Vidual and collective etrength, de-emphasizing as far as possi 
military aspects «f our policy. This involves maximizing civi 
ian, and controlling militsry, influence on foreign policy. I 
means m&@king our ecoOromic policies and actions conform to thos 
we profess, those we know to be in real national interest, ard 
avoiding insofar as possible damage to friendly courtries, Thi€ 
involves obtaining f£¥€equent majorities in Congress along lines 
cf national rather than local or sectional interest 

‘ 
This presents even greater challenge to us all, particularly t 
those at heme. 
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Please excuse foregoing long and rather presumptious moralizing. 
I know the difficulties. Please give copy to VP. 


I have no objection to foregoing being declassified for congress- 
fonal or other official use, with deletion paragraph (4) and 
first word and two words just before last word of first para- 
graph of (1) and all of second paragraph of (1). 


ACHILLES 
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723 ..00/5-2758 
; Memorandum of Conversation, by the Ambassador in Peru (Achilles) —/ 
Secret Lima, May 27, 1958. 
SUBJECT: Gravity of political situation 


PARTICIPANTS: President Manuel Prado 
T. C. Achilles 


‘ 


§ 





Il had for sometime been considering the advisability of attempting to 
impress personally on President Prado the gravity of the present political 
situation in the country and the necessity of more effective measures being 
taken to deal with the underlying problems. Receipt last Friday of Vice a 
President Nixon's thank-you letterto him provided an occasion to request “7 
an appointment which was granted for 10:00 a.m, this morning. I reached BX 
the decision to take up these matters with him despite some trepidation in —- 
view of his great vanity and widely known reluctance to discuss or even 
admit the existence of serious internal problems. We spoke in French since 
neither my Spanish nor his Englishwas up to a conversation of this delicacy. 





<" 


After giving him Vice President Nixon's letter which he read . and for 
which he expressed appreciation, I said that I wished to speak of other 
matters as a friend of his, of Peru and of democracy. I had admired from 
the beginning of his Administration his efforts to strengthen democracy in 
Peru. France was not the only country struggling at the moment with a 
“crise de regime". Peru was too and for the same reason, a very wide- 
spread feeling that the Government did not or could not exert sufficient 
authority to deal with the country's pressing problems. I said that until 
a few months ago most of the dissatisfaction in Peru had been directed 
not toward revolution but toward more or less complete Cabinet changes. 
This was encouraging evidence of a growing maturity of democracy in Peru, 
At the present time, unfortunately, many people, and not just habitual a 
conspirators or malcontents such as the Miro QuesadAs,, junior Army = Ns rs 
officers or the Accion Popular but honest and substantial people, were A 
saying that it was too late for the situation to be solved by a Cabinet change 
Since the ‘tesident himself was unwilling sufficiently to face up to the 
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problems involved. I hoped profoundly that they were wrong and that Peru a 
could still show that political maturity which I believed it was capable of ae 
showing and which I knew was his primary objective. I hoped that the . 
situation could still be saved but believed that the hour was already very aes 
ete 
pieeaiir ° / 


The source text, was sent to the Department of State under 
A 


cover of despatch 910 from Lima, May 27, 


\ Not found in Department of State files. 


Reference is to the Miro Quesada family which stood fer. the 
A 


extreme right in Peruvian politics. 


Mw 


SEST COPY Av. oe 
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late. It would be presumptious for me or any foreigner to offer him advice 

but I hoped that he could profit from the advice of the wisest, most honest, . 
strongest and most patriotic Peruvians he knew, particularly those outside >, 
the Government, since there were always more good men outside any ata 
Government than in it, and that he would then act as his conscience —_ 
dictated, but firmly. 


To my surprise the President both listened to what I had to say without 
interruption and took it in good part. He launched into a long discussion 
which he continued for half an hour, although he was repeatedly interrupted — 
by telephone calls and his aides advising him that others were waiting. He we 
began with a distribe against Pedro Beltrdn. During his previous Adminis - 
tratioa,he had olfeced Deitrdn various Cabinet posts but the latter had r 
declined and accepted only the Embassy in Washington. , During his present \S 
Administration he had again at various times offered Heitrén Cabinet posts 
but the latter, while incessantly criticizing, refused toa accept responsi- 
bility. Beltrdn was playing a double game, accusing the Government of 





not exercising authority and at the same time stirring up dissatisfaction _ 

against it. ~~ 
— 

He turned to attack the leading bankers, particularly Enrique Ayulo, 

President of the Banco de Credito, and Alfredo Alvarez Calderon, principal 

lawyer for the Bankers Association. He recounted their past misdeeds and 

corrupt practices, He said that they and many others longed for the favored 

position they had had under the Odria, regime and were seeking to bring down ’ 

his Government. They were doing this by refusing to accept any settlement ~ 

‘of the bank striké;) which they had turned into a "lockout". A decree had —_ 

been prepared for his Signature yesterday terminating this situation but -— 


he had not signed it in the hope that the banks would reopen this morning. 
Since this had not happened, he would sign the decree. (When I left, 2, 
the Minister of Labor, the resident's ne phew Max Pefia Prado, anda 
number of others whom | believe were members of the Bank Workers Union, 
were waiting. ) 


—_—— 
‘ 

» 
. 


The President said that he had never lacked energy. It was easy to 
issue decrees (1 was tempted to interject that it was too easy to issue them 
but hard to make them @ick) and it would be easy to use armed force. This 
was not his way and he preferred democratic solutions. 


‘a? _——_—_—— 
> 
’ ’ . 


ow 


* At this time he digressed to express for the first time patently sincere 
regret at the unfortunate incidents which had occuged during Vice President 
Nixon's visit. He said he profoundly regretted the incidents and the blot ts. 
they placed on Peru's reputation but what could he do? The Prefect of Res 
—_ 
. 
‘ 





The previous administration of President Prado was during 


the period December 8, 1939-July 28, 1945 


Pedro Beltran served as Peruvian Ambassador to the United 
States during the years 1944-1946, 

Manuel A. Odria y Amoretti, Acting President of Peru, October ’ 
27, 1948-June 1, 1950; President, July 28, 1950-July 28, 1956, ' 


/ The Embassy reported on the bank strike, April 17-May 22, 


in despatch 959 from Lima, June 7, (823.062/6-758) 





. . —-— i : ; a. 
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' Lima had been shoulder to shoulder with Nixon in the she ‘ gaid that 


I had been at all times shoulder to shoulder with the’ . ident, or — 
at least as close to him as anyone could stay, and t’. * noticed an 
the Prefect. He indicated surprise and said he had ph.. » rove it. ) 


(He could be correct. I know the Prefect only slighi!vy a>” ight not have 

recognized him. Anyway, I did not notice him nor didbhe! ve any 

noticeable effect on events.) Had he ordered mounted policedr the Army 

to charge the demonstrators or the police to erfer the sacrosanct university 

premises, the situation would have been far worse. | observed that the 

police had known in advance the aames of those who were organizing the ay 
demonstrations. He said he had personally taken sieps to have the ah. 
principal instigators arrested and he would see they were punished : are 
although Peruvian justice did not operate in quite the same way as Anglo- 





.i- 

—z yt Saxon justice., He said he had done his best to obtain passage by Congress 
= a of a law regulating labor unions and a law enabling the Goverment to act 
= = against Communists but that in each case he had been widely accused of 
_F= incipient dictatorship. ‘ 
- o¢., 
S ~ I reiterated the hope that he could find answers to his pressing problems yr,” 
2 = which would be both democratic and effective and that he could obtain the a 
> ow advice, assistance and support of the best men he could find outside as 
x = well as inside the Government. He thanked me and said that he would be 
ve z glad to receive me at any time I wished to discuss such matters with him, 
== I said I had nothing further to say at this time but that I understood the 
re / ~ Feench Ambassador, wished to talk with him along similar lines. (I learned 
vn & later that be has asked the French Ambassador to see him at 7:00 p.m, i= 
<s tonight. ) 
tad tad 
a. Our conversation concerning Mr. John R, Neale has been reported 


~ separately. ) 





The Embassy reported on the arrest on May 16 of the "Communist 
pa , 
+, £2 
leader# allegedly responsible for demonstrat ionsfagainst Vice President 
oo 
Nixon am-Mey-@ in despatch 875 from Lima, May 20, 1958 (723. 00(w)/5-2058) 


In despatches 933 from Lima, June 3, and 989, June 17, the Embassy 


) 
reported on their release; 723,00(W)/6-358 and 723.00(W)/6-1758, 


res poet ive ly) 

v Leon Brasseur, 

JS In telegram 1068 from Lima, May 27, Ambassador Achilles 
recounted the Peruvian Government's request that John R. Neale continue 
indefinitely as USOM Director or for a protracted period to ease the 
change to a new Director. (110,402-ICA/5-2758) In telegram 1069 


from Lima, May 27, Achilles reprted Neale's willingness to remain 


during a transition period until September 1. (110,402=1CA/5-2758) 
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/ 
Memorandum of Conversation, by the Charge in Peru (Neal), 


823. 10/6-1758 


Official Use Only Lima, June 13, 1958. 


SUBJECT: Economic Situation 


PARTICIPANTS: Sr. Luis Gello Porres, Prime Minister end Minister 
of Finence 
Preancis A. LinviljJe, Economic Counselor 
Jeck D. Neal, Charge d'Affeires, a. i. 





I hended Gallo Porres a letter conteining Ambassador Achilies' 
congretuletions., I told him Mr, Linville and I @lso were happy he 
14d accented the Prime Hinistership and position as Hinister of 
Treasury; thet the Embessy was roady to cooperste with hia in 
every possibie way. 


He said he wes concerned about the ecunomic situation and 
thet Pedro Beltran wes in the United Stetes et the vresent time 
discussing finenciel matters. He hed teken some documents there 
rererding Peru's finenciel needs. Gello Porres seid they were 
planning to negotiete for « loen in the United Stetes. I asked 
whether this meent the work wes no* to be cerried on here in Lime, 
He steted it wes their intention to nerotiete through Ambessedor 
Perckemeyer. tle said they felt it would be much better ‘to carry 
on the telks in Washington ewey from interference and opoosition 
of Communist elements end politicel opponents. When questioned 
further, Gello Porres stated the request for ae losn had not actu- 
eliy been prepered but was being worked on here presently. 


I told him iir. Semuel Weugh cf the Export-Impcrt Benk had 
possibly informed him (Galjo Porres) es I know he herd former 
Mintster of "reesury “horndyke thet it wes essentiel for Peru to 
make 6 detetled exposé of its fineuciel plun when requesting a 
loen. I told him thet only one week afro in Weshinrton the Depvert- 
ment of Stete hed also advised me to so inform Peruvien offictiéeis 
concerned. I steted this wes strictiy @ business metter, that 
Peru wes dosling with precise “Boston Benkers” and, therefore, 
their case must be well presented. Gello Porres indicated his 
understanding. 


Gello Porres seid the situetion wes criticei and thet an 
extreordinary session of Congercss wes being célled next week. de 
seid the country wes heavily in debt; thet it owed Urece & Co, 
50,000,000 soles (Gello Porres wes in error on the emount. Peru 
owes Grace & Co. 25,000,000 soles end 52,000,000 to Internationel 


_—_so 





/ The source text was transmitted to the Department of State 


under cover of despatch 993 from Lima, June 17. 


/ The referenced letter was not further identified, 


“ 
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Petroleum. The total debt to various locel concerns is es*imeted 
et 350,000,000 soles.) end Ferreyros end Company 6 lerge sun. 


Old the Prime Minister I knew he wes extremely pressed 
for sbast uouaren, I wished to inform him of the kmbessy's preoccu- ie 
petion with the climete for foreign investment end perticulerly 
the trestment of American business. I stated I wes leaving with : - 
him @ Memorandum concerning the mein points et issue., 1 seid the So 
climste for investment hed deteriorsted during the past eight 
months> ~The treatment of Interrnetions] Petroleum Company -- he 
asked whet I meant, “their not being granted en increase for their 


roductg?" I seid no; thet first it wes forcing « 15 per cent wage quae 

Z, inabesee on them,and then not sllowing them to incresse the price ts. 
¥ on their products. I expleined thet IPC wes pertislly owned by o> 
~ Stenderd O11 of New Jersey which wes not only influentiel in the oa 


U. S. financiel circles but @lso hes holdings throughout the world; 
therefore, eny sdverse decisions effecting the company is quickly 
known throughout the world end cerries grest influence in financial 


circles. 


Gello Porras seid that I hed seen whet the local effect of an —a 
increese in orice preanted to the retallers of gesoline hed been. t& 
He seid he didn't see how an increase could be grented to IPC at - 
this time. I said the company wes meking no money. Gello Porres =— 
ected rether surorised and seid, “No?” I seid, “Very little, if 
eny." As & result I felt certein it woule be necessery for IPC 
to curtei] ectivities (iir. Ashworth, the menerer of IPC, asd ele 
ready informed me thet he wes closing six of his eleven drilling 
rigs end leying of f 560 workers but that IPC had not yet informed 


the Government.) and cut versonnel., Gello Porras seid, “Well, ‘ 
they heve too meny workers enywey."” I seid I didn't know, but o aw 
leying off personnel would cause 6 problem -- which Gello Porres oan 
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T told the Minister I was leaving him copies of two notes - 
which we hed sent to tne Foreifen Office regarding texes waich + 
effected Anmericens. ve 


The “foreigners tax" was censing us & rreat emount of difri- 
culties end was © Soursce-c? constant complaint by American citi- 


zens. 1 seid we felt the tex unjust end discriminetory end tnet yA 
it should be repealed, | showed him the Foreign Office reply, re- ’ a 
ceived todey saying our Note hed been referred to Conrress for WY * « 


sopronriete committee hendling. I steted tet was not setisfactory 
since *ime was a fector end Americens would heve to vey the tax 


before July 1. I stated what we cesired wes an immediate suspen- 
sion of the lew urtil Con; ress couid repeal it. I setd we would 
ervrectete « decree by the President or if proper, one by him as e. 
Minister of Treesury. = 





\’ The referenced memorandum was not found in Department of 
State files, 


lu 
Vin despatch 808 from Lima, April 24, the Embassy reported 
£u r 
that the Peruvian Government on April 11 decreed a 1S} wage increase 


for petroleum workers for the 18-month period beginning February 19 
in order to settle a strike, (823,062/4-2458) 
, ‘ 


The two notes under reference were not found in Department 


of State files. 


Not found in Department of State files. 








‘DECLASSIFIED FOR PUBLICATION IN 


FOREIGN RELATION 


OF 





+ 





<-> - 
bedi — ’ 
SS ee : 
a + oo ee —EE 
Gello Porres seid he didn't «now enytning sebout this but 
would look into ite, = 
The other note we were leseving with him concerned the ewter 
increase in texes on American firms - the complementary.tax. I ' 
pointed out to him thet there wes on incresse from zero to 19 
oer cent on “income from service, interest and rent obteined by 
companies not established in Peru.” Mr. Linville informed him 
this ohese of the bill hed been inserted by Concress, reportedly 
without the knowledge or suppestion and approvel of the Hinistry 
of Treésury. —— 
o-~* 
T seid we felt these two texes hed edded to the unfavorseble | os 


climate for investment end thet he himself had in his letter of — 
ecceptence to President Predo stated the need for foreign capital. 


At one point eerly in the conversation when IT mentioned 
‘allo Porres' letter to the President, se taought | meent » ijetter 
which evidently he has written to Vice President liixon.f te seid I~ 
he told the Vice President thst he shouldn't co to San Mercos -- ee 
it was @ mistake, ctc., etc. -- that he and the Vice President + 
upon reaching the Hotel Boliver “there were only cheers; he os. 
shouldn't heve rone to Sen Marcos." Since Mr. Linville and I — 
head not called on him to cet into @ discussion on the Vixon 
visit, T geve him no reply but turned him back to his acceptance 
letter to President Predo., 


With reference to the economic troubles, i toid Gallo Por: as 
there wes no need for Peru to import experts to edvise them on = 
thetr needs beceuse he hed right on the same floor with him tw bo 
finencitel experts from the Internetional Lank, I stated both =" 
‘ir, Hevlik end Mr. Cheufournter were friends of reru, and their — 
viewpoint wes orofessional, hed nothing to do with their respec- ale 
tive povernwents and therefore tielr cdavice could be relied upon _a 
implicitly. I ssid tae hubassy wed faith in then, 
* 
iipe Linville steted ir. “evlik and Hr, Cheaufournier would —_ 
know orecitsely whet crocedures were required in applying for loans, 
“ir. Linville edded that iir. lerrabure of the Centrei Bank and rr, 
Romulo Ferrero could also be relied upon for food edvice,. 
- 
— 
~~ 
. 
ehliaj» 
—_—_ 





In airgram G-132 from Lima, December 31, the Embassy stated 
that President Prado signed on that day the new Foreigners’ Tax Bill, 
which provided for payment by foreign residents of a nominal fee 
beginning in 1959 rather than a foreigners tax based on income. 
(823,11/12-3158) 

The referenced letter was not further identified. 

Yin despatch 981 from Lima, June 16, the Embassy reported on 


Prime Minister Gallo Porras’ letter of June 9 to President Prado. 


(723. 11/6-1658) 
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Memorandum of Conversation, by the Officer in Charge of West Coast 


Affairs (Silberstein) 


Official Use Only Washington, June 24, 1958. 
3 F.. 
. = rl 
SUBJECT: Peru's Financial Problems 5 
$3 ' 
- PARTICIPANTS: Sr. Pedro Beltran, Editor and Publisher of La Prensa, lima » 3 ° 
W) —> _* 
uJ 3 = a 
< W-Mr. Dillon oom 3 i. 
a -) 
zw =a “** 
“6 OSA - Mr. Silberstein 
7 uw 2 
== COPIES To: * 
- = 
S7 Y (2) 
af O5 
> Eximbank 
a is ED . 
ou s~ 
a | _ =r” 
= > SSS = eo ooooEooaoEoaoaoaoEeaoaoeoaooEoaoaoTeL ESSE os 
eo sc ACH 
ne f Sre Beltran referred to conversations he had been having with Mr. W 
Zz and his staff at the Exoort-Import Bank} and also with Mr. Rubottom, ‘Con~ 
of cerning Peru's financial problems. Ye said he was very encouraged by the 
ra = reception he had had. He thanked “r, Dillon for giving him the opportunity 
- 





to acquaint him directly concerning these problems. Feru is now facing a =a 
critical balance of payments situation, similar to that of Colombia and some PZ + 
of the other “atin American countries. Colombia's crisis came upon it rather Bs 
precipitously, while Peru's developed more gradually because of the substantial yon 
exchange reserves built up in 1956, However, as world prices of Peru's 


raw materials exports declined, these reserves had been consumed during O 
the last half of 1957, because of the mistaken policy of trying to hold 3 
the rate firm at 19 soles to the dollar. 8y February of this year the ; 


acuteness of Peru's balance of payments problem had become evident. It is 
estimated that foreign exchange income this year only from lead, zinc, 
copper, cotton and sugar will be $85 million less than last year. 


Sre Beltran expressed appreciation of the constructive advice he had 
received at the Export-Import Bank. The Sank officials had carefully 
explained to him all the data which Peru would have to develop and present 
to document a request for a balance of payments loan. When he returned to 

' Peru he would explain this to the Government. 


, ed 





» 4 
c i 
4 The trouble with balance of payments loans, however, isrthat they are > 
understood only by bankers and businessmen, md have no,meqhing for or Past § 
impact on the people in general. Peru has two serious;socfal problens, : or Gey 
the critical need for housing, and the need to resettle Inttjans who live oo 
in the relatively crowded and unproductive altiplano and are a ripe target \ 


_, Lor Communist agitators. There is plenty of virgin cultivable land on 


\ j \ the other side of the Andes, but funds are needed to build access roads and 


| to clear the lands, ae CT AL ee ont 7 ~—2eetee- 





— ey, 


| 


 — 


i, 
V In telegram 697 to Lima, June 19, Waugh summarized Beltran's 
discussion with the Export-Import Bank of Washington regarding 


stabilization credits. (103.XMB/6-1958) 


+ / 
V A memorandum of conversation between Beltran and Rubottom, 


June 19, is in file 723.5-MSP/ 6-1958. 
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oo _ 
If the United States were to provide finacial assistance for housing Sider 
and resettlement, it would have an immediate impact on Peruvians all over ; 

the country and would make a great con*ribution toward countering the 

appeal of the Communists. 


Sr. Beltran's idea is to apoly the soles obtained from selling the dollar 
exchange provided as balance of payments assistance to financing housing and 
resettlement projects. The Peruvian Government has an excellent housing — 
program, drafted by experts provided through ICA, which could be quickly . 
implemented if funds could be obtained in this way. The Government would Dre se 
not build houses itself, but would finance technical services and provide — 
mortgage loans in the manner of the HOLC and Fanny May programs in the 
United States. 


The United States need not fear it would be creating an uncomfortable 
precedent for itself by financing housing in this way, since it could be 


pointed out to other prospective borrowers that the loan to Peru was related = 
to a balance of paymente problem. Sr. Beltran emphasized that the financing a 

needs for housing were large. He implied that the size of any loan the oe 
mited States might make to Peru at this time should be measured by the =— 


extent of the housing problem rather than the balance of payments problem, 


Mr. Dillon said he was not certain whether it would be feasible to : 
arrange a loan in the way Sr. Beltran had suggested., He thanked Sr. Beltran \—- 
for taking the time to fill him in on the situation on Porus 
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\/ During calendar year 1960 the Development Loan Fund authorized 


a $25 million loan to the Government of Peru for housing, resettlement, 
for itor miatiygiiy #40 
and roads, , fdeve lopment Loan Fund, Report of Activities During 





Calendar Year 1960 (Washington, 1961), p.3 (table). 
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Editorial Note 
1958, 


Public Law 532, Soth Congress, approved July 1B y, authorized the transfer 


of naval vessels to friendly foreim eountries/ f° Stat. 76). In telegram 6f to 


Lima, August 13, the Department of State instructed the Embassy to offer two de- 
wsunilito J} 
stroyers to Peru for $7 mi:lion rehabilitation costs, (723.5-MSr/8f-1356) The ry 


ensuing negotiations for transfer of naval vessels ere-dooumented in ee oan aenens 
723.56, 723.5621, , 
of. State files 723,5-“SPfand 723.5622. Sy an exchange of notes at Lima on 


7 
7s 


February 12 and 26, 190, the two Governments agreed to a five-year loan of three 
United States naval vessels (one destroyer and two frivates) to Peru. For the 

text of the agreement, see il UST (pt. 2?) 225i. In an exchange of notes at 
Washington, December 27 and 28, 1960, the two Governments azreed to a five-year 
loan of a Gestroyer to Peru with the cost of rehavilitation and equipment requested 


oy Peru-to-be charged to Peru, For the text of this agreement, see 12 UST 3k. 
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letter from President Eisenhower to President Prado —_——\/ 
Miw port ~ 
[ Hechington, September 21, 1958, 


Dear Mr. President: 


Once again I consider it advisable to communicate with 

you directly on a rnatter of mutual concern. Following 

months of painstaking effort to find a solution to the prob- 

lem of the world oversupply of lead and zinc, I have felt 

obliged to take action now to relieve the genuinely dis- 

trecsed condition of this industry in the United States by 

establishing ir. port quotas.) 
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~~ 
Contrary to my hopes and expectations, the minerals 
stabilization plan, which had been proposed as an alterna- 
tive to accepting the recommendations of the United States 

~ 


Tariff Commission, although approved by the Senate, was , 
defeated in the House of Representatives by a narrow margin., ~~ \f 
In this connection you will recall that the Commission, re- 

sponding to appeals by United States producers who had been 

forced to curtail production by about 25%, recommended 

some months ago that I not only impose quotas but increase 

the duties on lead and zinc 2s well. 


In an effort to find some other solution, the Department of 
State, in cooperation with your distinguished Ambassador 
in Washington, endeavored to obtain agreement of other | 
major exporters to a temporary, voluntary reduction of 
exports. It was hoped that such an agreement would allow 
time to study the causes of imbalance between world supply 
and demand for lead and zinc and to consider the best means 
for dealing with this problem. While a majority of the 
interested nations were found willing to undertake a study 3 
of the longer range problem, these discuseions, as well 
‘, as those which followed in London under the auspices of | 
NY the United Nations, revealed that a temporary arrangement | 
to cope with the existing emergency would not immediately 
be feasible. | 








\y Drafted by Ernest V. Siracusa, September 20; approved by 
President Eisenhower by telephone, September 21; and transmitted 
by telegram 125 to Lima, September 21. 

VV By proclamation 3257 of September 22, President Eisenhower 
limited imports of lead and zinc to 80 percent of average annual 

A _ imports during the five years, 1953-1957; for text, see 23 Fed. Reg. 
7475. 

/ On April 24, 1958, the U.S, Tariff Commission reported its 
unanimous finding of injury to the domestic lead and zinc industry 
from foreign imports. Three Commissioners proposed restoration 
of the tariffs in the Tariff Act of E930 te remedy the injury. The 
other three Commissioners proposed a larger .ariff increase and 


quantitative limits on imports, For further information, see the 





Department of State Bulletin, October 13, 1958, p. 579. 


\/ $.4036, 85th Cong., a bill providing for subsidy of the 
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import-stricken mining industry, passed the Senate, July 11, but was 
rejected by the House of Representatives on August 21, 

Representatives of 32 countries and six observers met in 
London in September 1958 to consider the current and future condition 
of lead and zinc production and cops umpt ion. A Lead and Zinc Commit- 
tee was established to consider the views of participating governments 


and report to a subsequent meeting, levant documentation is in Lepartvent 


~ +. «= 27 e 4 , = ‘ r 
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The action which I have thus taken will obviously have the 

effect of reducing Peruvian exports of lead and zinc to the . 
United States market. It does not, however, alter the exist- 
ing tariff structure and will, Iam hopeful, prevent a further 

decline in the prices which Peruvian exporters obtain for 

these commodities in this market. Moreover, these import 

quotas, which are compatible with international discussions 

regarding export controls, are subject to review whenever 

circumstances may warrant, including possible resolution 

of the current problem of imbalance through multilateral 

action. The Department of State has therefore been in- 

structed by me to maintain its efforts to this end in coopera- 

tion with other governments. Il am confident that Peru will 

continue to take a most constructive part in this endeavor. 
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I wish again to affirm the high regard I have for your 
Excellency and for the Peruvian people. 


= 
’ 


Sincerely, 


Dwrvht b ts eyower 


His Excellency—— 
Senor Dr. Don Manuel Prado 
President of the Republic of Peru 





oe $j 


\“ In telegram 176 from Lima, September 24, Ambassador Achilles 


quoted President Prado's reply, urging reconsideration or suspension 


1 of the measure’ adopeed. (823.2545/9-2258). 
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411.236/9-2258 


Memorandum of Conversation, by the Officer in Charge of Peruvian 
Affairs (Pringle), 


Confidential Washington, September 25, 1958. 


SUBJECT: Peruvian Reaction to U.S. Imposition of Lead and Zinc Quotas. % 


PARTICIPANTS: Dr, Rdul Porras Berrenechea, Foreign Minister of Peru ~ 2 
Dr. Juan Bautista de Lavalle, Peruvian Ambassador to the OAS og 
Sr. Miguel Grau = Minister Counselor, Embassy of Feru : 
ARA = Mr. Rubot tom 


__ 30) 4 208 | 


=" — ee ee SS = 
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Foreign Minister Forres said that resentment against the US was very strong in 
Peru as a result of the imposition of quotes on lead and zinc, He said that news- 
papers and labor organizations were urging him to leave the US immediately and re- 
turn home, The resentment extended to the very top of the government, He emphasiz 
thet President Prado hed cooperated closely with the US since the berinning of his 
first term of office (1939-45) and that this cooperation had been outstanding during 
World War IJ, More recently, however, the President had felt disillusi.ned with the 
United States and had noted its coldness towurd Peru. Dr. forras said that other 
Latin American countries had received much more consideration and aid from the US 
than Peru and that the time had come for the US to demonstrate its friendliness by 
helping Feru to solve certein problems, He said Peru was suffering a political 
crisis, due larrely to social discontent arising from the economic situation, fanned 
by Communist agitation, and that some military plotting was taking place. After 
speaking of the democratic nature of the Prado Administration, he said he assumed 
that the US considered it in its best interest to have Peru governed by a democratiqy 
president rather than a military dictator, to which hr, Rubottom indiceted firm 
assent. Dr. Porras then said that he did not want to go back to Peru erpty-handed, , 
that, politically, he must take back some concrete demonstration of continued US . 
friendship and cooperation, (Here the Foreign Minister brought up the Peru-Leusdor | 
boundary dispute and the Development Loan Fund, which are the subjects of separate 

t 
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memoranda, )} > 
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Much later, Mr, Rubottom reverted to the subject of lead ani zinc, saying he 
' wished to talk frankly about the matter, as wes his custom, Mr. Rubottom pointed 
out that the US Tariff Commission had found four years ago that the US lead and 
4 ine industry was being injured by foreign imports and had ratified this finding 
only this year, During all of this period, the US hed refrained from increasing 
tariffs or imposing quotes. It had spent many milliors to stockpif@ these minerals, 





- eid a) 
— . ~ Z 
Liattved Septenrber ° 
a/ 
— . 
“~ 4 o “nie _ " ~ i? - } "al r ar 
4 y ‘ “ a " 
0 n i rs, - N» 0 e De ~me-emsacze 
5] 
_—- 
* my n .-—. oo rsa on an n ] ef ’ -> 
4 nr *" n* or nor > , 








es well as additional sums in bartering surplus agricultural commodities for then, 
It had presented a bill to Congress proposing subsidies as a means of assisting the 
domestic industry with a minimum of adverse effect on foreign producers, but the 
bill had failed. The Administration had engaged in discussions in Washington and 
London directed towerd a multilateral solution, but such a solution had not been 
arrived at. Mr. Rubottom pointed out that, in a democrecy, the Administration 
could not ignore the pressures of public and Congressional opinion, To do so would oa - 
prejudice many other aspects of its international policies, The President had , 
finally decided to take action very much along the lines of that which Peru and nt 
Mexico had favored at the Lomion conference, The President had essured the Presi- —-~ 
dents of both countries that his decision was subject to review and that he hoped 

@ multileteral solution could be arrived at, 


J 


Mr. Rubottom then expressed his regret thet some of the foregoing explanation 
of the imposition of quotes by the US had not been brought to the attention of the 
Peruvian people. He said he did not feel it fair for the press and public in Peru — 
to talk as if this action by the US marked the end of all US efforts to cooperate ‘tc 
with and assist Latin Americe, He added that he did not feel that the US deserved _ 
to become the subject of thrvats because of its action on lead and zinc. ,-— » ¥ — 





Foreign Minister Forrus said that he and the Peruvian Embassy in Washington 
were eware of the background and the political factors which Mr. Rubottom had out- 
lined, He said that he personally would help to explain the US action and to make 
it understood in Feru, but thet he needed something to take home with him as a 
concrete demonstration of the fact that the US was still cooperating with Peru. 


demonstration, He said that the loan constituted one more example of the fact that 
the US wes alwoys ready to consider appropriate and well-documented Peruvian re- 
quests for assistance, 


~rt 
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Mr. Rubottom mentioned the recent 440 million Eximbank loan as a very concrete Ss 
== 
' 


(Subsequent to the above conversation, Minister Grau asked Mr. Pringle to , 
assure Mr. Rubottom that all of whe officers of the Peruvian Embassy in Washington ° 
fully understood the 1/.S. reasons for imposing the quote, that their position was 
an awkward one in view of the very strong reaction in Lima, but thet the Enbassy's 
very close working relationship with the Department would be in no way eerecteds) V2, F as 


‘ 
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723.5-MSP/9-2558 


Memorandum of Conversation, by the Officer in Charge of Peruvian 
‘ 
Affairs (Pringle) | / 


Confidential Washington, September 25, 1958. 


SUBJECT: Peruvian Desire for Development Loan Pund Assistance ¢ 


' 
i 
PARTICIPANTS: Dr, R4ul Porras Barrenechea, Foreign Minister of Peru 4 ao 
Dr. Juan Bautista de Lavalle, Peruvian Ambassador to the OAS hs 
Sr. Miguel Grau, Minister Counselor, Embassy of Peru he 
= 


usr 


ARA = Mr. Rubottom 
WST - Mr. Siracusa 
WST = Mr. Pringle 







: 


om day cmedeeteage— 
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The Foreign Minister, in discussing the reaction in Peru to the imposition of 
lead and zine quotas by the US, said that he wished to bring about a greater under- 
standing in his country of the reasons which had led the US to take this action, 
However, in order to do this and in order to demonstrate that the US was still 
cooperating with Peru, he would have to take something back as concrete evidence 
of US assistance, 
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Ae National Health Plan., Mr. Rubot tom asked whether the plan had been worked out in 
detail, and the Foreign Minister geve him a copy of a three-pase letter dated July 

~ 2h, 1953, from Minister of health S4énchez to Dr, Vintinner, Director of SCISP in 

‘\— Peru.p The letter describes a national health plan envisaging the construction of 

~ tuamefous hospital and health centers in different parts of the cowitry, the es- Dd 
tablishment of public health and nursing schools, and the implementation of many , 
other plans for the improvement of public health, The letter requests that the 
U.S. loan an amount of money sufficient to perait the development of the plan during 
a three-year period, (Dr. Porras indicated that the sum involved might be in the YP 
neighborhood of $30 million.) o 


— 

a 
Dr. Torras handed Mr. Rubottom « short memorandum requesting a loan to finance 

_ 


—_— = 
_ 


Mr. Rubottom eaid that this matter would be studied but that he must say in 
all frankness that the DLF was very reluctant to make loans in the fields of public 
health and housing. He explained that the problems involved in those fields vere so 
? tremendous that the US could not possibly afford to finance their solution, He 
said it hed been estimated that a billion dollars could be spent annually on housing 
\ in Latin America for a generation without solving the housing problem, For that 
reason, he added, the US tries to direct its economic ae a loans toward 


' 
— 
| =; 
i =e 
-” 
} 
} 





, Drafted September 26. 


A 


\ The referenced memorandum by the Peruvian Ministry of Public 


Health and Social Assistance is attached to the source text, bu? net onured. 
2 | 
/ The referenced letter is attached to the source text, # ut Aet 
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productive enterprises so that Latin American nations can increase their produc- ~~ 
tivity and finance the solution of their social problems as their economies grow. wre 
Ce 


Dr. Forras then mentioned a Peruvian application for DLF assistance for roads 
which he said had been cresented in Lima. Mr. Rubottom said that he had no infor- 


W — sie this application but that the Department would query Embassy Lima 
about it. 


Dr. Porras said that he would be at the UW in New York for perhaps a week and — 
that he hoped it would be possible for hiz to take back a favorable decision on a ie 
loan to finance the National Public Health Plan when he returned. Mr. Rubottos 
said that the request would be studied but that he could give the Foreign Minister — 
no encouragement in his hope. 
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4’ The Development Loan Fund authorized a $3.5 million to be 
supplemented by P,L, 480 funds for highway construction, December 19, 
1960, For further information, see Development Loan Fund, Report of ' 


Activities During Calendar Year 1960 (Washington, 1961), p.3 (table). 
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SUBJECT: Peruvian Desire for Economic Assistance . 


: 


-- 


|/ _ Mr. Rubottom said the Department had received a message from Embassy Lima rs 


a 
Dr. Porras referred to his September 25 conversation with Mr. Rubottom on 
subject of economic assistance and spoke once more of his need to take back to L 
Some new and specific evidence of U.S. willingness to assist Peru. He said that 
President Prado had instructed him by telephone to call on Mr. Rubottom for this 
purpose and perticularly to seek immediate approval of a credit to the Banco 
Ninero for small loans to Peruvian mining companies. 
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Memorandum of Conversation, by the Officer in Charge of Peruvian 


723.,.5-MSP/10-1558 


Affairs (Pringle) 
Confidential Washington, October 15, 1958. 


«@uusr; 


i 
— 
‘ 
‘ 
: Dr. ReGl Porras Barrenechea, Foreign Minister of Peru — 
Sr. Miguel Grau, Chargé dtaffaires, a.i., Embassy of Peru , 
Sr. Guillermo Hoyos Osores, Counselor, Peruvian Foreign Office ee: 
Admiral Luis Llosa, Naval Aptech ny of Peru — 
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to consider such an application. He » however, that considerable detail, includ» ,, 
ing information on the types of loans the Banco Minero proposed to make, would he 
required in order for the application to be properly evaluated. Mr. Siracusa 

that the assistance should probably not be sought for lead and zinc, already in 


outlining this proposal in broad te and that the Eximbenk was prepared in principle. po 
! 


overproduction, but for other minerals. 


Dr. Hoyos then gave @ long, rapid-fire description of Peru's exploding population, 
deep poverty, Indian problem, social unrest, commmist agitation, and political in- 
stability, concluding with a plea for substantial U.S, assistance to help it over- 

, Come these problems. In the course of the description, he observed that Latin 
" american dictators had happened to be in power during the good economic times of the 
post-Korean War period, while democratic regimes such as that of President Prado had 

+ to face, in addition to the other problems confronting democracy in Latin America, 
the handicap of an economic recession. He observed that many of Peru's requirements 
for U.S, aid were shared by most Latin American countries but that Peru's needs were } 


particularly urgent. 


L 


ke. 
1 S 








\'In telegram 217 from Lima, October 10, the Embassy reported 
favorably that the National Emergency Lead-Zinc Committee had 
proposed to Ambassador Achilles on October 10 that the Export-Import 
Bank of Washington extend credit to Banco Minero which would make 


loans for small mining companies to exploit mineral deposits other ‘ 


than lead or zinc. (411.006/10-1058) 
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[ sir. Rubottom said that the U. S. was sympathet : 
° ically aware 

racing rs tn tbe Lats eras sat tot et inte aed to Seperate 
peer nee ple aa pera edie wnt Aina sane y yer He said that the econonic 

lopment needs of Latin America obviously could not be met merely froa U.S. _ 
economic assistance resources, but he expressed confidence that substantial pr on 
aes could be made through U.S.-Latin American cooperation. In reply to a 
mark by Dr. Hoyos concerning a reference in his Santa Barbara speech of — 
October 10,te’ the importance of private capital in economic development, Mr.Rubottcas 
pointed out the role vhich foreign private capital had played in the development 

ecanany price to tend War Z- He also spoke of the vital role which } 
domestic pri capital could play in the economic development of Latin America 


<)/ 


and of the importance of creating conditions which would induce capital to stay 


in the country. & , 
After some further exchange on economic devel - 
and basi 
pechiens, Or. Perens again sedersed to hie aed to tain com consecte offer bask — 


to Peru with him and asked whether he could be spec 
given a commitment for a 
Sum of money as a credit to the Banco Minero. — 


Mr. Rubottom said that he could not give such a com furthermore 
taent and 
that he did not believe such a step vould be in the best. interests of either 
= 2S — my referred to the press statement released by Eabassy Lina 
a Oe the sentence expressing the readiness of the U. S. to give es 
oe consideration to any applications made by the Peruvian > 
Government for loans to finance sound ani constructive projects, especially 
nee gered Gesigned to alleviate distress in the mining areas. Mr. Rubottom said 
the Department and other U. S. Agencies stood fully behind that statement 


OF THE UNITED STATES” 
’ 


“DECLASSIFIED FOR PUBLICATION IN 


z and that he believe it constituted an important Govern 
5 assurance to the Peruv 
= a oe any sould loan applications made by it would receive prompt a sympa- 
» c attention in Washington. 
ae 
—— 
z Dr. Porras asked whether he could assure the Peruvian Government and on 
= needy United States was prepared to give expeditious, careful and Bead mero ss 
x ~ wed bp mrtg oe — applications for sound projects, and _ 
ve . ve the 
Va at > that this wae the > 9 Foreign Minister his personal oJ 
# 
a 
~" 
— 
L | 





\) For the text of Assistant Secretary Rubottom's speech, see 


the Department of State Bulletin, October 27, 1958, p. 654. 





\ The statement under reference is quoted in telegram 196 from 
Lima, October 1. (411, 006/ 10-158) 

In telegram 188 to Lima, November 3, the Department of State ' 
informed the Embassy that the Export-Import Bank doubted the political , 
value of a loan to Banco Minero if only an insignificant number of 


applicants could meet the Export-Import Bank's criteria for Loan 


approval, (823,10/10-2158) 
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Memorandum of Conversation, by the Ambassador in Peru (Achilles) 


823, 2553/12-1158 


Official Use Only Lima, December 11, 1958. 


SUBJECT: Petroleum Price Increases 


PARTICIPANTS: President Prado 
T. C. Achilles 


—_— 





- 


During my call on the President this morning, he expressed hope 
of my support for U. S. financing for a number of development pro- 
jects, which gave me an opportunity to say that the U. S. attitude 
toward both public and private investment in Peru could not but be 
greatly affected by a number of factors, including the strength and 
stability of the Government and its ability to secure iegislation 
from Congress, a balanced budget, and the treatment of foreign in- 
vestment as exemplified by the petroleum price problem. 


I continued that I recognized the domestic political problems 
involved but that petroleum prices had long been held by the Govern- 
ment at an abnormally low level and that a ievel permitting con- 
tinuation of a viable petroleum industry in Peru could not but be 
of great importance to the future U. S. attitude toward investment 
here. 


He replied that he was fully aware of the importance and daiffi- 
culties of the petroleum inaustry and of the need for petroleum 
price increases. He would see that they were granted. There was 
currently a tremendous political uproar over the budget but the 
Government would nevertheless push through a balanced budget before 
the end of the month. Then it would take up the petroleum price 
increases. Tnere would be a similar uproar, probably with strikes 
and demonstrations, but the price increases would nevertheless ce 
granted. 


I said I iad been disturbed by Prime Minister Gallo Purras' 
Statement to me yesterday that Congress would not approve the legis- 
lation and that the increases should be enacted by decree after 
Congress had adjourned, subject to approval next July.s The Compafiy 
had repeatedly been promised some such action without results and 
belleved that legislation was necessary. Without specifically 
stating that it would be done by iegisiation, although he said 
there would be another extraordinary session of Congress in January, 
the President reiterated that the price increases would be put 
through as soon as the budget had been passed, no matter what the 


uproar might be. 
Ts 





7 


under cover of despatch 566 from Lima, December 11, 


\7 
/ The memorandum of conversation between Prime Minister Porras 


and Ambassador Achilles, December 10, was transmitted to the Department 


of State with the-present memorandum of conversation, 


/ The source text was transmitted to the Department of State 
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Memorandum from the Assistant Secretary of State for Inter-American 


723.,.00/ 12-1858 





Affairs (Rubottom) to the Deputy Under Secretary of State 
for Political Affairs (Murphy) 


Confidential Washington, December 18, 1958. 


’ 
SUBJECT : Deteriorating Situatiod in Peru ' oxo 


=, 

PP age 
“ong htt tae 
This is to call your attention to the deteriorating situation in Peru, / Ye . 
where the vacillating government of President Prado faces growing unrest. I ; 
It has exerted no real leadership and has lost all of the prestioe which it — 
originally enjoyed for giving Peru a democratic administration after eight vo 
years of military dictatorship. 


Lima despatches report Ambassador Achillics' seriou concern over in- 
creasing disintegration of the political and social fabric. Signs of this 
disintegration include the scizure of property by landless persons, near-chaos 
in most universities, a bitter and prolonged doctors strike, and public 
cemonstrations reflecting growing disrespect for law. 


Similar situations in Peru's past have usually led to military coups, ew 
and the Ambassador believes the 1ikelitéed of such a development in the near 
future cannot be excluded. Although high military officials appear determined Ss) 
to maintain constitutional processes, Peruvian military coups usually come 
from the middle ranks rather than the high command. Looking further into the HN 
future, the Ambassador does not exclude the possibility of a bloody social ; _ 
uprising of the poverty-stricken highland Indians wnicss the ruling clite ws, 
takes far more action to raise the masses! standard of living than it has . | 
shown any intention of doing. x on 

' 


While communist activity has so far played a relatively minor role in 
Peru, the field for its development is becoming increasingly fertile. ™—_ 


This potentially explosive situation comes at a time when our leac-zinc 
quotas have severely exacerbated U.S.-Peruvian relations. The Ambassador  ~ 
foresees no improvement in Peru until that nation begins to experience a Ti 
greater measure of prosperity and of firm governmental leadership. 


~ 
a 
\ 
~ 
~~ “QI 
- 





Drafted by Pringle, The source text bears the following note 


of December 19 from Murphy to Rubottom: "As Achilles is coming up 


for the holidays, let us have a discussion with him about this,” No 


record of the projected discussion was found in Department of State 


files, , 
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823.2553/1-2059 
Memorandum of Conversation, by the Director of the Office of West 
} 
Coast Affairs (Siracusa) / 
Official Use Only Washirgton, January 20, 1959. 
7 — 
£2 ae 
SUBJECT: IPC Problem in Peru of 
/o) iy 
wy oe a = 
” PARTICIPANTS: Mr. Michael L./Alaider, President of IPC and a Director of if 
= Staniard/Oil of New Jersey a —— 
oo Mr. Milo Brisco, Vice President of IPC a aT. 
: be) 
= Mr. Martin Johes, Director of Public Relations, Standard r 
 -$ Oil of New Jersey eee 
— = Mr. Siracusa, WST; Mr. Silberstein, WST . 
< —> CoPpes To: 
= tel rac 
Sr /é 
& 4 WST (2) teord 
= aQl - Me. Prémete _ Fee 
ua = r 
© 
o-_ 
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~sii— [ — 
ne | | 
2 = Mr. Haider explained they had come to fill the Department in on IPC's 
rs problem in Peru. The company has been in contact with the American Embassy 
Se in Lima and Mr. Haider presumed the Department was generally familiar with the 
°& situation. At Mr. Haider's request, Mr. Brisco explained that according to 


the terms under which it operates in Peru, IPC is obliged to supply 30% of the 
domestic market's needs. The Lobitos Company, in which IPC recently purchased 
a 50% interest, must supply 15% of the domestic requirements ani a few small 
companies make up the balance. Back in the early 'lOs when this requirement 
was established, it was not an onerous one as only about 0% of IPC's produc- 
tion had to be devoted to the internal market. Since then, as domestic 
consumption has risen, while production has been relatively stabilized, it 
has reached the point where sane 00% of IPC's production must be devoted to 
the “eruvian market. Mr. Brisco went on to explain why this oblization to 
cupply the domestic market places such a burden on the company. At the begin- 
ning of World War II, the Peruvian Government placed price controls on many 
necessities. These controls were lifted after the war on everything except 
bread and petroleum products. With the exception of some minor adjustments 
allowed in 1953-54, the Government has hesitated to permit further price 
adjustments because of its fear of the political ami social repercussions 
which might ensue. In the meanwhile, the sol has depreciated in value and ; 
production costs have risen. Today the controlled prices net IPC a return sj 
of only 7U¢ a barrel at the well-head. He emphasized that this calculation 





3. 


is reached by subtracting only the costs of the refining and distribution “ 3 
eon 
= Lo _| Le 
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\/ Codrafted by Joseph A, Silberstein, 
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operations and without including a profit return on those operations. The 








comparative price in the United States for the equivalent grade of crude would tas 
be about $3.25 a barrel. Today it costs IPC about a dollar a barrel to peas 
produce the crude which is netting only the 70¢/barrel return. Mr. Brisco bo 


pointed out that the Government-owned petroleum company which produces some 
2600 barrels a day by itself and receives another 500-600 barrels in royalty 
crude is not obliged to supply the domestic market and in fact, has resisted 
efforts to make it supply that market on the grounds that it cannot do so 
profitably at the prices presently allowed. Most of the Government company's 
crude is exported. It supplies small quantities for the refinery at Iquitos 
area where the controlled price is well above the price permitted in the rest eo. 
— 


of the country. 


In response to a question, it was brought out that IPC expects to just 
about break even this year on its Peruvian operations, since the profit on 
the foreign marketing of about 20% of its production will be just enough to 
cover the losses on its domestic processing and sales of the other 80%. This 
contrasts to an overall profit last year of about $2-1/2 million and of sane 
$12 million as late as 195. IPC's investment in Peru, however, is upwards 
of $200 million. 


The relationship of IPC's problem to the Peruvian balance of payments 
was also discussed. Under the present circumstances, IPC is not disposed to 
make additional investments needed to increase production and believes the 
day will soon arrive when Peru will be a net importer of petroleum. If, 
however, it can obtain satisfaction on the pricing problem, IPC would make 
investments in secondary recovery which it would hope would maintain output 
and possibly make a modest increase. This would maintain Peru's ability to — 
export petroleum for a longer period and put off the day when Peru would a 
become a net importer of petroleum products, which while probably inevitable, bd 
would still be perhaps eight or ten years in the future. IP does not, - 
however, expect any major discovery which would alter the long-range prospect 3 

a 
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that Peru would eventually become a net importer. 


In addition to the affect it is having on Peru's balance of pay.ents 
situation, Mr. Brisco pointed out that the unrealistic petroleum pricing 
policy is also serving to discourage development of Peru's hard fuel sources. 
Peru, he said, has ample coal resources, but there is no inducement to develop 
them. He pointed out that at the Chimbote steel plant, they find it cheaper 
to use kerosene in the coal drying operation than coal. 


Mr. Brisco then went on to review the proposal which IPC has made to the 
Peruvian Government, which the Government has so far not acted upon. In 
return for an adequate pricing policy, IPC has offered to place its operations 
under the 1952 Petroleum Law and give up its present fee-simple status for a 
4O year concession and to pay the GOP a 50 percent tax on all its profits in t 
Perue It has further offered to extend $25 million in low interest loans to fe 
the Government for road building, housing and other projects. is 
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When asked, based on their experience in the country ami knowledge of 


its political problems, what might be the reaction to the kind of relief - - 

which IPC seeks, Mr. Brisco responded as follows: He said that the inef- Pia 
ficiency and vacillation of the Prado administration has clearly cost it mch hers 
of its support and in fact generated much opposition to it. He realizes that —~—— 


a sharp increase in petroleum costs would have a major public impact and said 
that he would not attempt to predict that this act might not be the straw 
that would break the camel's back ad bring about the overthrow of the Prado 
regime. On the other hand, he pointed out that many of the features of IPC's 
offer to Peru are such that the Govermment could make a strom logical case 





to defend its actions and point out how it would serve the interests of the 
country. *.. 
In response to Mr. Haider's request for comment on the proposals made aud 


by IPC, Mr. Siracusa suggested that, while he could not evaluate them from 

an expert point of view, he did recognize, consistent with what Mr. Brisco 
had said, that the proposals contained many points which should be appealing 
if evaluated logically. He said, however, that emotions are likely to prevail 
over logic and wondered whether, because of this, the inclusion of the 50- 


50 formula was sound. The feeling is fairly general, he said, that the aoa 

50-50 formula is on the way out and the Peruvian Government's acceptance of wie: 
it, as something almost passé, might cause it problems and might be one of al 
the reasons for its ho Ke — 


Messrs. Brisco and llaider thought the point was well taken and merited 
study even though they thought that the proposal was an eminently fair one 
in the Peruvian context. Mr. Brisco then said that he should like to make 
it clear that IPC's position is flexible and that it would be most happy to 
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receive a counter-proposal from the Peruvian Government on which it could x 
negotiate. ,S - 
Mr. Siracusa said that he was certain the visitors were aware that ha 


Ambassador Achilles had been actively interested in their problem and had, in : 
fact, discussed it on mumerous occasions with the President and the Minister 


of Finance. Although both of these gentlemen assured the Ambassador of t 
their intention to take necessary action, the Ambassador is not convimed es 
that they will actually do so. In fact, he tends to believe that their hee 


actions will be much less courageous than their words. 


Mr. Siracusa then said he felt it would be timely to support the yg. 
Ambassador's efforts at Lima. He would propose that Mr. Rubottom call in | {" 
Ambassador Berckemeyer specifically for the purpose of discussing this case ae 
with him, indicating the Department's strong interest, and urging him of ; 
recommend that his Government press for an acceptable solution.,He said , 
that in discussions with the Ambassador he felt it would be appropriate to 
bring up the importance of solving the petroleum problem to Peru's balance of 
payments problem, and thus to its credit-worthiness for the kind of develop- 
ment loans which it will be seeking shortly from the U.S. and other financial 

——- He said while such a relationship would not be mentioned as a | 


RL USE ON 





= 
. 





? 
\Aa memorandum of conversation of February 2 stated that Assistant 
Secretary Rubottom told Ambassador Berckemeyer that the IPC's pricing 


problem in Peru was "an extremely serious one which was having an 


adverse effect" on the investment climate in Peru. (823,2553/2-259) 4 
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euid a the fact that Peru's ability to service loans will be 
Se the petroleum situation made it logical and fair that the matter 
eee be raised. 


Mr. Brisco and Mr. Haider expressed their pleasure at the proposal] to 

consult with the Ambassador. While they reised some questions about Peru's 

desire for development loans, they did not on any way challenge the expressed 
intent not to make an IPC solution a quid quo for the loans. They left 
with Mr. Siracusa copies of a study recent at by the company reviewing J 7 . 
the history of the problem and outlining the proposals made to the COCs and Ge a 
also one made in 1954 by an independent consultant. ,_____ . 3 

a 











WY the referenced study was not found in Department of State 
files. The Peruvian Govemment raised petroleum prices and granted 


compensatory increases in transportation tariffs and wages on July 


“e 
ee 5 * 


26. When an ensuing protest strike by chauffeurs unions\became violent, 


the Government suspended constitutional guarantees on July 30 and 
broke the strike by August 2, Documentation on these developments 


is in files 723,00(W), 823.00, and 823,062. 
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Pditorial Note 





Sy an exchange of notes at wasington on June 15, 1959, Yreru and the 
: ~ fiveeyear renewable _ 

United States comluded an agreement for wew/loan of a dry cock to Peru. 
The agreement provided that Peru assume the costs of the transfer of the 
dry dock and make availa»le the dry dock and its naval yard emmbhewhe to 
naval vessels of the United St tes and of Latin American nations that had 
concluded silitary assistance arreements with the United States. for cle 
text of the agreement, see 10 Si 1053, Documentation on its negotiation 


is in Department of State files 723.5-M5P and 723.5021. 
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Rubottom Files, Lot 61 D 279, “Peru 1959" 
Memorandum from the Assistant Secretary of State for Inter-American 
Affairs (Rubottom) to the Under Secretary of State (Dillon) ———| 


Official Use Only Washington, June 29, 1959, 
Subject: Peruvian DLF Loan Application 


—_— 
aT i 
The Peruvian Government has applied for a X.1 ulllion OLF loan to 
cover most of the local currency costs of the 99 afllion Armuaytia-Pucallpa 
road project, The IGKD gives the project its highest pricrity in Peru 
and is prepared to finance the 4 milcicn foreig currency costs. The 
Foruvian Goverment, which is sufferin serious oconomic and financial 
difficulties, vill provide the renzaining $900,000 in local currency, The 
project is considered an excellent one from the standpoint of economic 
« It would inmprovo a very inadequate existing road to the head- 
waters of navigation of the Amazon-Ucayali Rivars at Pucallpe, t.ws opening 
up promising areas for settloment end providing an alleweather route for 
transporting products from the trans-Andean area to Lina. 


The Peruvian application has been discussed ty the DLF Lonard, viere 
it mot a cold reception, There has boon some opposition to the loan 
because it is for local currency costs, while ‘fr. “eugh is walerstood to 


= een es a 
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‘ oppose any DLF loan to Peru at the present tim, Various alt.irutive 
methods of financing were discussed by the Board, i.e, utilizing the _ 
} "sterllised® losal currency of the Exinbenk’s £40 million line of 
i) credit te Peru or inducing IBRD to finance the local as voll as foreign rea 
~ ourrency ocostc. I understand that both of these ideas have been cbandoned nite « 
’ and that prospects are for further inconclusive consideration by the ULF. Nad 
° i believe it is important that the DLF grant this loan prom tly. ak. 
It is a meritorious one from the stanipoint of oconomlc develop at, an alii 
there are certain political considerations which make its approval of bape 


great importance: he 


1, Our relations with Peru have boen under a strain for sono tine, 
to a large doyroe as a result of commodity problens with that country, 
Our osteblichment last September of quotas cn lead and zinc, Poru's second r 
most important export, was the sevorest blow to U5-oruvian relations in k 

. Years, but cotton and suger problems have also contributed their share to 
the etrain, Cotton is Peru's most isportant export, and the Poruvian 


— 
Severmmm:, we 





Drafted by Pringle; the source text is an unsigned carbon 
copy. Pringle had written a similar memorandum, June 26, which was 


addressed from Silberstein to Rubottom and is filed with the source 


text, 
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for economic development, It has complained that such 

. loans 

ee the Aguayt{e-Pucallpa loan application offers yp 
grant a sound loan end to overcome those complaints, 


§ 
; 


4. Although the Peruvian Govermmont did not form)ly 
application to the DLP until May 19, 1999, it vas long undo the aieteke ~~ 
ay sony that it had done so as of late January 1959. Peruvian officials .. 
SE eee ere Mo Chey seaiiins Son Glo wdirtmnate - 
- » especially since they understand that the IBRD had bean 
prepared or sone time to finance the foreign currency costs of the road - 
. providing % Peru could arrange the local currency finarecing, , m 


5 
: 
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\’ There is no indication on the source text of Under Secretary 


Dillon's action on this request, The Development Loan Fund made a 
ry 


43 
$4,5million loan agreement with the Government of Peru on December 


7 
19, 1960, for improvement of the Aguaytia-Pucallpa road; and a 


$1.8 million loan agreement on September 8, 1961, withthe-Government J : 
? kh Mkhrralerval Hite 
her information, see Géfice 


/ : 7 *, 


+ @€Bere for penetration roads. For furt , 
1 € of-the—Gentsolles,—demem@., Status of Loan Agreements &s of March 31, 


i 








1964 (Washington, 1964), p. 26. 
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Despatch from the Ambassador in Peru (Achilles) to the Department of 














State 
Official Use Only Lima, August 3, 1959. 
No. 60 
' x 7 a AY ih ois / EMEFA = FA 
susect. Beltran's Program cent 
Se 
— — in * .-. 
There is enclosed a memorandum of Jong conve | | oe 
» U Beltran over the week-end.) —- 
His program, both with respect to a sound, free economy, based 
on private enterprise and stimulation of domestic and foreign in- 
vestment and to the urgent need of social progress, is in broad 
terms substantially identical with what the Department, other agencies 
of the U. S. Government, and this Embassy have long advocated. =~ 
After three years of weak and vacillating Peruvian Government we ! e 
now have one headed by a man who deeply shares our views as to ee 
what is necessary and is determined to do it. He will work closely ——  — 


with us and seek our advice but he will not need much of it. What 
he needs most is our moral and some material support. I believe 
the latter will be both relatively small and soundly based but its 
psychological effect will be great. 


On my return I find more support for him and more optimism = 
that he can succeed than I expected. Despite the great difficulties { ~% 
he is having, he has a good fighting chance to succeed. If he fails, - <y- 
as was pointed out in Mr. Sayre's Despatch No. 41 of July 22,4n6t Ve” 
only will Peru be in a grave situation economically, politicdlly + 
and socially, but the American philosophy of free economy and free *s 
enterprse will also be gravely discredited in Peru. 
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I am doing everything I can morally here by radiating confi- Ry 
dence in the new Government to all and sundry and will be asking 
concrete assistance as soon as sound projects are developed. I 
know the Department will appreciate the importance of rapid, and 
wherever possible, favorable action. 








| 
if Theodore C. Achilles a 
Enclosure: 7Zy, be? 
bam 
Memo of Conversation of | fn 
August 3, 1959 — —- ' 
TcachtAles:¢ ju “OFFICIAL USS_ONLY 
y;; ACTION COPY — DEPARTMENT OF STATE / 
J, The activa eGice must return this permanent recora copy t. C/R Sies #ITR an endorsement of actien taken | / 
“Yi « ~ a “ee ae ~ ° ¥ . Z * vo. ff. * a 3 ———. 
—_ v — 
JS August 1-2, ° 


\Y Not printed; it reported the Embassy's views on the background, 


selection, and prospects of the Beltran Cabinet. (723, 12/7«2259) 


—_— | 
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MEMORANDUM OF CONVERSATION 
August 5, 1959 © 


SUBJECT: Beltran's Program 
PARTICIPANTS: Sr. Pedro Beltran, Prime Minister and Minister of 


Finance 
T. C. Achilles 





Over the week-end I was the only guest at Beltran's hacienda 
and he and I spent Saturday afternoon and evening and all day Sur 
day discussing what he hoped to achieve, how he hoped to do it, 
and what assistance from the U. S. might be practicable. His hopes 
from us are much more modest and much sounder than those of his 
recent predecessors. 


Why He Accepted Office 


Having participated in 48 hours of soul searching with him 
last year before he turned down the same two positions, I was sur- 
prised that he had accepted them this year. He said that a month 
ago he had been convinced that Prado was about to fall, that no 
successor to the President or Prime Minister was in sight who could 


hope to change the three-year drift into inflation and economic stag- 


nation and the centuries-old resistance to social progress. He 
foresaw nothing but accelerated deterioration, with or without a 


military government, and probably an early Communist-fomented social 


revolution. He believed that the President would not have turned 
to him except from similar acute pessimism. The friends he had 
consulted had urged him to accept as a patriotic duty. He had de- 
bated waiting until after “one more government had fouled things 
up worse” but concluded that might be too late. 


The President had promised him full support. He did not count 
on this except insofar and as long as the President considered 
their fortunes linked. He had been assured of full support by the 
military and believed them. (Top Army and Navy sources have con- 
firmed this to me.) He had not sought APRA support but had been 
assured of it at least on a trial basis. (Prialé;has confirmed 
this.) He could count on the support of the wealthy class in their 
own interest, except for the Miro Quesada group. (Presumably cor- 
rect.) In Congress the MDP would have to support him in their own 
interest. They with APRA constituted a majority. The Christian 
Democrats generally shared his views and, while they had refused 
to join his government and might vote against him, probably would 
not cause him too much trouble. He expected all out opposition 
only from the Communists, Accién Popular and the Miro Quesadas, 


whose El Comercio has been following the Communist line increasing- 
ly strongly. ° had accepted and would wage an offensive rather 


“than defensive fight for his program. 


- OPFIOTAL USE ONLY.._ 





|\Y Ramiro Priale, Secretary General of APRA. 


OY Luis Miro Quesada Guerra was the Director of the conservative 


newspaper El Commercio (Lima), 
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Principles — 

=—s . 
A sound, free economy was fundamental to everything else. as 
Next to that, economic and social progress were essential and ur- = 


gent if a social revolution were to be avoided. 


Financial Program 


The first requisites were to stop inflation, restore confi- 
dence and stabilize the currency and prices. He was inheriting a — 
billion-sol deficit for 1959 and the prospect of a larger one in ies 
1960 unless drastic measures were taken. He could not perform .. 
miracles but he would do everything humanly possible and as quickly — 
as possible. He felt that the private sector had been gjueezed hard 
enough and that the public belt must be tightened. 


The first essential step was to stop borrowing from the Central 
Bank. He had done so and would not resume. This in itself wouid 


do much to stop inflation and exchange depreciation. He could Game 

neither reduce this year's budget nor reduce salaries but he would ~~, 

cut expenditures all he could. He had already found some expend- as 

able personnel and would get rid of them; more could be done through — 

attrition by non-filling of vacancies as they occurred. Military 

expenditures, particularly for new equipment, could and would be 

cut. The President and three military Ministers had promised to 

cooperate on this. He realized that difficulties would arise when 

it came to specific cuts but he was determined to make them and 

thought he could count on a@ reasonable measure of cooperation. — 
He did not believe further tax increases at this time feasible a. 

either politically or economically. He was trying to speed up tax i 

collection. (IPC's new agreement with the Government provides pay- | 


ing the latter 50 per cent of its net profits. The Company already 

makes monthly estimates of its annual income and has agreed to make ° 
monthly anticipatory tax payments on the basis of such estimates. 7 ¢ 
Beltran hopes to persuade other American and Peruvian companies to > 
do the same.) He also expects to tighten tax enforcement. He had - 
not been aware of the tax enforcement measures recommended by Costa, \— 
and approved by Gallo Porras, many of which have not yet been given 

effect, and was delighted to hear about them. 


Ending price controls on meat and raising the controlled price 
on bread and rice to a realistic level should ease the deficit by 
from 100 to 200 million soles. 


Nevertheless he believed he would need an additional une bon 
billion soles (roughly $40 million) for operating expenses until as 
next June 50. He was determined not to resort to the Central Bank. ~~ 


IPC had agreed to lend $20 million for this purpose. He wondered 


Faun 
whether IPC could make it $40 million. I said the Company's manager ,- WY 
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| here had had difficulty persuading the head office to approve the | suiniins 
$20 million and felt that one company alone should not be called 
on for the whole amount. He thought small amounts might be raised a 
from others such as Grace, Cerro de Pasco, Southern Peru Copper, ae 
and the Telephone Company (he volunteered that he hoped for an 4) 
early solution of the telephone problem) but probably not much.,; ti, 
Could the U. S. Government make a loan for operating expenses? I i 
suggested that we first explore the possibility of using the ex- 
isting EX-IM credit for this purpose. He readily agreed. He would 


agree to any reasonable conditions attached to any U. S. loan and om. 
could write some himself. He recalled his article in "Foreign re 2 
| Affairs” in 1956 in which he had written that the conditions at- Ber" 
tached to U. S. loans were of more value to the recipients’ economy a 


than the loan itself. 


He realizes that the 1960 budget will be a major problem and 
battle. He does not think he can reduce it below this year's total 
and believes that, given this year's wage increases, it will be a 


major victory to hold it to that level. He is counting on increased — 
business activity, some based on renewed confidence and some other- 

wise stimulated, and non-inflationary financing to provide the =~ 
revenue. His social program, particularly in housing, should also — 


stimulate business. 
° P am 


Beltran feels strongly that unless the reactionary feudal 
attitude of the Government and ruling class is changed quickly, 
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“there will be a social explosion, sparked by the Communists but by ae 
participated in by most of the underprivileged 95 per cent of the oa 
population. He hopes to follow the British pattern of “social 
progress by conservative government” and believes that the time = 


is ripe for far-reaching measures, that enough men in his Cabinet a 
and in the ruling group in Peru share his view to make them prac- 
ticable, and that they need not be of a nature to arouse excessive 


opposition from the wealthy. (I hope he is right and believe the Pe, 
futere)” his attempt will have profound consequences for Peru's a 
future. , 


He believes that the slums of Lima, Arequipa and a few other 7 
cities and the over-populated Cuzco-Puno-Arequipa area in the South a 
are the danger areas. (So do I.) 


*> * 
————$<———-_ Fy * 
. As stated in his radio broadcast on assuming office, he gives “f: 
top priority to housing, roads and land reform. 








c.. 
Housing baw 
He believes that housing has the greatest single appeal for a 
the urban and many of the rural underprivileged. He opposes 
v Compaiiia Peruana de Telefonos (Peruvian Telephone Company), 
a subsidiary of International Telephone and Telegraph Corporation, 
sued the Government over a December 23, 1958, decree setting up 4 A 


committee to establish new procedures for rate changes, 4s reported | 


in despatch 1049 from Lima, May 22, 1959p (923.30/5-2259) | 
Y te Embassy informed the Department of State of Prime Minister 


c 
Beltran's address of July 22 in telegram 67 from Lima, July 235 


(823. 10/7-2359) 
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government financing and construction and is insistent on private 
enterprise and private financing through the building and loan 
association method. His recently established association in Lima 
has reached a capital of 5 million soles. He intends to push 
wealthy Peruvians to increase this to 15 million soles very shortly 
and then to apply to the DLF for a loan (amount as yet undeter- 
mined although $4 million has been mentioned) to be invested in 

the association on a sol for sol basis. He then plans to establish 
Similar associations in Arequipa, Puno, Cuzco and other cities. 

He believes that once these associations begin making loans, the 
inflow of savings from small depositors will be enormous. The 
building trades should also boom. 


Roads and Land Reform 


He considers these inter-related in that much of the land to 
be provided those seeking it must be in newly developed areas. 
Road improvement will also stimulate increased production and better 
land utilization. He believes the opening of new lands in the 
jungle more economic than further irrigation on the coast. 


Assuming that the IBRD and DLF loans for the Aguaytfa-Pucallpa 
road will shortly be approved, he gives top priority to penetration 
roads in the South. I urged that priority be given to the Bagua- 
Yurimaguas road in the North on the grounds that it would open up 
the best land, that engineering studies for it had been completed, 
and that the quality of the land would attract the Indians even 
from the far South. He granted the first two and thought the 
Yurimaguas area of great importance for the future but did not be- 
lieve that the Southern Indians would go there or stay if they did. 
He stated that most of the Indians who had migrated to the upper 
Huallaga (between Tingo Marfa and Tarapoto) had stayed less than 
a year. The South was urgent. 


He gave first priority to a road from Sandfa to the Tambopata. 
The Indians were already moving into the Tambopata area in large 
numbers even though they had to go and come and carry their produce 
by trail. The terrain was difficult but the distance short and the 
Indians had proved they wanted to settle there. He would like to 
see the road bullt as a dramatic example of U. S.-Peruvian coopera- 
tion, surveyed by U. S. Army engineers using helicopters, jointly 
financed and built by the Peruvian Army with the engineering equip- 
ment already furnished by the JU. S. 


(Beltran is keenly interested in using the Army, and other 
services where practicable, for constructive development of the 
country and also in popularizing it, within the Army and without, 
to bulwark the country's future internal order. He also shares 
our views on the value of using the conscription period for civic 
and technical training.) 
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| I shared his interest in the dramatic but reminded him that 
no real engineering studies had been made of a Tambopata road, 


of the time it took to get from conception through studies, finan- Jno 
cing and construction to completion, and the slow progress being wer 
made on the nearby, similar purpose, Smathers-financed Macusart = 


San Gab4n road. He agreed to expedite progress on the latter but 
insisted on the advantages of a dramatic approach to the Tambopata 
road andd constructing it "a la Yanqui" rather than "a la criollo”". 
I agreed to look into the possibilities, primarily of ICA financing 
a study by U. S. and Peruvian engineers of the practicability of 
the road. 


to complete its study on the latter subject by the end of this year 
and hopes to be able to take specific measures next year. 


—— 
He is now pushing his Commission on Housing and Land Reform Cw: 
=E— 


Livestock Development 





; J al 

I told him that former Minister of Agriculture,had nearly \ 
completed studies of a program designed to make Pe self-sufficient —_— 
in meat and that I had found Washington favorably disposed to corm , 
sider a loan for this purpose, provided the price of meat was freed — 
from control as had now been done. He had not known of this and — 
was delighted. 


He thought the first step should be studies of pasturage, on 
the coast, in the sierra and in the jungle, and then the importa- 
tion of improved breeds. Technical assistance would be needed. 

I asked about the financing of the local expenditure. He thought 
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it should be done by the Banco Agropecuario, which in turn should = 

be financed to an increas'r, cxtent by the commercial banks rather <a 

than by the Central Bank. ‘this raised a problem of interest rates 

but he believed it could be handled. - 
r- 

identification of U. S. with Program ; ° 


He said he knew his financial and social programs could suc- 
ceed only with close U. S. cooperation and help and that it would 
be in the best interests of both Governments for the U. S. to be 
closely identified with progress on all fronts. I entirely agree. 
He stated that he wished to formulate the specific aspects of his 
programs, and carry them out, in close consultation with us and to 
give the U. S. maximum credit in the process. I am sure he will. 


7 
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— 
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\/ Reference presumably is to Emilio Foley, Peruvian Minister 





of Agriculture, March 20-July 19, 1959, 
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Memorandum of Conversation, by the Officer in Charge of Peruvian 


Affairs (Poole) 


Confidential 


Washington, August 
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1959. 
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| 1? T-37's = These jet traincrs were needed to replace obsolete T-34's which | 





vere uncconomical to maintain, anc to provide nece.sary jet trsinim: for ? rvvian 
pilots. General van Vorct estimated tuat tc planes woulc cost aio t 1]. million. 


(While the General did not make this ciear in his talk with iir. iubottom, he ~— 
explained to hr. Poole afterwards that the Peruvian Goveimuent's request for 7 
T-3)'s in its note of June 9/was incorrect and that it should have read T-37's. f. 
Me said that on iis return to Lima he woulc sce to it that “mbassador Bercveneyer ; 


reccived the necessary aweming instructions. Thus, he said, the tota] cost of 
tne Per:vian Goverrment': request was actwally considerable hisher than originally 
estim tec. iie stated that the Peruvian vovermment wished to purcuase the -e 
T-3/'s on three-years credit.) 








mes 

Eivht £-G6-.'s - These would be strictly replacenents. The Veruvian Air Sy. 
fore: Originally had 1; /-06-/'s, of which eight had been wrecked. General Van NS 
Jordt said that tnese were nearly obsolete in the U. S. anc hence available. ile = 
estimated the total cost at %200,000. When Hr. mubottom asked for a clarification 
o1 the oune 9 Aive hemoire which simply said “acquire” without specifyinc tems, 
General é.n Voradt saic this should have r ad purchase for cash. (Afterwards, how- 
ev.r, he told mr. Poole that he should have said purchase on three-years credit.) 5 

15 '-26's = These would ve used unarmed for training, thws releasing for active — 
d ty tne Peruvian Air rorce's present armed 3-26's which were now being used for ~. 
training. These too, Jeneral Van vordt sairi, were nearly obsolvte in the U. 5. aa 
and available. lie estimated the total cost at ~l10,000. (He told lir. Poole that — 


these were to be purchased for cash as stated in the Aide wenoire of June 9.) 





Six veliO's = (General Yan Cordt did not mention the carlier requ:t for 
six Ceu6's in his talk with Mr. Hubottom, but he confirmed to ir. voole after ucds f° 
that thir request was postponed althonh not cancelled.,ie explaincd tut there \@- 
was considerable pressure fro. the comercial airlines ior these tronrvorts to ’ 
be taxon of: of c mercial iS, althowyh, on the other hand, the routes they were - 
now rumnin were not covered b’ conmercial lines and some would not be cconomical 
to run on a comercial basis.) 





~~ 


yeoneral Van Yordt arcued that, practically spearin, there were only seven 
planes ilvin« on active dvty in the Zervvien Air Force. in answer to |i. Kubottom': 
Query about the »ritish plenec in the *ciuvian Air rorce, the “ neral said that 
tinece lLawcer liuntors are to al] intents an. purposes froun ed ior ock of oarts. 








, 
lt was not only a questi vl acc irim reviace:«nt parts but of mak.n som "O-odd : 
alterations which had been aeveloped in thir mocel] subsequently, and ior wiich the’ 
planes woud hve to be sent to amiand.e lie saic that tuese olaies tac not fired 

a chot nor dropped a bomb. : 
| « 
Gem ral van Vordt then exvlained that he was a prvat vrotaroist of the r. 
‘ ‘ . " . ‘ . i 
primciple os hemispicric defense, 4. arms Stancardi:.ation in the hemisnierc, ' 
and of purc..asec in the United itates. “« s*id that he onv.s:d toe pure ase o7 
the Sritish planes. He would like to continue making purchan os in the U. 5., but 
that the Air iinistry is nevertheless studying tie possible vourchase of a 
Oritish, ‘reich or Uanmdian planes in case they were unobtainoble in the United 5 
States. ue hoped that the Linistry would not huve to do this. > 
- . : ’ - 
- . _ - 7 j 
, ---———e =o 1"? t r e - e 
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eneral Yan Yorvit asked that al] tuyere ractors be carefully considered in | 
Stucying tne Peruvian ioverrrent's aircrait request. 


Hr. Nubottom said he appreciated General Yan Yordt's speakin« with such 
frankness and that he would like to reply with equal frankness. le arrced that 
tne needs of he. iso eric ocefense and the desirability of standardization made it 
far oreferable to purcuase military couinpment in the U. 5. rather than elsewhere, 
He explained, however, that the U. S. felt the need to hold down the level of 
military swrechases to wnat appeared really mcessary, altho sh, naturally, we could 
not interfere ‘sith a country's sovereiysn ri ht to decide for itself how it was 
to spend its money in accordance with its own judmeent of its needs, cavabilitics 
and resources, He added tnat tre Department of State is unmer constant pressure 
fron certain sectors of tue Concress to limit military couipment cvoinr to Latin 
Anerican countries. Additionally, he corntimed, we are often accused by the Latin 
Ax«ricans t.emselves of unnecessarily armine the Latin Amcrican comtries. 


lr. Xubottlom then referred to Prime Hinister Yeltran's talk with Ambasra- 
dor Achilles about his new orovram, some of which had apveared in the pre s, and 
he relierred narticvdarly to © ltren's de: ire to reduce military exnenditures. 
rr. subottom said we were particularly disappointed that the Perivian Goverment 
Should be prescimny its request ior aircraft without a dowimard revision as we had 
ured, and despite Peru's difficult economic and financial] situation. However, 
we now had no recourse, he continued, but to process the request in its vresent 
form, 2lthourvh we were very doubtful of favorable action. He exnlained that there 
were other vov rnment a encies invoiv.d in the mattcr anc that their decisions on 
ible Pervvian requests for economic anu financial assistance mi;iit well be pre-e 
juciced ty any such comsitment of funds or credit to military exvencitwres of this 
ma," buae e, 
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823.00/ 8-359 
Telegram from the Acting Secretary of State to the Assistant Secretary 


of State for Inter-American Affairs (Rubottom), Temporarily in 











\ . - i. 
, Puerto Rico, 
Confidential NIACT Washington, August 10, 1959--10 p.m, 
| 7 
a Ambassador Achilles will meet plane at Talara with Prime Minister and 
oS “ 
[ ' . -“ . 
=< | tirs. Beltran. Beltran intencs explain his “proran" to -ecretary, and you, — 
= Vv) Se. 
e = probably along iollowing Lines: 2 Sane 
or ! 
— 1 7 - a 
- = 7 , ' = ana — ’ E 3 
<> imediate objective is restore sounu econ my based on balanced budyet, > 
WO ? 
= ee | - | a | _ . i 
t= exchamre am price stability, private exterprise aid stim lation of domestic > oo 
=> 
er 
i= arn iy sa +, . , Sd ' “ar 
2 ana ioreign investwent. Lom-cer range but com: rrentls will seek wcelerated ae 
WY >. 
oO | Social cvolution primarily throuch private housin , road construction into new Ban. 
- ee 
—$o , ~~ 
ee ed , 
= ud | areas and land reiorn. — 
Vo } 
Vv) ' 
<z . 
ae ' imeediate finaicial vroyran inclivdes: 
Se | 
- 9 (1) Cornplete stopoare of borrowine from ventral Sank; 
(2) Expeuitin; tax collection; and © — 
(3) Tivhtenin: tax enforcement. 4 , i, rok 
9 / Ol 
e*.* Ol ——_ 
Plans reduce expenditures by: go ' 
(1) Sowe red ction in yovernment eroloyce: : ~ 
. co . ~~ 
(2) Greater reduction throuvth forced attrition; and =. 
= 
(3) Cutting military expenditures particularly for equipment. 
, Has been promised cooperation of Presicent ami armed services un 3. 


Anticipates achieving exchange and price stabi ity by mid-ly 0. VLespite 


exec tea Savirw irom above measures an termination tood suosidies and inc yeeped+ 





lu , ye | 
f od is > t 7eC re if ] ‘ 
n P s - . . ~ 
| t One 
oul tn: 
nm OV seast—. ° » A _ l, bans 
, . 
5 pire | 
® ae ‘ . . ° 
; ing ° e . , r +s * ‘ ay ‘ fi’. 
, / 
?or cn iene. on-bis Tweling «+t Trlece 71 .U.2 ae AML Beer H+ —9 rp eee. 
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« Page—2_of whegtem toASSt Secretary Rubp: tum, Ramey Kir force Base, FURTO RICO 
ColFINENTIAL 
Llasesgocstion—- 








venues 
expects need one billion soles ($0 million) to met treasury operating expenses | 


|e 


until then without recourse to Central Bank. Of this International Petroleum Co. 


is loaning 410 million. To make up balance hopes Eximbank will agree amend stabilization 


oe 
loan agreement permit Peruvian Treasury use sol proceeds (presently sterilized) from ~ 
sale dollars borrowed from Exim. _— 
Z rr ~— 
\7 Following cabled tonight to Achilles. > 
ioe, 
; _ 
‘peltran intentions as outlined smbassy appear to contemplate significant steps / -—— 
J ~ 
towards coping with GOP economic and financial problems. You may iniorm Beltran USG — 
| 


views his objectives with sympathy ana desires to cooperate with him in his efforts 
restore financial stability, improve climate ior private investment, and create comditions 
favorable to national economic growth. Beltran, of course, should understand that basic 
stabilization effort will have to be made uy GOP itself within limits of current balance 


of payments availabilities including existing cximlisnk credit. As for loans for 
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— 
development assistance they will, of course, have to be considered on case by case }- 
basis. ’ 

\“EximBank probably prepaied amena loan agreement permit Treasury drawing soles 1 
provided Exim satisfies itself not inconsistent wit!: stabilization propram Peru is 
developing with IMF. Bank would, however, like have explanation rationale of this io 
Operation since using counterpart only different in form from any other recourse to | 
Reserve Yank and since apparently necessary in any event obtain approval Peruvian Cone = 
gress for changing loan agreement. We dubious about any attempt make the/uce of counter- + Seg 
part appear to be method of avoiding inflationary impact direct borrowing from Bank. | — 





—_ 





v4 } 
v Telegram 100 to Lima, August 10, transmitted the quoted text, | 


‘ (823,00/8-359) 
f/ In telegram 89 from Lima, August 3, the Embassy out lined 
the program Prime Minister Beltran discussed with Ambassador Achilles, 


August 1-2, (823,00/8-359) This outline appears in the first part 


--— 


of the present telegram, 
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. Page? of Sslegvame : c > , ~ 
. 
[We note Beltran expects one billion sol budgetary deficit to mid-1960. Would aq pate 
appreciate your explanation gap this magnitude, which equal that anticipated 1959, ; 
in view anticipated additional tax revermmes and economies .® , - 
=== 
. ~*~ 
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j ” By telegram 193 from Lima, August 29, the Embassy sent requested 


budget data to the Department of State. (823.00/8-2959) 
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Telegram from the Ambassador in Peru (Achilles) to the Department of 
\ . 


State) 


110, 11-HE/8-1159 


Official Use Only Lima, August 11, 1959--7 p.m, 


132. 





* es - 
“WR Secretary, Prime Minister Beltran, Rubottom and 1 had long ih 
" mitually satisfactory talk at Talara this morning. Beltran 
‘1 L/ described his program along lines outlined in Embassy tele- 
\f gran 85 and Fmbassy despatch 60. He stated he hoped shortly 
to submit concrete requests for Export-Import Bank loan. for 
livestock development, DLF housing loan for Savings and Loan 
M/C Arnsociation and for help in studying practicability of Tambopata 
penetration road in south, Secretary cited importance to whole 
W/D program of early concrete action in these fields and urged | 


Beltran to submit specific applications as quickly as possible. 
@&— Beltran ha? issued orders that this be done. 


Secretary issued statement to press stating Beltran had out- 

lined his program to him and the Secretary had great confidence 

in ability of Peruvian Government and people to surmount their 
present problems and progress steadily toward bright future. , \¥. 


Il believe meeting and Secretary's statement will help Beltran 
considerably with Peruvian Congress o 
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Repeated to Santiago for information. 





vy Regarding telegram 89 from Lima, August 3, see footnote Z, 


Supra, 


YY The text of the referenced statement is in Conference Files, 


Lot 64 D 560, CF 1431. 
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Despatch from the Ambassador in Peru (Achilles) to the Department of 





Ven 
| Extract | 
Confidential Lima, August 26, 1959. 
No. 97 


Subject: Communism in Peru 


VIII. RECOMENDATIONS 





<%- 


1. With the Beltran Cabinet, we have the best opportunity we have had in 
the last three years to help the Peruvian Govermment and to encourage measures 
that will im rove the economic, social and political situation in Peru. The 
most effective weapon against communism in Peru is the adoption of such measures. 
We should therefore do everything possible to help the Deltran Cabinet succeed. 
This means prisarily consistent encouragewent of the Peruvian Government to 
develop an effective economic and social program and prompt favorable action on 
our art on soundly conceived development projects which require foreign financ- 
ing. 


r 


|b 


tee 
2. Some way must be found to give the Indians and mestizos a stake in the ae 
free enterprise system. The Indians are sore contented when they have their i> 
own land--the Vicar General of the Catholic Church in Puno asserts that the _ 
higher incidence of land ownership among the Indians in Puno as opposed to that 
in Arequipa and Cuzco is one of the primary reasons communism is not making as 
mach headway in Puno. Such measures as agrarian reform, housing, and highway 
construction to open new areas as proposed by the Beltran Cabinet, will help 
considerably. These and other prograsns that will demonstrate that thc free 
enterprise system will assure a higher standard of living and a better distri- 
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bution of the wealth will do more than anything else to make comminism less ~@ 
attractive as a solution. We should encourage such programs and identify our- »f.- 
selves with them. We should encourage not only Government officials to adopt _— 


such measures but also opinion leaders whenever the opportunity presents itself. 


3. The cooperative agriculture program (SCIPA) should be strengthened, 

especially its program of supervised credit. The credit program of the Mary- 

knoll Fathers in Puno and the SCIPA supervised agricultural credit program in 

general have been successful and ope.ed up an averme for improvement of the —_ 
standard of living which as a practical matter has not existed for the lower : 
classes. We should not make the mistake of expanding too rapidly and possibly we 
discrediting the program, but we should broaden this program as rapidly as is 

consistent with sound management. Other ICA programs are making a sound and ° 
welcome contribution, but increased and better production is needed more than ‘ 


anything else in Peru not only to raise the standard of living but to combat 
communist activities. 


4. Our iniormation effort should be concentrated primarily on identifying we 
the United States with the aspirations of Peru/creating a cli,ate .or »conomic 
measures and reforms that will achieve these aspirations. This can probably 
best be done by US officials encouraging the Government to adopt such measures ’ 
and, once proposed, helping through our information program to develop a favor- 4 
4 able atmosphere for them. Some of the unpopularity of the Prado Government 4 
Guring ite first three years has rubbed off on the United States because of 
our support of his administration. Our reputation is even more at stake with 
Pedro Beltran as Prime Minister because he and his announced policy and his 


actions are closely identified with the United States. This will be a distinct ben. 
advantage to us if he succeeds and we should help build a climate to help hia ' ; 
succeed. At the same time we do the constructive job of demonstrating that the <>* 


~ = 





e* - ——— 


V Drafted by Robert M. Sayre, Second Secretary, Embassy in 
Peru. Omitted are 46 pages of this report. 


\/ The Cabinet of Pedro G, Beltran Espantoso, Prime Minister 


and Minister of Finance and Commerce, took the oath of office July 20, 
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programs and policies we espouse will offer Peru a higher standard of living we 
must effectively refute the communists. In the Lima area we can probably do 
this best by assisting media to do the job for us. In southern Peru, however, 
the job is mich harder but this is where the communist danger is greatest and 
this is where we should concentrate our effort. We can probably make a greater 
impact on public opinion if we concentrate our leader grant program on people 
who help form public opinion on a daily basis, i. €., Congressmen, newspapermen, 
labor leaders, etc. 


5. 


| #1 





,. 





—— 
= 
6. We should intensify our efforts in the universities along the lines ie 
we are now proceeding. The close working relationship between USOM and the — 
medical faculty at San Marcos University has paid off in considerable good will 

toward the United States. The financial support we have given to this Faculty 

including laboratory and technical equipment has helped to make it one of the 

most stable faculties in the University. The exchange of students between the 

University of Indiana and San Marcos has also paid off. We should encourage 
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more such exchanges, and in addition encourage any interest arising on the ag 
path of mature, responsible American students and scholars to study at Peru- m- 
vian universities. Such a program would involve risks in that all participants M~ 
might not be effective representatives of the US. The advantages to be gained V—_— 
in such exchanges, however, would greatly outweigh the disadvantages. The re- 

latively few students from the US in Peru have handled themselves extremely _ 


well. The “hotbeds” of communism in the universities are usually the economics 

and law faculties. We should concentrate our exchange professor program in 

these two faculties in an effort to propagate our economic philosophy and our &. 
legal concept on the balance between duties and responsibilities of the citizens 

and the State. Our effort should be more in the constitutional iaw field than 

any other. 





7. The real battleground in the student field is not, however, in the 
universities but in secondary education. It is only a small percentage of 
Peruvians who ever get to the universities. Our efforts in secondary education 
should be directed at the student body in teacher training schools in Peru. 





we cannot hope to influence directly the large mass of Peruvian secondary stu- : 
Gents but we can influence them through their teachers. The more secondary 
school students who can be assisted to spend at least a year at school in the oo 
US the better. 
=~ 
ee 
7. —_—_- ° I te ee ee . 
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8. The Church in Peru should be encouraged to take a more active role in 
social conditions in the country. The Church should support a more 
equitable distribution of wealth. It should help in a housing program by 
sponsoring community action on this subject. In general we should seek to 
have the Church throughout Peru carry out a program along the lines now being 
pursued by the Maryknoll Fathers in Pumo. At the same time we should encourage 
the Church to take a vigorous stand against commmiss. 


9. We should encourage the aullitary in Peru to support «a positive progran 
to improve the standard of living of Peruvians, including the necessary social 
and economic reforms. We should sufport the general desire of the Peruvian 
Govermment and the military to have the military take a more active role in the 

agree to the use of MAP furnished equip- 
ment for this purpose provided this be done in keeping with commitments 
under bilateral military arrangements. We should lend our suoport to the 
announced desire of the military to indoctrinate recruits in civiss and against 
communism and to provide them agricultural, mechanical and trade training. 
Vithin available resources, we should provide material and technical retources 
toward that end. The military should be encouraged to carry out its anti-conm- 
munist policy with more vigor. 


” 
os 
— 
Loe 
= 
W) 
i) 
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z 10. We should keep in mind that anti-commmist legislation is required in S, 
3 Peru and bring it to the attention of the Government at appropriate opportuni- o“ 
- ties, but until the Beltran Cabinet has made an effective start on its progran — 
4 and has solidified its position better, we should not press on this point. when 
- this subject is discussed with Government officials we should seek legislation 
4 in terms of strengthening the Penal Code, and not a separate anti-commmist law 
- which would be an open target for the communists and easily repealed. 
~ ll. We should encourage the Government to eliminate commmists from the ss 
Government. Wherever possible we should identify such persons, but this should + +e 
3 always be done on the basis that the Peruvian Govern,ent itself must investi- ~~ 
x gate to determine the facts. — 
“ 12. We should seek termination of Government support, in whatever for, * 
to conmmnist-led labor unions. (It is not sound practice in any case for the y? 
Government to be subsidizing labor ynions, tut it is especially wrong when this - 
involves comaunist-led unions. ) 
For the Ambassador: 
~y 
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1. Peru has long been ruled by an oli- 
garchy which until recently has shown 
little regard for the welfare of the ma- 
jority of the population. This political 
system is being increasingly subjected to 
pressures for change. APRA, a social 
revolutionary (but anti-Communist) 
mass party, has been the principal advo- 
cate of such change} APRA is feared 
and distrusted by the oligarchy in gen- 
eral; it has at times been driven under- 
ground and might be again if it were to 
seck direct control of the government 
APRA, however, can deliver a decisive 
vote to that faction of the oligarchy which 
offers it the most favorable terms, and 
can thus exercise significant political 
influence’ The incumbent president, 
Manuel Prado, was elected with APRA 
support in 1956. (Paras. 7-12, 14-15) 


2. After Prado’s accession and until 
mid-1959, the Peruvian economy en- 
countered increasing difficulties attrib- 
utable primarily to worsening terms of 
trade. Until recently, the Prado admin- 
istration’s attempts to cope with this ad- 
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CONCLUSIONS 


verse trend were vacillating and ineflec- 
tive. Now, however, a new Prime Min- 
ister, Pedro Beltran, has announced a 
vigorous program of fiscal reform and a 
long-range program of economic develop- 
ment. Barring a general worsening of 
Peru's terms of trade, which we consider 
unlikely, we believe this program will 
succeed over the short run, especially 
if Beltran obtains foreign assistance 
(Paras. 24-32) 


3. Under these circumstances it is likely 
that the Prado government will serve out 
its term and that there will be reason- 
abiy free elections and an orderly transfer 
of power in 1962. All the presidential 
candidates in such an election will be 
likely to be members of the oligarchy, but 
the candidate supported by APRA will 
almost certainly be elected. (Paras 
33 34) 


4. If, on the other hand, Beltran’s pro- 
gram should fail, he would probably re- 
sign, and another serious effort to curb 
inflation and to deal with long-range 
problems would be unlikely prior to the 
elections. Under these circurnstances, 
Prado would have to rely more heavily on 
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military support to serve out his term. 
Should there be severe and persistent 
economic difficulties, the outcome would 
probably be a return to at least provisional 
military rule. (Paras. 35-36) 


5. Even if the Beltran program succeeds, 
it will only provide a basis for long run 
development measures. In the long run 
the dominant position of the politico-mili- 
tary elite will probably come under in- 
creasing attack from the lower classes. 
If basic measures for economic cwevelop- 
ment and accommodation to popular 
pressures are delayed indefinitely, it is 


9a 0u 


probable that violent social revolution 
will eventually take place. (Para. 38) 


6. Since 1956 the Communist Party in 
Peru has grown in membership and in 
influence in student and labor organiza- 
tions, especially in the south (Cuzco and 
Arequipa). During the next few years 
the Communists are likely to play an in- 
fluential but not decisive role. However, 
the Communists are still far weaker than 
APRA in strength and influence, and the 
latter will remain the more effective com- 
petitor for mass support. (Paras. 17-18, 
37) 





DISCUSSION 


1. BACKGROUND 


7. Peru is the fourth largest country in Latin 
America in area and the fifth largest in popu- 
lation. Its area is about twice that of Texas 
and its population of about 105 million is 
increasing at a rate of about two and one- 
half percent a year. Over half of that popu- 
lation is Indian, making Peru one of the three 
states of South America which is predomi- 
nantly Indian. Over half of its people are 
illiterate —most of these being Indian 


8 Peru is characterized by sharp geograph- 
ical, economic, and ethnic contrasts. Along 
the narrow coastal plain, and particularly in 
the Lima-Callao area, a relatively modern, 
predominantly Hispanic society of commer- 
cial agriculture, prtrolcum production, manu- 
facturing and trade has developed. With 
about a quarter of the population, this area 
accounts for slightly over half Peru's GNP 
In contrast, the two other major divisions of 
the country, with their predominantly Indian 
population, are largely outside the modern 
oclety. Although the Sierra or Andean high- 
land lying parallel to the coast is an important 
producer of copper, lead, zinc, and other min- 
erals and contributes some wheat, wool, and 
other products to the cash economy, rnost of 








its six million inhabitants carry on sub- 
sistence agriculture and herding, much in 
the manner of their pre-Hispanic ancestors 
The sparsely populated Montafa, a region of 
tropical forest east of the Andes and includ- 
ing over 60 percent of the area of the country, 
is also for the most part economically and 
socially backward. 


9. These social and economic disparities have 
helped perpetuate a traditional political so- 
ciety from which the Indians have been 
largely excluded and in which high political 
and military office has been a near-monopoly 
of the upper class of the coastal region (icss 
than one percent of the population). Revo- 
lutions have been frequent during Peru's 138 
years of independence, with only about a 
quarter of the governments resting on a con- 
stitutional basis. Such revolutions have 
almost always reflected struggles for power 
within the ruling politico-military elite. Po- 
litical parties, often no more than working 
alliances among individual politicians, have 
generally been short-lived. Regional partis 
reficcting the middie class interests of the 
provinces have been consistently overshad- 
owed by the powerful political interests of 
the coast and have not been able to over- 
come the latter's negiect of other sections 
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to the coastal cities and farms over the years, 43 The Prado government, essentially con- 


+s , bx : mi ated : ” y eTn ‘ - 
trare wo la int« the r <rrn « on swrvative in he adershup, has proven until re- 


: bef _ s 
omy or etl on it cently to be a weak administration, even 
, } rrit bot , ry it] wr} . “ 
ally ¢t] sed unskilled workers As a re though i has managed lo preserve comstile 
t the traditional elite is being confront : . 
mt tte acs al elite ts being , cd tional order. The 70-year old Prado has 


: ; tT | 7 nel . ‘ u cuT t ton | . 
with ier pay eThous « }* r rian tk come imerea mgly ur» i ular kecause of his 


fringes as a body of par- 














; ] ; t an ‘TT itis ; | ; ; : 
' ” ii and i eftu al ‘ } eT wWwiin h a av om ire ‘ “a af f\ m ke och ’ hip m t he face 
71 - ™ “_ : : , e ™ ’ 
a as aj Cas G ' . | out of det rate « nomic comditions which 
+) «? . »? te if =— ; ry ’ ’ . " : " . 
ut ft if & h }! “ay if . mT have bed oO ccm pe oe rable havor d ; tent and 
support bversive activity. To cope with unrest, the 
: . ‘ ’ , ’ BR w : ‘.? , 
ve) 11. The most bITipM rlant and broadly repre =~" rm as u ponde So * istitutional 
— mae ! r station of thus po} shar pres arante on several cccasions and made 6 
= Ff re is APRA}. APRA, Peru's largest and best «= “ties of cabinet changes. In the most recent 
rw , ¢ 4) ‘ >) lie 
—= orgariaed party, is a moderately leftist and of these in mid-I959 -Prado felt obliged to 
zs ynti-Communist organization led by middie 8ppoint Pedro Beltran, one of his strongest 
= . rit " « ry ef : ne €¢ 
—— clas intellectuals Over the last decade or CTs and a forceful | eT ath *& i con 
. . e . he rr fe in Jie R oir 
re ~ tw Fr ruvialh }*™ Lata s ? ave large > > rite red mT VaLive ." rit if the ’ ligas ny a F if we 
— srownd the efforts of the elite (and particu Minister and Finance Minister Beltran’s de- 
ad a . ‘ —_ " 
> larly the military) to cope with APRA -with krmined approach to Peru's cconemic diff 
a & t hve c TT nists and { ther fou ‘ La ng ’ ult ie as i store d OO fic roe to HEE NE uegree 
oS ' bel hit 
ox eco.rdary though sometimes portant roles setting his lack of organized political sup 
oO Ww , . ’ , ; ’ 
a. port, and is @ maja ibilizing factor in the 
& ® “” ¢ a ’ 
+ 12 After 12 years of Is =, curvent situation 
—$- APRA wa ga da a | | riy m 
jo 4 45 \ ‘ y Py : ‘ Py H , 14 | bt | sO ' rye nt is Dea 7 ally e- 
~~ wi d : e - . = ; . " 
“=e iP , or PP kent Bustamante, owed } elec pendent on the cooperation of the country’s 
WY) 4 ° ; . veh it 1 nd +) , 
= 7 trom Ts AIRA’s ' ; ed polit a] wort , CTs pote HOTces al Or Urn . quies- 
a : ; > ‘ } st . ia : ’ ) bos wT) bee " 
=~ APRA al ok d a — 1 , ity ce of the military he yx ical base of 
we ; 
Sa rad d ntationm bm the et Prack POoverrif nt i iN) ita ) woTaing re 
: . ’ ; " , 4 7 ; | : tone ’ 
we 1? " et ¢ sree with t Png | ; . sprite ti ip >) | ; ; ii i} A} RA i rd 
faction of the elite soon broke down as a rn the M ento Democratico Peruano (MDP), 
it or ruw , 4 ervative fear that APRA which is a bo ly org nized gr ip of conserva- 
. by ming too strong In 1948 APRA wa tives and other Prado supporters rhe prin 
iil j awed and on thereafter a hh pral bond bet en them is the common de 
tary : hed } . 1 Mw o ia re to avoid a return to military rule Zz it 
ne ok ine meet abs 
l power However. Odria’s aut! in ing repression and nie i tnlity 
, , +, is atom easel ice —_ APRA has followed a policy of moderation 
it lar levels and eventually within the and cooperation with Prado, even though 
. +? > ] . »} ‘ ’ »c’ , 
iTy and the upper class. Under pressure is policy has placed increasingly heavy 
f, these clhoments for a return to consti strains on party unity and has caused a drain 
tut il rule, elections were held in 1956, in on its popular support. At the same time, the 
' " ove Tr.Tre? ; yp } : ery 
which APRA and 1 t of the upper class Be “~ ut and thx MOE have depended on 
i the oh :; a4 * t APRA’ ippert in Congress to give them @ 
- working 1 rity and on APRA trong in 
’ ; | 
: fr in oa i! : r lo pi | ‘ in 
‘% , <A ition an advantage in dealing with this 
| Peru ioree 
oe ee ae 
~~ 
° t \ , ’ 
” - aed er - e or be - a 
etails ity, 9 mA, or Political 
‘ am , 
arties \* Peru, tro’ -~* a ree tewts ~aty ie nat ated.7 
~ . 
a 
yi ; 
— ln we 7 . , *-« i. rr r ., . 
. man Le Ds e € C , ‘ , 1945 
ue le 1" Ie 
e'y 
«- , 
COP TSE Nard 6 de 2 Penn Petes crete Perry by bette $650. 
> - 
al * 














BEST COPY AVAILABLE 


+ . re 4 6 ‘ -* . a qo 7s ’ ‘4 7 : " . ™ . a 
; **) 4 ; ; ‘ . Ad 
: 
‘ , * ° 
: , 





’ . 4 r\ P) r 4 | " ’ : 

. ‘ aie a j * , rariy : : ’ a saeGgd if 445 
. | an. . : ré - : ’ a , tT . : e 
4 * clit & h-@ ade = ©. ai 4 ; & ae 4 be a 

— 2. ‘ ‘a _ " > . 
v.y inec ; ¢' uy it ira ; 4c ay wea as iz ") 
J ; 
» a » *> . _ > v 
s ai inte? ing wit? ‘ un arth a r CeTaoly # Ler I wer f «wre 
al S 


. ’ 
if .7F a : stJ : ee i> r | ate in } Vy 


‘ ‘ e ‘ ’ - #5 . ** . 
My } j , 4 ‘5 ve ‘ I i iJ srea 7 
» ; S _ : : 
j , " MN ithern Peru. w re { © is rrmally 
: ‘ ‘ ‘ th *¢} ‘ ry 
: ‘ ’ 7 . » > ioe tT) rai — ft ent At 
. , . Cause 4 *. . 
‘ f : t “a L! ny in Lima 
T . at eG F Ru >. i 4 . Cc 4 t n Thi at) tT attr v¢ 
i 
. . ; : ryr> 
, ; : thy . Ke ay RA nite | Z 
: . >> > , as ry : . _ 
" . } Mm Al 4 ‘ J nt rut 2.0?) ( ave 
" ’ + " ov s " | 7 i» 
- 4) RA 4 . 4 ew . a, t : ai aith s at t¢ s re ti 
> _ . ’ : > : \ . 
. gi} antag AartG ind srant incians in urban areas. pa j 
‘ : g ‘ ‘ ~~ 7 te ‘ 
. ; 5 . ': as . A riy in 4 {uipa ar 4 Cuzc where . ; ‘y 
ae . ; : » * : _ °Y 4 ‘ " ’ 
; ‘ . . ? ‘ 
, " ihe departmental labor 
«I 4 : | iy v . , \ - 
. : : 7 ° _ > ’ 
" 4 - ' . ; . : ‘vw tes the Cx rT 4 ; 1. ; 
Pad : ¢ e ‘ 9 
oun iY : Au s% ts. 7 ‘ , + ; ; > a hy 
. j VeTSity stucent federations with 
ba : ’ : ° > , - 
- ; : sii) 4 ' . me | 4 . ’ ~ 
te . ‘ . 9 7 
Sas " " : ‘ 4 ers the f mmunists are capabk of 
_ > , , 7 > 
: r A ) 
~ = . ° ’ ” ~—— +> , _ 
4 : : » * .* » . - ci . oT * ye : nern aah in &a&it'a&> 
ez PCT x 2 i. eT 4 . 
’ tas ; +) +> y . 

) Gay r wo until the government an 
= . T., ” | ‘ ’ 
J 2 zg in ad al security es. They 
on , . 

° eon e4 ‘ 
: rated this capability in Cuzco in 1958 
_ - - 
, Mn . fea 
= is. ¢ imsts fave been k cK i] 
- 
_ ~ | > -_- i. " 
a hoe They ave had litth ect in 
. ment. ait? ign Ct re 
* r ire da : ‘ : in ‘ - ar . | a 
x , f ini ts , id F , lary or 
—- ’ ’ , 4 , , 
“ ; sia be) | ; 4 n 
= ar AL rey eniiatives have 
wen . ’ 
~ x ‘ ’ i vy ’ t th However the 
at .) " , _ 
rut | . . rT) a tf \ : f we 
a! " r | } ie While thes ntrol a 
: , , ec r "Y mm? { ry 
‘ rT 
I ’ } i* \ ; 4 j n 
‘rye ‘ ‘rs OT | i7 r) They ave 
. , ty ! , : ¥ ‘ mn 
; »- " ’ ‘ , 
ng ‘ ea T st al etTra i ans 
n ntral and it rm Peru, largely because 
of the ted and self niained nature of 
the al I if “ ty 
7 
— | 
" ‘ R 
\ ’ } 
; 4 ‘ ‘ 


, ) ) - 5 ) 
> Ne - i - e rt P. Seal .aT, * st. aie? 
a 











SP re 


-_ 


“DECLASSIFIED FOR PUBLICATION IN 
FORE IGN RELATIONS OF THE UNITED STATES" 


~ -- 











Sen fT 


19. The major area of political agitation in 
Peru is organized labor. This force of roughly 
400,000, mainly affiliated with the central 
jabor organization (CTP), is overwhelmingly 
urban and is largely engaged in white collar 
and service activities, principally in the Lima- 
Callao area. APRA supporters control the 
executive committee of the CTP and the ma- 
jority of its most vigorous member organiza- 
tions. However, APRA's entente with the 
government has resulted in a weakening of its 
revolutionary coloration and a reduction of 
APRA's freedom to press labor demands 
This has been of direct benefit to the Com- 
munists, who have been able to consolidate 
their position in Arequipa and Cuzco and 
have also made some progress, in competition 
with APRA, in organizing miners in central 
Peru. The Communists have also benefited 
from upper class disposition to encourage 
them as rivals to APRA. 


“0. Another, though less upportant, arena for 
political agitation ts among university stu- 
dent groups, principally those in Arequipa, 
Cuzco, and Lima. Although Peruvian stu- 
dent groups, like their counterparts in other 
Latin American countries, are generally a 
breeding ground for radical ideas and action, 
they suffer from factionalism and generally 
have little voice in national politics. How- 
ever, they have contributed substantially to 
political and social unrest, and with the de- 
cline in APRA'’s traditional popularity among 
student groups matched by a rise in Com- 
munist influence, the potential for Commu- 
nist-inspired student agitation is on the in- 
crease. This potential was manifested in the 
riots attending Vice President Nixon's visit 
in May 1958 


ill. ECONOMIC SITUATION 


21. Despite the abundance and variety of its 
resources, Peru is a largely undeveloped coun- 
try in which up to two-thirds of the popula- 
tion (includin;’ most inhabitants of the Sierra 
and Montana) live at a bare subsistence level 
outside the money economy Rail and road 


links betwoen the coast and the interior are 


few and far between and even these along GY, ordet f im laure 


the coast are limited Hiowever, the modern 
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sector of the economy centered in the Lima- 
Callao area is a vigorous one, including a 
growing small-scale consumer goods industry 
and one major industrial enterprise—the gov- 
ernment-sponsored iron and steel plant at 
Chimbote—-as well as extensive commercia! 
agriculture, petroleum production, fish can- 
ning, and mining. About a quarter of Peru's 
total population is urban, and the proportion 
is growing. 


22. Peru's economic growth and prosperity de- 
pend heavily on foreign (especially US) trade 
and investment. Exports are equivalent to 
about a fifth of GNP, with imports providing 
for over a quarter of all goods absorbed into 
the economy. The production of US and 
other forcign-contrelled and operated firms 
accounts for about a quarter of GNP and for 
over half Peru’s foreign exchange receipts 
Forcign investment is concentrated principally 
in mining, petroleum production, and public 
utilities. 


23. The initial postwar decade was one of 
notable prosperity and growth for the Peru- 
vian economy. The general trend in world 


raw material prices was upward, and the rela- 4 
tively diversified nature of Peru's exports f— 


cushioned the economy against downward 
fluctuations in demand for individual items 
Spurred on by a substantial government de- 
velopment program (contributing about a 
quarter of total investment for the period) 
and by a sustained high level of foreign in- 
vestment (amounting to another 15 percent), 
the level of gross investment rose to an esti- 
mated 22 percent of GNP in the latter part 
of the decade. Along with advances in 
mining, manufacturing, and construction, 
over-all agricultural output increased by 
about 50 percent though per capita output 
of foodstuffs for Peru's fast-growing popula- 
tion increased very little Over the decade 
GNP grew at an average real rate of over five 
percent annually 


°4 liowever, Signs of troubk began 10 apy al 
befor th pre ent Prado ut vernment took 


office in 1956. The previous Odria regime's 
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ambitious efforts to spur devel pinent, to im- 
prove welfare and education. and to 
support the military involved incre ising de- 
pe ndence on deficit finan ing. This resulted 
in inflationary pressures which increased 
prices by about eight percent a year. In 1957, 
moreover, world prices for most Peruvian ex- 
ports fell and the dollar value of exports de- 
clined by about 15 percent. At the 


the cost of unports increased 
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25. Although the government was able to ob- 
tain substant dits from the International 
Monetary Fund (iMF), the US, and private 
eflorts to maintain purchasing 
power and consumption in the face of this 
worsening of the terms of trade led to a 
progressive depletion of Peru's foreign ex- 
downward tiend accele- 
rated by a weakening of the position of the 
Peruvian sol and a consequent flight of cap- 
By the end of 1958 official gold and 
had fallen to less 
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than half of the $67 million on hand at the 
end of 1996, and by mid-1959, when Peru 
halted its borrowing from the IMF, re- 
serves were reportedly down to $20 million 


Although Peru still had $25 million in unused 
EXIMBANK credits, the availability of all but 
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26. Meanwhile, the government and most 
private cmployers were forced to yield to labor 
demands for higher wages to counter increa 

ing living costs. Inflationary pressures were 
further increased by the liberal credit ex 


tended by the banks in an eflort to maintain 
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business momentum and by the fact that the 
gover! ment, faced with increased costs and 
lowered revenues, increased its borrowings 
from the Central Bank. Although the gov- 
ernment made some efforts to check these in- 
lationary trends, it made little headway in 
the face of continuing heavy demands for 
private credit and the government's need to 
pay its own bills. 


27. With the appointment of Beltran as Prime 
Minister and Minister of Finance in mid-1959, 
Peru is now committed to a far more vigorous 
attack on these problcms Emphasizing the 
med to the government's budget, 
tabilize prices, and restore Peru's interna- 
tional credit and exchange position, Beltran 
has called for the cessation of government 
borr ving from the Central Bank, more rig- 


balance 


orous tax collection, the restoration of the 
18 percent legal reserve requirements for com- 
mercial banks, and other measures to curb in- 
flationary private lending. He has already 


cmbaraxcd on me curtailment of 
payrolls and military purchas 

removed costly food subsidies, and has per- 
mitted increases in prices for petroleum 
Previous low ccilings had contributed to a de- 
cline of oi] production in recent years to a 
level little over that of domestic requirements 
Longet road con- 
struction, housin and attention 
to land tenure | 


government 
abroad, has 
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hort run, Beltran enjoys certain 
Although collection of back 


taxes will irritate ome prop iliecd interests, 
the general objectives of Beltran’s program 
are clearly to the benefit of the elite group 

wT VE (from $20 
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million to $33 million as of mid-September 
1959) and a strengthening of the sol (from 
31 to 26 per dollar) since Beltran’s appoint- 
nent reflect the confidence of busin groups 


in his program and some improvement in 
trade prospects. Furthermore, wage in- 
creases decreed in May and extended to gov- 
ernment workers since Beltran came into 
office haw quicted labor demand: The in 
fationary pressure stimulated by these wage 
inetca the removal of subsidies, and pe- 


troleum price increases will probably be off- 
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set to some extent by better crop prospects 
and expected increases in food production 
In general the outlook for cxport of Peru's 
minerals has improved. 


29. Beltran's program is, however, currently 
hampered by the need to find financing for 
budget deficits estimated to cqual as much 
as $40 million in 1959 and at least $20 million 
in 1960. Various proposed budget manage- 
ment devices may reduce the 1959 deficit by 
$5.10 million, but retrenchment efforts may 
be limited by the following political and eco- 
nomic factors: over half the government's 
budget represents wages and salaries and 
further cuts in the already reduced develop- 
ment program would mean abandonment of 
plans for expansion of production in the 
coastal areas, an important element in cur- 
rent as well as future employment. More- 
over, gains derived from the drive on delin- 
quent taxes and other one-time reforms avail- 
able in 1959 will not be available in 1960 
Committed to avoid further Central Bank 
borrowing in order to regain IMF and US 
tandby support, Beltran is urgently looking 
for foreign assistance to achieve his objectives 


30. While no firm bill of financial needs has 
been formulated, Beltran is secking currently 
to renegotiate certain outstanding obligations 
as well as to secure new sources of funds 
Among the measures mentioned are: (a) the 
use of frozen counterpart soles accruing 
from the sale of dollars drawn against the 
FXIMBANK credit to finance the government 
budget deficit; (b) the use of sol deposits volun- 
tarily set aside by the Peruvian Government 
against the maturity (in 1961) of payments 
due on CCC rice purchases, and (c) the use of 
required sol deposits against the already post- 
ned principal payments on purchases of 
ibmarines in the US. Beltran has also pro- 
posed a customs and tax bond issue of 600 
million soles in 1960 and has received a $20 


i 


million loan offer in the form of advance tax 
payments from the International Petroleum 
Cc pralds an offer Beltran !} pes to accept 
if he can avoid giving the impression that Un 
loan is tied to recent petroleum price increases 
In addition, the Peruvian Government is ne- 

ne: (a) a PL 480 Title I Agreement 


which would make available local currency 
for development purposes; (b) a DLF loan to 
provide initia] capital for a savings and loan 
association, which will make loans to finance 
housing construction; and (c) IBRD and DLF 
loans for various road building and irrigation 
projects. This group of loans could total as 
much as $20 million. 


31. Foreign assistance for this program may 
enable Beltran to appease most significant po- 
litical and economic clements and to suc- 
ceed in his monctary stabilization effort, thus 
preserving the country’s free exchange sys- 
tem, which has been a model for similar efforts 
in other Latin American countries. Under 
these conditions he could move on to develop- 
mental measures and take some steps toward 
resolving the long-range problem of the 
social and economic integration of Peru. An 
important problem is that of increasing agri- 
cultural output of the country, which wiil re- 
quire heavy investment in transportation and 
irrigation in order to open presently unsettled 
lands. Execution of such measures would 
create favorable conditions for a resumption 
of growth in the modern sector of the econ- 
omy, thereby providing additional employ- 
ment opportunities for Indians from the 
Sierra. 


IV. THE DOMESTIC OUTLOOK 


32. Barring a general worsening of Peru's 
terms of trade, which we consider unlikely, 
we believe that Beltran’s program will suc- 
ceed over the short run. The measure of 
Beltran’s success will in part be related to 
his ability to obtain the foreign financial 
assistance he secks. There will probably be 
ome rise in the production of Peru's food 
supplies and exports, and prospects are good 
for increased efficiency in fiscal management 
under Beltran’s guidance. Hence, the out- 
look for foreign and domestic investment will 
be favorable 

33. Under these circumstances, it is likely 
that the Prado vovernment will serve out its 
tcrm and that there will be reasonably free 


clections and an orderly transfer of power to 


aad ily chected successor gi vernment in 1962 
Although APRA may feel compelled to press 
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its social] and economic demands more vig- 
orously in order to avoid loss of lower class 
support to Accion Popular and the Commu- 
nists, it will probably seek to avoid going so 
far as to invite military repression. The mili- 
tary, for the most part, will probably be reluc- 
tant to return to authoritarian rule unless it 
believes this necessary to maintain the domi- 
nant position of the elite. 


34. The result probably will be an electoral 
campaign in which class lines are blurred. 
All the presidential candidates will probably 
be members of the conservative elite. The 
real contest will be between the candidate sup- 
ported by APRA and the one supported by 
Accion Popular. The more reactionary ele- 
ments of the elite, lacking strong support of 
their own and bitterly opposed to APRA, will 
probably continue to support Accion Popular 
and will give at least covert encouragement to 
the Communists in an effort to cut down 
APRA's strength. However, the presidential 
candidate favored by APRA will almost cer- 
tainly win. 

35. If, on the other hand, Beltran’s economic 
program failed, any progress toward solution 
of Peru’s longer range economic problems 
would be seriously impaired. With the 
growth of inflation and unemployment, the 
chance of serious strikes and riots would 
greatly increase, probably leading to Beltran’s 
resignation. It is highly unlikely that 
another man of his stature and vigor could 
be found, and Prado would probably have to 
rely more heavily on military support to serve 
out his term. 


36. In the event of a severe and prolonged 
economic relapse leading to widespread priva- 
tion and discontent, the eventual outcome 
would probably be a return to at least pro- 
visional military rule. This would probably 
lead to the suppression of APRA and other 
popular political movements, thereby forcing 
them to turn to more violent and extremist 
tactics. 


37. During the next few years the Commu- 
nists are likely to play an influential but not 
decisive role. As long as constitutional order 


is maintained, APRA will continue to com- 
pete effectively with the Communists for mass 
support. On the other hand, if the economic 
situation deteriorates seriously and APRA is 
suppressed, Communist prospects would ob- 
viously improve. 


38. Even if the Beltran program succeeds, it 
will only provide a basis for long run develop- 
ment measures. In the long run the dom- 
inant position of the politico-military elite will 
probably come under increasing attack from 
the lower classes. If basic measures for eco- 
nomic development and accommodation to 
popular pressures are delayed indefinitely, it 
is probable that violent social revolution will 
eventually take place. 


V. FOREIGN POLICY 


39. Peru has maintained a policy of close and 
friendly ties with the US and has been firmly 
pro-West in orientation. Of the major Latin 
American countries, Peru has the least con- 
tact with the Soviet Bloc. The only bloc mis- 
sion, a Czech legation, was expelled in 1957 
for engaging in subversive activity. While 
Peru now has generally friendly relations with 
the other Latin American countries, its bound- 
ary dispute with Ecuador continues to cause 
sporadic periods of strained relations with 
that country. 


40. Peru is generally dissatisfied with US com- 
mercial policy, and the US imposition of Icad 
and zinc quotas in 1958 provoked widespread 
criicism of the US. In the National Congress 
there was demand for an increase in Peru's 
minimal trade with the Soviet Bloc. A similar 
reaction against the US would probably 
occur, especially in Congress, should Beltran 
fail to obtain tie US and international finan- 
cial assistance which he seeks. Should APRA 
or Accion Popular gain strong influence in a 
successor governinent, Peru probably would 
be more assertive in its dealings with the US 
and more prone to take an independent posi- 
tion in international bodies. However, in 
neither case would there be likely to be a 
major change in Pcru’s relations with the US, 
with which Peru has its strongest trade and 
investment ties... 


“Seort T 
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\/ A map of Peru in the source text is not printed, 
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723.5621/ 10-2659 
Memorandum of Conversation, by the Officer in Chage of Chilean Affairs 
(Phillips) 


Confidential Washington, October 26, 1959. 


“wwe 25 4777 rS 
. ; 


SUBJECT: Acquisition of Vessels by Peruvian “avy 


' 
PARTICIPANTS: Assistant Secretary Rubottom, AMA 7 a. 
Ambassador Fernando Berckemeyer of Peru ,|~ . 

Mr. Miguel Grau, Minister-—Counselor, Peruvian Embassy ; ge 
Admiral Luis Llosa, “aval Attaché, Peruvian Deabassy : = 
Robert ¥. Phillips, WST 


COPIES‘To: + Ans - Mrs Rubotter (2) “RPEys “Defense /I0h- Cots Ruseeki-. 


s/s (2) PS — “tr. Snow + RBA -eeiememson = ¢ ‘avy-Capt. Shelleharger 





— 
) After the usual arenities, Aniessador Berckeneyer stated that he ad cone | 

on orders of his Governnent to explain witi: complete frankness the attitude of the 
Peruvian Goverrment ({.e., the President and his Cabinet) with regard to the | 
purchase of a cruiser from tne U.~. Many units of the Peruvian Navy vere = 


“DECLASSIFIED FOR PUBLICATION IN 
FOREIGN RELATIONS OF THE UNITED STATES” 
t 

c 


obsolete and necded to be replaced, and the most convenient and economical way 
this could be done was to take advantage of the availability cf a cruiser from 
the U.X. The price of the vessel was only bl million sterling, payable in five 
| annual installments of £200,000. Payments would be made from funds available 
| only to the Navy on the basis of a special lew, and the Navy's funds might be 
supplemented by a special public collection of voluntary donations which might 
| total as much as 1 million goleg enmually. Therefore, the proposed purchase ’ 
would have no effect on the Government's general budget and no particular effect ‘Tt i 
on Peru's balance of payments position, especially since Peru las a favorable 4 
sterling talance of payments. The Peruvian Government was, of course, avare of 
the other implications of its acquisition of this cruiser and wished to assure 
ug that these had all been carefully considered. 


Mr. Rubottom said he was grateful to Ambassador lerckeneyer for coming in 
to explain the Peruvian position. Three years ago, he had talked with the s 
Ambassador and with Admiral Llosa regarding the possibility of transferring a , 
J.Sé cruiser to Peru, and he regretted that it had not been possible to arrange 
for this. Nevertheless, speaking as a representative of a country which has = 
enjoyed particularly close relations with Peru and which has wanted to give t2 


avs yes to Peru's economic development, Mr. Rubottom said we were ve 
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much surprised by the present proposal for the purchase of a cruiser, | 

even if we accepted the logic of the argurents advanced by the Ambassador. —_ 
What Peru should consider was the psychological impact in the U.S. and other 

countries of this transaction. As the Ambassador undoubtedly knew, a strom anal 
current was developing in tie U.S. against our military aid programs. It vould — 
be extremely difficult for him (Mr. Rubottom), in testifying before Congress, 

to justify our military and economic assistance to Peru in the light of the 

proposed purchase of the cruiser. In view of Peru's difficult financial position, 

we hed tried to do everything possible to accormodate the Peruvians on the ' 
question of releasing the soles frozen in the submarine purchase account, making 

funds available for the highway pro ject, and arranging for grant assistance in —- 
rehabilitating the vessels offered under our ship loan bill. While we recognized =~ 
Peru's sovereign right to take any measure it considered necessary for its own ~~ 
defonse, we could not but feel that the cruiser purchase would make cooperation —_— 
between our two countries more difficult. 


Avbassador Berckemeyer agreed that there would be some unfortunate reper- 
cussions from this deal, but he pointed out that it would be wery difficult for 
Prime Minister Beltrdn, despite his austerity program, to oppose a national 


should take into account the important role of the Navy in educating the young 
men of the country, training them in modern techniques and teaching them to be 
good citizens. Further, we should consider the fact that the Peruvian Navy had 
had thirty years of cordial relations with the U.S. Naval Mission. 


defense messure which had been approved many years previously, especially since ad 
the special laws like that setting up the Navy fund were “untouchable.” Actually, ~ 
the purchase of the cruiser was economically justifiable on the basis of the a. 
high cost of mintaining the obsolete units which it would replace. Also, ve —_— 


When Mr. Rubottom asked whether the Peruvian Government hed already contracted 


for the cruiser, Avbassador Berckeneyer replied in the affirmative. Mr. Rubottom ae 
then asked whether there was any truth in rumors we had heard that Peru might he 
acquire a second cruiser from the U.K. Admiral Llosa said thet there appeared to adil 
be some substance to these rumors and that it was his understanding that if the 

U.K. were to offer a second cruiser on the same conditions as the first, the . 


Peruvian "avy would probably make an effort to obtain the second ship. He 

indicated that a specific vessel--not naned--now in servico under the Sritish 

flag was involved. Ambassador “erckeneyer, however, said he wished to make it \ (if 
caear that he had received no official notification regarding the second cruiser. V 


Mr, Rubottom told his callers that he could only say that the news of the 
cruiser purchase contract had been very badly received by liimself and all his 
colleagues in the Department, including Secretary lierter and Assistant Secretary > 
Mann. Ne was also sure that Undersecretary Dillon, presently away from the ’ 
Department, would not be pleased by this development. Bven taking into account 
all the arguments advanced by the Ambassador, it would be impossible fa the 
Department to attempt to reconcile the cruiser purchase with the policy of 
austority proclaimed by Prime Minister Beltrdn. It was paradoxical that a 
Mr. Peltrdn, who was well-known and well-liked in the U.5., had often criticized ’ 
our Government before U.S. audiences for giving military acsistance to Latin hes 
America, Mr. Rubottom himself had debated this issue in public with Mr. Beltrén. f 














! 
/ In telegram 392 to Lima, December 1, the Department of State 
reported to the Embassy in Peru that Peruvian Minister Counselor Grau 


informed the Department on that day that Peru had purchased the second | 


British cruiser, (723.5621/12-159) 
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[| Ambessador ®erckeneyer said he agreed but pointed out that Sr. Peltrén | 
was in a most difficult position. In any event, there wes no escaping the fact 
that the obsolete vessels had to be replaced. ‘When Mr. Rubottom asked whether 
we bad been advised concerning just which ships would be replaced, Admiral Licss 
said that this information had already been supplied to the Department. 


ft 


considered. This was that as a consequence of the lack of support for the 

Peruvian Navy by our own Navy and the Department of State, particularly in 

relation to the aid extended to the navies of neighboring countries, the naval 

equilibrium in the area had been upset. In fact, the situation was continually 

becoming worse due to the unequal treatment received by Peru. National pride, 

and the Navy's pride, had been wounded by the favoritism shown to Chile, ae , 
Eouador and Colombia. Bven the continental defense program was working against wa 
the interests of the Peruvian Navy. Since the Peruvian Navy had much of its ' 


Adziral Llosa then went on to say that one important fector remined to be | 
— 


—_—— 
strength in submarines, it resented the fect that we were training navies of ' 
neighboring countries in anti-submarine warfare. Peru had, in fact, bought the 
submarines on U.S. advice. Peru now considers itself renaced by an “adventure*— 
not a war but «a surprise raid--on the part of the much more powerful Ecuadoran 
Navy. For this reason, the purchase of the cruiser was desired by the entire 
nation. — 

a 
Admiral Llosa continued that Peru had not necessarily asked to be con- or: 


sidered among those countries unable to pay rehabilitation costs of the vessels 
offered under the U.S. ship loan act. Peru had first offered to pay these 
costs in installments over a period of five years. When it appeared that it 
might be difficult for us to arranme five-year credit, the Bybassy had sent « 
formal note asking for the two destroyers and offering to pay the rehabilitation 
costs within three years.) Since then, Peru had beer happy to learn that the 
U.S. would be able to rehabilitate at least one cestroyer under grant military 
f aid, but the Admiral wished to remind us that even in the ship loan program Peru 4 
was the subject of discrimination. Peru had originally asked for three de- or 
stroyers but had been limited to two. Chile had first asked for two submarines ‘om 
and then for two destroyers and had received approval for all four vessels. e 


“DECLASSIFIED FOR PUBLICATION IN 


Chile's acquisition of the submarines in particular was very dangerous as far as 
Peru was concerned. 


Admiral Llosa said he wished to make the further point that Peru's economic 
progress would depend largely on the establishment and maintenance of a climate 
of political stability and that the restoration of the strength of the Peruvian 
“avy would make a vory significant contribution in this direction. Thus the 
purchase of the cruiser should be considered as economically justified. 


by the U.S. with regard to the cruiser purchase not be one that could be 
interpreted i, Peru as a “reprisal” against the Peruvian Jovernnert. 


’ 
’ 
, 
Mr. Grau said it was very important that any attitude Wiich might be taken Z : 
' 
r. ‘ubottom assured lr. Grau that the question of reprisals woula never be 
considered. 
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A controversy arose in Peru ove 
of Peru 








ossession ty the Texas Petroieun Company ir 


Peru of serial ohotorracths/r ceived from the “nited States Jovernment without 


clearence from the ruvien overnment. The oroclem was taken 
rarbe” of Deputies and ouriicised ir the -eruvia@ press. Tre 
moe reoresentations to tre rica =. ssy in Lima ano fined 


mmation on these deveioorents is ir Leparternt of State file 
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eruvian movernment 











723.5621/12-459 


Telegram from the Ambassador in Peru (Achilles) to the Department 


ene, 


J of State 


Confidential Priority Lima, December 4, 1959--1 p.m, 
474, 


% 

< 
xD 
~ oO 
5 me 
- 
<- EMBTELS 485 and 487. fb . 
— 
s* In hour with President last night I told him US like other il 
—— governments much interested in his arms limitation proposal and \2 , 
Sy had high hopes it couid lead to concrete results,, We therefore 
o= had difficulty in believing Berckemeyer's report Peru had oe 
— < second cruiser, One reason was categorical assurances we had | 
= received from GOP it would not be bought and we had not thought —— 
o.° of doubting Peru's word., Other was extremely adverse effect it 7 
33 would have on his arms limitation proposal and his international ro 
Se reputation which proposal had greatly enhanced. 


He stated Peru had been negotiating off and on since January 1956 

for two British cruisers to replace two old ones recently scrapped, 
that purchase of both had been consummated in October subject to 
inspection of second one when it returned to UK in December, that 
Peru had recently proposed cancellation of second purchase but had 
reaffirmed it when told by British that Ecuador wished to buy it 

and would if Peru did not, (last point probably reported by 
Peruvian Embassy London but I doubt its truth). a 


—_—Ses-—- — ee” 


He continued that effect of second purchase on his arms Limitation 
proposal would indeed be bad. (He did show strong personal int 
est in possibilities of limitation). However, he was sure we 
well knew necessity to any IA government of military support. 
had obtained 
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\/ This telegram was repeated for information to Santiago, Quito, 
Rio de Janeiro, Buenos Aires, Bogota, and Panama City for the Commander 
in Chief, Caribbean. 

\/ Neither printeds in telegram 485 from Lima, December 2, 
Ambassador Achilles reported his complaint to Prime Minister Beltrén, 
Decemb<sr 1-2, regarding Peruvian purchase of the second British cruiser, 


(723.5621/12-259) In telegram 487 from Lima, December 3, Aabeoseder 


1M, 


Achilles reported a similar comp lant that he made to Foreign Minister 
Porras, December 2, 


\Y In despatch 315 from Lima, December 1, the Embassy reported 


THE UNITED STATES” 


that in a telegram of November 27 to President Alessandjix of Chile, “& 
. President Prado ef-Pers proposed inviting other Latin American countries 

to a conference on arms limitation and the release of defense funds 

for economic development. (723,00(W)/12-159) 


In telegram 373 to Lima, November 25, the Department of 


“DECLASSIFIED FOR PUBLICATION IN 


FOREIGN RELATIONS OF 


State informed the Embassy in Peru that on November 24 Ambassador 
Berckemeyer had given the Department "Categorical assurance from 


| Beltran and Navy Minister Tirado that there would be no purchase 


second cruiser." (723.5621/11-2359) 
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-2- 49%, December @;-t press" Trar tine 


had obtained their agreement to his proposal only with difficulty, 
Peru was more fortunate than most in having sound and responsible 
military leaders but he could not push them too far. EL COMERCIO 
was having considerable effect with its allegations that he was 
undermining country's safety with his proposal. Full facts 
surrounding cruiser deal, including possibility of Ecuadoran 
purchase, were well known to considerable number in military 
circles, Foreign Office and Parliament. If he cancelled it now 
his position would be untenable. 


I recognized his problem with military but said he was still 

in dilemma, other horn of which was effect on his internatioral 
reputation and loss of popularity among thinking people in Peru 
and elsewhere who realized futility of armament race. Could he 
not escape dilemma if he cancelled second purchase provided 
British undertook 90% sell it to Ecuador or Chile? He doubted it, 
stressing Chilean naval strength and effect in Peru when two 
Chilean cruisers, newly rehabilitated in US, steamed down coast. 
US was primarily to blame for whole arms race in not, with other 
guarantors, forcing Ecuador to comply with Rio protocol. 


After discussing Ecuador at length (next telegram), I urged him 
in leaving to give further thought to escaping from his dilemm. 


While there is bare chance that, if British-Ecuadoran dealings 
were found non-existent and British would agree not sell cruiser 
to Ecuador or Chile, he might still cancel second purchase, I 
believe his preoccupation with military and nationalistic public 
opinion is too great to offer any real hope and that we must now 
re-evaluate situation accordingly. I continue to hope that 
eventual good can be obtained from arms Limitation initiative and 


that US sanctions will be Limited to armaments rather than extended 


to economic development field. 


ACHILLES 
OS eta 


ety 


1 — me i as 


ia 


‘ LF i a 4! f . 





——— F * 





| 





\'” Telegram 495 from Lima, December 4; 362/12-459, 
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Telegram from the Secretary of State to the Embassy in Peru, 





723.5621/12-559 


Confidential NIACT Washington, December 8, 1959--7:17 
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/ Drafted by Poole and Coerr and signed by hamper 
\/ Neither printed. In telegram 501 from Lima, December 8, 
the Embassy reported that Peruvian Naval Minister Tirado told Deputy 
Chief of Mission Neal on December 4 that if reports from Washington 
of U.S, reprisals against Peru for purchase of second cruiser were 
confirmed, he would demand that the U.S, naval mission in Peru be 
closed down, (723.5621/12-559) In telegram 510 from Lima, December 
7, the Embassy in Peru asked what representations the United States 
had made against the purchase of ships by other Latin American countries. 


(723.5621/12-759) 


, The referenced message was not further identified. 
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In telegram 522 from Lima, December 9. Ambassador Achilles 
reported that he told Peewwdes— Hews ‘{/) r Tirado on the same day 

that no decision had been reached on the Peruvian ship loan progran, 
that it was being reexamined in the Ifeht of Peruvian cruiser purchases, , 


but that "any hasty action or threats such as he made to Deputy Chief 


of Mission Neal would certainly not help.” (723.5621/12-959) 
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Rubottom Files, Lot 61 D 279, “Peru 1959” 

Memorandum from the Assistant Secretary of State for Inter-American 
Affairs (Rubottom) to the Deputy Coordiantor for Mutual Security f 
(Be11)) 


Confidential | Washington, | December 16, 1959. 
SUBJECT: Ship Loen Progrem for Peru 


Gescribed in Appendix A, and word of « second cruiser purchase by Peru — 
a Graft proposed under Circular 175,/in implesentation of the Ship 
- Loan Program as a vbole, has been sent to Defense Department that for 
| Peru includes two MSF (converted minesweepers) tut omits the originally 
programed destroyer. (See Appendix, para 4, re MSFs) The omission of 


made pending further consideration of the matter. 


> “na? : 


Wa I understand that — following the recent interagency correspondence pa 
/ 


é Tou are, of course, avere of our recent unsuccessful efforts to ~ 

$ induce Peru to forego the purchase of the British cruisers, which vo con- qr 

or ee wmnecessary, economically wasteful end likely to contribute i ts 
a Letin American arms race, 


I have very carefully considered — in tho light of Peru's purchase 

of the two cruisers and the cynical attitude of certain foruvim officiais 

in going back on Peru's assurances to us that they would sot purchase the 
second cruiser — whether it vould serve our interests in Peru and the _ 
as a vhole nov to deny Peru the loan and rehabilitation of the - 
Act dastreyer earmarked for Peru in the grant military assistance oad 
hav. «© cluded, for the ressone specified below, that ve can to. 
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Neither Peru nor other Letin American countries have assumed bileteral 
or miltileteral commitments which impose limits on the sise or character 
of militery forces they may maintain for hemispheric or netional defense. 
In the absence of any such agreement, Peru obviously has the sovoreign 

unileterally ite military requirements, 


We have not withheld, nor made know any intention to withhold, U.5. - 
naval vessels from other Latin American countries which have acquired or f 
are in process of acquiring naval vessels considered by us to be militarily Ke 


it~ 
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end economically unjustifieble. After l.S. representations to the 
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this fiscal year. low Argentina is reportedly planning to purchase three 
British destroyers as replecemerts for old vessels. We imposed no pemalty 
when Chile purchased two British destroyers (to be delivered 
Swedish destroyers or Ecuador two Brit 
and we have eaymarked one ship loan vessel, or its valent in the case 
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S In the light of the instances described above, Peru would be certein 

— te regard the withdravel or deferral of « programmed naval vesse) as 

<3 discriminatory and retaliatory. = 
4 Our unsuccessful efforts at dis the Peruvians from ad 
i the British cruisers have already aroused in certain Peruvian Government _ 
=. end military circles « resentment over alleged U.S. interference in a a 


sovereign Peruvian desision, Although rational elements (including Prine 
Minister Beltran) agree with our positian, the cruiser acquisition has 
been nationalistically applauded in the Peruvien Congress and press, Our 
hopes that the purc’.ase of the second cruiser could be forestalled by - 
advance assurance «5 the destroyer loan have likewise proved fruitless. 

phy © 1» henna and UK sources that both cruisers were purchased 

in one deal. 


To withdraw the destroyer vould jeopardize our over-all foreign 
policy objectiver by increasing existing resentment within the Peruvien 
Government and wilitery, as well as in the Congress, press, public, etc. 
We already have reports thht the Peruvian Navy might terminate our Navel 
Mission, withdrew Peruvian naval personne] in the U.S. and remove pro- 
American naval officers from positions of influence in the Peruvian Navy. 
(Our Navy Department is most anxious to avoid these possibilities and 
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and whose eppesition te excessive military expenditures are vel] now 4 
might find his position untenable in the face of aroused nationalistic, 
enti-American feelings. 


believe that the dowfall of Beltran would be a severe blow to Peruvian 
prospects of maintaining ecomomic and political stability, 


if weep oty hy Ty dhe nance atery sedate ees ; Rees card won 
~ purchases, as Peruvian ease, are severely limited by present con- 
4 éitions end that ve must try te develop an effective general Inter-American 


’ 
J 


I recommend that U/MSC take necessary ection a3 soon as possible to: 


(1) Advise the Bureau (See Appendix, para. 1), either 
directly or through the ense Department, that it will be necessary 


OF THE UNITED STATES” 
6 ee 


(2) Include one destroyer for Peru (in addition to the two 
MS¥s) in the Circular 175 momorandus which has been transmitted to 
the Defense Department. (ln order that the final U.S. decision 


te Peru and all other participa countries, it is essential that 
. Gireuler 175 approval for the Latin American Ship Loan 
be obtained in one single nemorandus. ) 
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attachment: 
Appendix a 
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There is no indication on the source text of Bell's action 


on the recommendation, In airgram A-135 to Lima, January 15, the 


Department of State asked “he Embassy to offer Peru one destroyer and 











two converted minesweepers on a five-year renewable loan, (723,5621/l- 


1560) For further information, see the editorial note, p. 
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823.10/12-2959 


Memorandum of Conversation, by the Ambassador in Peru (Achilles) / 


Limited Official Use Lima, December 26, 1959. 


/_eaeeaee avy = Fy 7 


SUBJECT: Budget, Financial and Social Matters 


PARTICIPANTS: Sr. Pedro Beltran, Prime Minister & Minister of Finance 
T. C. Achilles 


=- he 








— 


— 


Beltrén has for some time been working day and night with 
Congressional committees and party groups on the budget but came 
up for air for a family Christmas dinner and long talk afterwards. 


He is distinctly encouraged by the extent to which he has met 
with cooperation rather than partisan politics. While the Christian 
Democrats will continue publicly to express opposition they are in 
fact working closely with him and being of considerable help with 
other groups. He expects to obtain approval of his financial mea- 
sures without major changes or too much opposition. 


Barring unexpected logrolling, he expects the budget to be 
passed with a paper deficit of only S100 million. Since revenue 
is calculated strictly on actual 1959 returns and conditions are 
improving he confidentially anticipates ending 1960 with a slight 
surplus. (However, the budget apparently does not provide for in- 
evitable wage increases during 1960 and substantially increased 
revenues will be necessary to cover these. They have been costing 
the Government roughly S500 million annually in recent years. ) 


I asked whether attrition had yet had much effect on the public 
payroll. He said it had not, although the prohibition on all new 
hiring was being strictly enforced, and that the rate of reduction 
was only about 5 percent per year. Retirement benefits for anyone 
who had worked for the Government for seven years were s0 great as 
to make firing unprofitable but he was contemplating a considerable 
number of firings of persons employed less than sever. years. He was 
also continuing his hunt for Communists, had unearthed a considerable 
number particularly in the Bureau of Internal Revenue, and would get 
rid of them regardless of length of service. 


He was Gelighted with the unfreezing of the submarine sinking 
fund,,which would help materially in meeting his still difficult 
problem of meeting current expenses. After January 1 IPC would re- 
sume its current tax payments and the Southern Peru Copper Corpor- 
ation begin its export payments. The new tax bonds would be floated 
beginning in late January and he thought would bring in some 9500 
million. This would be necessary not for the budget but to meet 
expenses during the lean first five months of the year. 
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| The inflow of dollars was continuing, although the Central 
-, \Bank had recently sold half a million. I told him we continued to 
~, Spare Malcolm Bryan's,worry that holding too rigid a rate would 
¥ Cause difficulty latér and he reiterated his intention shortly to 
let the sol rise gradually to 27.50. 


I asked whether he did not believe the improvement in the 
situation warranted a moderate increase in credit. He thought that 
a reduction of perhaps 5 percent in reserve requirements and equi- 
valent rediscounting might shortly be warranted. 


Sxt> 

' 

i 
I hoped that as soon as the budget was passed he would find time — 

for other matters, reminding him of our haunting preoccupation with -_ 

the prospect of social revolution unless steps were taken reasonably Jef 

quickly to bring about a rising standard of living for the lowest = 

classes. He replied that a balanced budget was the fundamental re- 

quisite and that thereafter prosperity would follow naturally. I 

agreed but held that prosperity for the wealthy and the business com- 

munity would not be enough unless unprecedented steps were taken to 

enable the Indians and Cholos to participate in it to some degree. 


hoped that our early participation in the Savings & Loan Association, 
either through P. L. 480 or DLF funds, would begin to get housing off 
the ground., The Government had no funds yet for land reform and 
grandiose projects such as Tinajones must be avoided but the problem 
was clearly urgent. I suggested that the most important single step 
toward land reform might be simplification and decentralization of 

the process of acquiring title to land and that this should cost the 
Government little if anything. He said the housing legislation already 


—— 
He agreed. Housing and land reform were the two keys. He ~~ 
—_—_— 
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covered this for urban areas and the land reform legisiation next year . * : 
would cover it for rural areas. fice 
The above is a condensed summary of a leisurely two-hour talk. r 


During it Beltrdén referred at least 20 times to the fundamental 
necessity of balancing the budget. Each time I agreed fully but re- 
verted to the importance of the social problem as well. Each time he 
agreed but reverted to the budget. 
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823 .49/1-1960 
Memorandum of Conversation, by the Ambassador in Peru (Achilles) \Y4 


Confidential Lima, January 21, 1960. 


SUBJECT: Farewell Call on President. DATE: Jenuary 21, 1960 


PARTICIPANTS: President Manuel Prado aaa 

Theodore C. Achilles — 
During my farewell call on the President,,I expressed the 2 

pleasure I had had in serving in Peru and my optimism as to its 
future. I had had the satisfaction of seeing democracy fully re- ' 
stored under his leadership and had every confidence that he and 
Beltran would succeed in restoring the economy to a sound basis. — 
I had only one preoccupation for the future, that unless the Govern- i 
ment and the wealthy classes would quickly take much more action ; 
than had ever been taken in the past to reduce the excessive dif- — 
ference between great wealth and great poverty there would be a 
social revolution. 


The President said that this was the basis of his policy. 
(I have seen no signs of it.) He was satisfied Lhat democracy was 


now on a firm basis in Peru. The armed forces were completely aon 
loyal and democratically inclined and would protect the constitutional —" 


government from any attempts to establish other forms. I agreed 
and congratulated him. He was confident that the economic battle — 
would be won. Congress was proving very difficult but this was 

part of the democratic process. I agreed and said that neither 

he nor the country could afford to lose this battle With respect 

to the social problem he maintained, as does Beltran, that a 

Sound economy must be established first and that thereafter 


housing and land reform were the two most important steps. l1 — 
agreed but maintained that the problem had great urgency. Every <a 
time I traveled in Southern Peru I became more convinced of the aed 
acute danger unless action were taken quickly. I very much — 
hoped that a great deal of such action would be taken during the ; 


remainder of his time in office. 


He said tnat Communism was another provolem. I said it was * 
one aspect of the social problem and couid be combated success- 
fully only as the basic economic and social problems were soived. 
I remarked that it was highly unfortunate that the ieading crypto- 
Communist of Arequipa should be appointed President of the Keiief 
and Rehabilitation Junta.. President Prado denied at length tna 
Humberto NUNEZ Borja was a Communist, but 1 expressed the con- 
viction that he was working clandestinely and effectively a,alinst ‘ 
the President and the Government of Peru. 


On leaving, the President thanked me for my efforts toward - 
improving Peruvilan-United Jctates relations. ss 
a Oe oS td.4- 





/ This memorandum of conversation was sent to the Department 
of State under cover of despatch 435 from Lima, January 21, 


/ Ambassador Achilles left Peru and Jack D, Neal assumed charge 


of the Embassy on January 27, 


/ President Prado appointed Humberto Nunez Borja to head relief 


efforts after an earthquake struck southern Peru, particularly the 


Department of Arequipa, on January 13, Documentation on disaster 


relief in is file 823.49, 


e->- - - 
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611,23/1-2360 
Memorandum of Conversation, by the Director of the Office of West 


Coast Affairs (Coerr) 


Confidential Washington, January 23, 1960. 
SUBJECT: Peruvian-U.S. Relations: U.S, Commercial Policy; 
U.S. Role in Peru-Ecuador Boundary Dispute; President ¥ 
Eisenhower's Visit to Latin America, 
PARTICIPANTS: Ambessador Guillermo HOYOS Osores, ; 
Adviser, Peruvian Ministry of Foreign Relations,* 
Azbassador Juan Bautista DE re i 
LY Peruvian Ambassedor to the OAS and Delegate to the UN, e> 
Miguel GRAU, Chargé d'aff fan Bnbassy. s. 
Rear Admiral Luis hy” Havel asters, Peruvian Embassy. L 
Roews x Mr. Rubottom, ARA | ; 






Mr. Coerr, AKA/WST 


; { : 


Copies te: 8/35 (9) wary - Mr. Poole (4) (2ee) —# - Mr, Menn - 
c * Mr, Reinhardt = Mr. Boonstre, Mr. Briggs 1RC (8) _ 
ARA - Mr, omni - Mrrvemiscon, Mr. Reed Anombassy, Lims— ~~ 


WST - Me. Coerr 








: my | A 
(* Ambassador Hoyos Osores is carried as third man on the Peruvian Foreign 
Office list, immediately after the Secretary General,,although the leruvian 
Esbassy hes explained that he is, in effect, second {im command to Foreign Minister 
Porras, The Embassy also explains ‘ ‘is traveling as “Ambsssador-at-Large".) 


FOREIGN RELATIONS OF THE UNITED STATES” 


Ambassador Hoyos Osores - I am not here to recite affronts ("agravios") but 
to explain certain realities of inter-American relationships, The responsible 
element in Peru believes the destinies of Peru and of the United States are 
conjoint. This element desires friendly Peruvian-).S, relations nt only in 
general terms but also as an essential to its ow security within Peru, But, in 
Latin America there is widespread resentment and suspicion of the U.5., whether 


or not justified, that stems from many and complex causes of which the follewing 
are the most importent in Peru: 


(1) Im recent years U.S, commercial policy has dealt Peru repeated blows, damag 
Peru's major oxports - lead and zinc, cotton and sugar - and aggravating Peru's 


economic problems s0 that Peruvians feel they can count on U.S. friendship only 
"relatively’. 


(2) As a guerantor cf the Rio Protocol, the U.S. has not collaborsted to produce 


‘ & guarantors’ statement that would diseuthorise the ebsurd pqsition Bouncer) has 
teken (in its boundary dispute with Perv). | 


. Sh 
“7 


=} 


(3) Im President Eisenhower's visit to Latin America the Prebident prapoS®3 to 
| a 
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came. -In so doing he will unintentionally reinforce the old idee of the _ 
importence of the “ABC bloc” in Latin America, and appear to slight Peru, The * 
President vas eble to visit Kebul;,it is hard to understand that he cannot find natal 
time to visit Lima, Peru's diseppointzent is the keener for Peru's record as — 
foremost among the United States' friends of World War ll. 


The Peruvian people's sense of injury in these matters poses the Peruvian 
Government with serious political problems which it hopes the United States 
Government will help dispel. 


— 
(At this point Ambassador Hoyos Osores launched into « lengthy polemic on as 
the Peru-Ecuador boundary dispute, terming it “the most serious of these matters" ~* 
and eccusing the United States of obstructing action which Peru justly desired -- a 
see separate memorandum of conversation.) , 
Mr, Rubottom - Thank you for having spoken of these mituel] problems with 
the same frankness that has always characterized ry talks with Peru's represen- 
tatives, Mr. Grau as Charcé d'affaires, Ambassador de Lavalle, Admiral Llosa 
and - lest December 15 - Ambassador Belaunde in New York, I shall ansver with — 
the same frankness, aan 
1, of course, regret deeply the existence among Peruvians of any feeling a 


of resentment against the United Stetes, It is understendable that Peruvians 

might interpret some U.S, actions, particularly in the field of trade, as directed 

ageinst Peru itexlf, but such an interpretation obviously is wrong end 1 hope the 

Feruvien Government would make the facts known, The extremes to which populer 
misconceptions can go are shown today in Ouba, which is becoming « problex for 

ell the American states, 1 remember the pitch thet populer opinion in Peru had o— 
reached - when Under Secretery Dillon and 1 passed through Lima in August of we. 
1957 = in reaction to « bill pending in the U.S, Congress covering lead and zinc ‘ 
imports, The Peruvian people hed not been told that this was merely « bill = 
proposed by certain individual Congressmen representing their own constituents, ay 
as a naticnal deputy from Arequipa might do in Lima, and timt the Congress as 

a whole had not spoken, 1 understand that the efforts of Peruvian leaders to 
improve Peru's standard of living through encowreging the investment of local 

and foreign capital may suffer in an atmosphere of ,»opular resentment against 
the United States, Peruvian ‘eaders might more effectively point out that the 
United States has long advocated a milti-lateral approach to the problem of 
excess lead and zinc production, as it has in the current coffee arrangemont; 
that the United States Executive and many groups in the United States work 
@nstantly on behalf of free trade; and that the lead-cinc market has strengthened 
considerably. You can be certain that my Government is very conscious of Peru's 
interests in the products you have mentioned, and aleo in fishmeal exports that 
are becoming so important in Peru's economy. 


President Eisenhower has been most disappointed at net being able to visit 
Peru, as he has told President “redo in « personal message, , Your Ambessador 





has presented your attitude on this matter most effectively, and I can only | . 
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For documentation on President Eisenhower's trip to South 
America, February 23-March 7, 1960, see pp. 
¥ Reference is to Argentina, Brazil, and Chile. 
\ President Eisenhower visited Kabul, December 9, during his 
eleven-nation world tour, December 3-22, 1959; for documentation 
on his visit to Afghanistan, see volume XI, 
, Not printed; 622.233/1-2360. 
Not printed; 362/12-1559., 
Messrs. Dillon and Rubottom passed through Lima en route 
to the OAS Economic Conference in Buenos Aires, August 15-September 
4, 1957; for documentation on the Conference, see Foreign Relations, 
1955-1957, vol, III, p. ff. 
The referenced message, dated January ll,was sent by telegram 


. 


485 to Lima, January 11, (711, 11-E1/1-1160) 
v4 
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|| @@phesise that President Eisenhower's decision was based on the ligitations of 
time evailable for his trip. 


(Mr. Rubottom then discussed the inter-American Conference and arus 


limitation, and replied to Ambassador Hoyos Osores on the border question — 
see separate memoranda of conveventiens.} 











\ Only the memorandum of conversation, cited in footnote De 
conecernine the Peru-Ecuador Boundary Dispute was found in Department 


of State files, 
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823.2553/2-1860 CFE - 3d 
Despatch from the Charge in Peru (Neal) to the Department of State 


Confident ial Lima, February 18, 1960. 
No. 491 


Ref: AmEmbassy Tel. No. 7% 








weect Conversation with President of Chamber of Deputies 7 


4-(\“rR, 
Re La Brea y Parifias Problem | STR = Ala CAR i Ber 
+? ” + vA Ve s aie 
oe / 
I told Sr. Javier ORTIZ de ZEVALLOS that I was worriediabout | . Sts 


the trend the La Brea y Parifias Award matter ‘had taken“und’ that {, 
my concern was shared by the Department of State in Washington. ' 


He shook his head and said, “This is a very complicated pro- 
blem.” I agreed with this and said I was disturbed about the : 
feeling in Congress curing the last days of the session and sensed (4 
‘ a feeling of exptppriation. | He said, "No, you don't have to 
worry about that. He stated Peru had never breken an inter- 
national obligation and was not going to do so in this instance. @Q@ 


UNITED | 
, 
7 °® 


| eee | 


THE 


I then asked him how the matter was to be resolved and didn't 
he think there could be a compromise solution such as “adapting” 
or bringing the International Petroleum Company's La Brea y 
Parifias concessions under the Petroleum Code.. 1 said I felt 
IPC would be willing to give up certain privileges in order 
to adapt its operations to the Code. 


OF 
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He said this solution would never be acceptable to the op- 
position. He stated Pedro BELTRAN had suggested this but it 
was not acceptable and such a move had no chance at all for 
approval. I asked why he was so certain of this. x 


DEC 


Sr. Ortiz de Zevallos said (IPC's) La Brea y Parifias con- 
cession terminated in 1972. On that date, “Talara (the Company's ° 
refinery and installations) wili belong to Peru.” The opposition - 
realizes this and if a bill is presented “adapting” IPC to the ¢ 
Petroleum Code it would call for an extension of iPc's conces- . 
sions for an additional 20 or 30 years. We said “IPC does not Y 
have a friend in Congress, not one, therefore they are not Going 
to be allowed to extend their concessions.” 











l/ At least two opposition deputies spoke in favor of exdropric vrs. 
ation during the recent debate. mn) 
‘ i 
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Telegram 736 from Lima, February 18, reported on the present 


conversation. (823.2553/2-1860) 


Y Reference is to a controversy over the status of the International 


7 


Petroleum Company's ownership of petroleur deposits in the La Brea y 
Parinas property on the northern coast of Peru. A 1922 arbitral award 
granted the rights to the soit and subsoil of the area to IPC's 
predecessor in perpetuity. In the summer of 1959 opponents of the 
Peruvian Government sought to have the award canceled in the Peruvian 
Congress. In despatch 546 from Lima, March 11, 1960, the Embassy 
submitted a background study of the controversy with pertinent docu- 
ments. (823.2553/3-1160) 

At least two opposition deputies spoken in favor of expro- 
priation during the recent debate, Footnote in the source text, 

In despatch 546 of March 11, the Embassy informed the Department 
that “since 1957, the company has sought, unsuccessfully, to bring its 
operations under the Petroleum Law of 1952 , which would permit it 
to renounce its title to the subsoil of the property and to carry on 
its exploration, development and production activities as a conces- 
sionnaire,” 

In despatch 621 from Lima, April 21, the Embassy reported that 
Jack Ashowrth, General Manager of the company, had made an offer in 


‘ at 


writing to Prime Minister Beltran for 502 Peruvian Government parti- 
; 


cipation in the company’s net earnings. (823.2553/4-2160) 


, 
“ w . ~~ 


, Aa 
betememee presumably fete «4 provision in the British-Peruvian 


a 
; 
. 


Agreement of Settlement of March 2, 1932, whebpedetiet—etee on Jan- 
” ~ 
mary i, 1972, at the end of a 50-year period, the property wase-to.<.<. 


subject to payments under Peruvian Laws then in effect or enacted 


thereafter. (Enclosure 8 to despetch 546 of March 11) 





~~ 
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I then asked him whether Peru intended to operate its own 
oil industry. I said if IPC realized it was not going to obtain 
an extension of its concession rights then I could imagine the Sor 
company would cease its investments, terminate its exploration = 
and development operations, and that by 1972 the industry would is 
be in such condition that it would be very difficult for the 
Government (if it failed to renew the concession before that date) 
to assume responsibility for operating the industry. I said if 
the Government did have to take over the industry one of the first 
necessary moves would be to increase the price of products - a step a 
which would be most unpopular with the people. . 


Sr. Ortiz de Zevallos said, "The company will have to keep 
the industry going during this time - why shouldn't it, it has 
made sco much money in the past and with its latest price increase, 
why shouldn't it? 


The President of the Chamber of Deputies spoke again and 
again about the unpopularity of IPC. He said the company had no 
friends anywhere in the country. He said not a Member of Congress 
or a Cabinet Minister could stand up and make a favorable remark 
in IPC's behalf. If anyone did so, he would be charged with taking . 
a pay-off from IPC. He said IPC has always had poor public re¥ations: 
"They don't know how to handle this situation." He said they expect 
that paying 40,000 soles for an advertisement in El Comercio, which 
is one of IPC's big critics, helps, but it does not. He criticized 
IPC officials, saying they are difficult to deal with. He said he 
sent one of his representatives to IPC only a few weeks ago but his __ 
man received a "brush-off." He stated IPC had sent him copies of - 
its position on-La Brea y Parifias for distribution to each member ey 
of the Chamber of Deputies. He said, "I returned all of them to 
the company and then telephoned to see whether they had been re- 
ceived. This was not the way to handle the matver." ws 


4 
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He said if I would think about it a minute I would realize 
that IPC is unique in the hate it has generated in Peru. He said 
companies producing lead and zinc, cotton, sugar, fish, and copper 
are popular with the people, and these companies can be defended, 
but not IPC and petroleum. 


ICATION IN 


N RELATIONS OF THE UNITED STATES" 


4 eo 


According to Ortiz de Zevallos, IPC has always been unpopular 26 
because it inherited a "dirty business." He said the original Award i 
was brought about by graft to certain persons in France and to the 
Peruvians who put over the deal. He said he and his father (former 
Ambassador). were talking only this morning about the Award and that 

his father was in Paris when the Award was made and remembered the e 
talk of the "pay-offs" at that time. He said his father warned him . “ay 
about the matter and had convinced him that it was an illegal thing ~~ 
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\/ Reference is to Emilio Ortiz de Zevallos who was Second 
Secretary of the Peruvian Embassy in France at the time of the La 


Brea y Parinas Award in 1922, 


0. 
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I told him I knew the stockholders of IPC would like to know 
just what could be done to place this in the proper light. He said 
he didn't know but that "building a few houses in Talara" (the IPC 
housing project in Talara was one of the first in Peru and was quite 
well done) and putting advertisements in El Comercio was not going 
to win friends. (Comment: Ortiz de Zevallos is quite right about 
Talara housing, it was never received as it should have been.) 


I kept pressing the President for his idea of a solution. 
He said, “Pedro Beltrdn is a good friend of the United States. 
I am certain he will have some formula." At the same time, he 
stated that when the President returns from Paris he is going to 7 
concentrate on La Brea y Parifias matter. » 
Several times, he told me “the opposition" was going to delay 
the problem as long as possible. because it will make a great "banders" 
(issue) in the 1962 election. He said with all the opposition to 
IPC this is something which will appeal to the people. 


I told the President that 1972 was going to roll around quicker 
than he thought and that no large concern was going to wait until 
the last minute to attempt to negotiate a contract on an oil con- 
cession or monopoly with a nation. I said I felt certain it would 
be necessary to start negotiation on a settlement before 1972 and 
this would not only be in the interest of the company, but also 
beneficial to the people of Peru. He admitted this. 


I stated that if IPC is as unpopular as he feels it is (I 

personally believe he has the correct feel on this because it has 

| becdme @ real popular subject with no IPC backers), I was certain 

~tne shareholders would want to do something to correct the situation, 
therefore what was the answer? He said that expropriation was not 
the solution because Peru knew better than to try to buck the big 
international oil concerns. He realized that Peru would need foreign 
markets and that it could not compete with the big companies if Peru 
tried to take over alone. He said he saw a partnership deal as now 
exists in other countries. 


I stated that as he already knew IPC was owned almost wholly 
by ESSO and that ESSO is acquiring sole ownership; and that maybe 
the solution would be to take the name of IPC entirely out of the 
picture and make it ESSO of Peru. He said, “something like that." 


I told the President that our concern over La Brea y Parifias 
did not center altogether around IPC, but that we were worried about 
the adverse effects an unfavorable decision would have on the climate 
for foreign investment in Peru. Any discriminatory action here would 
make us start worrying about other United States investments such as 
Toquepala, Cerro de Pasco, Marcona, etc., etc. 


| CONFIDENTIAL 





\// President Prado returned to Peiu on March 11 after a 28-day 
official visit to France, the United Kingdom, Italy, Switzerland, 
the Federal Republic of Germany, and the Netherlands. In despatch 
575 from Lima, March 29, the Embassy reported on a March 22 radio 
and television address by President Prado on his trip. (823,00/ 
3-3960) 
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Sr. Ortiz de Zevallos said I need not worry because IPC was 
@ case within itself - "an isolated case." He stated several 
times that this matter had nothing to do with anti-American 
sentiment. He said, "If you will think back on all the discus-~ 
sions and debates in Congress you will note that not once was 
the name of the United States mentioned - no U.S. imperialist 
talk - no anti-American sentiments." He said he was afraid the 
Eisenhower visit to Chile was going.to be mentioned and touch 
off remarks of ill feeling but this did not happen. 


rx. 
Jack D. Neal _—— 


Chargé @'affatres ad interim - 
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823.2553/3-1760 


Telegram from the Charge in Peru (Neal) to the Department of State 


Confidential Lima, March 17, 1960--5 p.m, 

,In conversation at airport with Prime Minister Beltran this ¢ ae 
2.m. re ta Brea y Parinas found he una-cre Departwent had oa 
called im Berckemeyer.,> I stated we con-erned about = 


recommerndatior cf£ Consultative Committee.s He said our concern : 
justified because it did not look good but this is IPC’s 

problem ard they will have to setrle it. I told him they 

would need his help. 


i 
Be'rrar then went into a tirade sayire he was not goirg to 
help them at 411i. Said he had his tesecr with iPC and from a. 
here or o.t “they can go to h-- " #s far as he is con -rned, o 
Stated IPC failed to come to hiS issicr+ ce wher he neered : 
only the slightest help on his tend issue, they reluctantly e 
agreed «> take 25 million irsread cf 50. Fe said IPC kao ; 
been playing 4 one-way ¢*reet sc he is “hrough. BA 
NS 
e 


1 told him an 2dverse La Brea dectsicn would affect Pe- i's 

invesemers climate and jecpardive his own econ-ri« program. 

He said he could rot heip that tt he we not going tc assist 
IPC, thev got. chemeelves irto this sir.» fon, so they an get 
out of i: shercel ves, 
Told him [OC ce clad nee wir it alere o without bin b. 
said again he Fad his lesser. ©: cerere 4h ce@rers 


|] ached tir whar aceteran-e en' 4 be exp cred fron 
Presiden’. he satd te did rot t-re, 














\/ In telegram 631 to Lima, March 9, the Department of State 
reported that it had expressed to Ambassador Berckemeyer its "deep 
concern, . . over demands for annulment La Brea y Parifnas award, 


stating such action would doubtless have very adverse effect climate fe 


tach. or F . estli ° 


U.S, investment in Peru, Explained our position, to unilateral annul- 
ment international award and agreement and in no sense implied un- 
willingness to see change brought about by negotiation as we understood 
from conversations here and in Lima that company more than anxious 
negotiate conversion to concession operating under Petroleum Code." 


(823.2553/3-960) 


A / In despatch 460 from Lima, February 2, the Embassy reported 
) ’ 
that on January 21, the Peruvian Chamber of Deputies approved a 


+ 
Governmen=sponsored resolution requesting the Consultative Commission 





of the Ministry of Foreign Affairs, an advisory body consisting of 


2 prominent Peruvians, to render its opinion on the validity of the 
=< La Brea y Parifias arbitral award of 1922. (723,12/2-2160) In despatch 
=e 27 from Lima, July 8, the Embassy stated that the Commission's report, 
Ze released on July 8, recommended that the Executive Branch submit a bill /, 
- to the Congress to establish new arrangements for the devebpment of 
== petroleum in the La Brea y Parinas area, The Commission rejected 
ge nationalization as a solution to the problem on the groyd that it 
Se was unnecessary and would impose an immense financial burden on the 


state, (823.2553/7-1860) 
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Memorandum of Conversation, by the Officer in Charge of Peruvian 





Affairs (Poole) 
Secret Limited Distribution Washington, May 3, 1960. 


v 


SUBJECT: Cerro de Pasco Corporation vs, 
Améfican Smelting & Refining Company. 


7 — 
PARTICIPANYS: Fernando Berckemeyer, Ambassador of Peru _- — 
3° | Mr. Rubottom, ARA mM r~ 
Mr. Coerr, WST Se 
Mr. Poole, WST/P 


Sis PAVED y 


PeWMey 80 SAW 


~ 

‘ 
~~. 
o 
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Ambassador Borckemeyer stated that President Prado and Prime Minister Beltran 
were very concerned about the possible consequences of the suit brought by Cerro 
de Pasco Corporation ageinst American Smelting & Refining Company (AS&R), and that 
Beltran had asked him to call on Mr, Rubottom to express this concern, es vell as 
the hope that this matter might be settled quietly. The Ambassador said that the — 
suit concerned something that had happened some years ago and that publicity could em, 
result in the most terrible scandal, in addition to the fact that it would have = 
grave consequences for both companies as vell as American business in general, —— 
both in Peru and elsewhere in Latin America, Opposition elements would doubtless 
play on the theme that if these two American companies are capable of doing this .. : 
to each other, what might they do to the Peruvians? Matters are made worse by 
the coincidence in timing with the present difficulties the International Petroleum 
Company is having over the La Brea y Parifias Award, The Ambassador said that the 
danger of a publicity break was increasingly great. He referred to the recent 
articles in the American Meta] Market and said that a good reporter could easily 
dig out the facts. Also, stockholders might demand information. 


The Ambassador stated that he had talked both with the lawyer of AS#R and 
with Mr. Koenig, President of Cerro de Pasco, and that he had the impression that 
both companies were willing to negotiate, but that talks were stymied over ASiR's 
demand that Cerro drop the suit and Cerro's refusal to do so. He himself did not 
think dropping the suit vas so vital since Cerro could simply continue to hold it 
in abeyance. He thought, perhaps that "outside" directors from each company 
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| (ae. directors who are not company executives) might undertake the negotiation | 


VZ. 


or preside over it. 


Reverting to President Prado's and Prime Minister Beltran's concern, Ambes- 
sador Berckemeyer said he knew the Department had been talking to both parties, 
but asked whether the Department could again call them in to impress on them 
even more urgently the need for a settlement without publicity. 


Mr. Rubottom replied that the Department was also very concerned about the 
potential consequences of this case and that it had by no means been idle in the 
matter. He mentioned that Mr. Dillon, Mr, Achilles, Mr. Heger, himself and 
certain others in the Department and Mr. Waugh had spoken to both parties on 
several occasions in order to point out the dangers and urge the avoidance of 
publicity., He added that Ambassador Chapin was fully conversant with the matter. 
He said, however, that the Department had to be careful not to give the appear- 
ance of taking sides or prejudging the case, In the last talks he had had last 
week, he stated, he had been told that the parties were at least talking, which 
he thought represented some progress. Mr. Rubottom then asked whether the Ambas- 
sador had any confirmation that Henry Holland had been engeged as attorney for 
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Cerro de Pasco. 


Ambassador Berckemeyer (who had earlier reported to the Department that he 
had heard this was the case) said he could confirm the report. He said his 
original report came from a director of the company and that he had confirmation 
from an executive of the company. 


Mr. Rubottom felt that Mr. Holland would be especially aware of the potential 


serious consequences of this case. He mentioned Mr. Holland's present interests 
in promoting American investment in Latin America, 


Ambassador Berckemeyer agreed, 


Mr. Rubottom said he would explore the possibility of a renewed approach 
the subject. 





i 
7 


POOTMERE: Ambassador Berckemeyer had mentioned to a Department officer in a 
previous conversation that he had some shares in Cerro, On that occasion he 
said that, while he had not heard from his Government about the on acert | 
Koenig, President of Cerro, had given him «a full rundow, | *. 
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723.13/6-960 


Memorandum of Conversation, by the Assistant Secretary of State for 


Inter-American Affairs (Rubottom) 


Washington, June 9, 1960, 


Confidential 
sunirey Call of Prime Minister Beltran of Peru on the Presidert 
i 
PARTICIPANTS The President \ E 7a~s 
Prime Minister Pedro Beltran, “ee 
Counselor Theodore Achilles 
Assistant Secretary Rubotton = 
cbries toh — 4 
3/3 - sh Cin thy | 
6 r = 
sf ipa besag LDA. Lf 9 seheenmicr - is a tes 
a The White House <- Grn. tooteat . > 
, 45 
After an exchange of greetings,the President, saying that he 
had been disappointed vith the turn of events in Paris, expressed 
hope that events since then, like the announcement of the Khrus).chev 
visit to Cuba, would bring the American Republics cleser together ne 
Cc moe 
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than evere-< 


if so, this would be a constructive result. 


Prime Minister Beltran said that he wanted to bri reetinzs 








how much the latter had regret 


frow President Prado and te sa 
that President Eisenhower had unable to visit Peru. He 


from this point to comment on the deteriorating 


turned quickl 
latin America, stressing the aggressiveness of the 


situation in 
communists whe were falling in line behind the Castro aystique. 


The latter's slogans calling 
intervention in their internal affairs" attracted wide public 


support. 
foothold in Bolivia, now they were well established in Cuba. 7 


The President raised two questions: 1, 
tolerate a Moscov<iominated government in the regton? ani 2. 
does Latin America expect the United States to do? Are we supposed .°/ 


"to sit and do nothing?". 
@ trade agreement; nowKhrushchev,is reported to be going. . 
é' a 


pores fs e+ , & {> 


for “economic freedoa" and “none 
Whereas the communists might have once hoped to get a 


Would Latin America 
What 


Mikoyan,went to Cube and signed 


The Prine Mifleter — 
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\Y The source text bears the notation: “Approved by the White 
House 6/27/60," 

4 Documentation on the meeting of the Heads of Government 
(Summit Conference) of the United States, the United Kingdom, France, 
and the Soviet Union at Paris in May 1960 is presexced in volume VIII. 

’ Prime Minister Beltran departed from Lima on June 7 to visit 
the United States for the ostensible purpose of receiving an honorary 
degree from Yale University, June 13, While in the United States 
he met with President Eisenhower, Vice President Nixon, Secretary 
Herter, and numerous other U.S. officials, bankers, and businessman. 
He returned to Lima on July 6 after a two-day visit to Colombia a 
his retarncenle~ 

| Anastas Ivanovich Mikoyan, First Deputy Chairman, Soviet 
Council of Ministers, and Cuban Premier Castro signed an agreement 
in Habana on February 13 for Soviet purchase of Cuban sugar and 
extension of $100 million credit to Cuba. For documentation, see 
volume V. 

Nikita Sergeyevich Khrushchev, First Secretary of the Central 


Committee, Communist Party of the Soviet Union; and Chairman of the 


Soviet Council of Ministers. 
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Cami “wrTal . 
ove 
The Prime Minister said that William Randolph Hearst, Jr, >‘ 

_-y md Bob Considine-had asked his similer questions a few weeks ago (WW. 

and he had honestly replied “I don't know". Now he is deeply . 
concerned because the communists are acting Ra rr agtey everye pees 
where,as in Peru where he recently had to d with the crisis — 
provoked @ mass demonstration in favor of a few students vho s, 

were ais y placed with confirmed criminals in the prison.-—~ La 


The demonstration was -ctually intended to wring down the ’ 
government and the responsible cabinet minister did resign. In 

Ecuador an unpredictable man has vjust been elected President 

(Velasco ibarra). The Prime Minister said that the communists — 
complained about Berlin, but Cuba is much worse from the stani- £ 
point of the free world. ‘ 


The President stated that 1 .« combination of government 
assistance and private investment in latin America from the 
United States had been substantial, yet that message seems not 
= et across. The Prime Minister reflected for a moment, ani 

that perhaps we had concentrated too guch on major capital 


investments and that ve ——_ now devote our assistance to CT 
projects going directly to the people so as to capture public a 
opinion. The Prime Minister calied the great western imsigration Sher 


in the United States. The Idin American people must now sove to —_— 
their unused land for the new opportunity they seek. 


The President said that the communists seem to concentrate 
their efforts in the cities. He said that it wae not an easy 
matter to settle new residents on land ami that careful training 
was required. The Prime Minister referred to the fees oppertunity be 
for Peru east of the Andes, a region which could er a new life 
to their illiterate indigenous pepulation. —— 


The Prime Minister said that he ~ ng t.. the A 
that the Bolivian’President (Siles) had said 
Khrushchev press conference in Paris, that Saltvia lad 
to have Khrushchev visit that country. He had om shocked be lad 


The President stressed the need to get the best R py ' 
representetives assigned to the Council of the Oss o> cree thea 
edditional vork and oa yd ani te try te noid opini ‘ 
throughout a —~ the OAS unfavorably y with 

. 
| 
’ 





ye pp A trhaps we don't take the OAS as seriously as 
Our of ort is designed te save a continent. We are 
not latins, perhaps we don't understand Latins as well as ve 
should, but we are tr try and ve are villing te do more. Still 
there must be a joint de tien to be free and te remain free, 


The Prime Minister recalled his visit te Ruerte Rice in 1958 _ 9 + 
at the time of Dr. Milten Bisenhower's visit there, and the sharp ~ ati 


Pontwoeot 
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/ Editor-in-Chief and Chairman, Editorial Policy Board of the 


Hearst Newspapers. 
\ / syndicated columist. 
/ In despatch 705 from Lima, May 26, the Embassy reported that 


Minister of Government and Police Carlos Carrillo Smith resigned on 


May 25 after a mass demonstration protesting confinement of three 


students, arrested on May 19, in cells with hardened criminals and 


j 
sexual perverts. Minister of Education Jose Rubio Rolando also 


resigned on May 25. (723.00(W)/5-2660) 


yY oO. Milton Eisenhower visited Puerto Rico, July 24-27, during 


his trip to Central America, July l2-August 1, 1958; for documentation 


on the trip see pp. ff. 
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contrast which he noted as compared to the earlier visits he had 
made to Puerto Rico. The improvement sag due largely to Mufioz 
Marfn's having helped the lowest social levels. The Prime Minister 
returned to his line that "A showlown has to come vith Cuba". 


be 

~~ ~ 

—— 
The President referred to his recent discussion with Prise com 

Minister Diefenbaker of Canada regarding that country’s joining 

the OAS... Diefenbaker is somewhat cooler to the idea than the 

Canadian Foreign Minister but said that Canada should have an 

observer at the OAS now. Prime Minister Beltran confirmed that 

the Canadian Foreign Minister had told him recently in Lima that 

he favored Canada's joining the OAS., The Prime Minister said that “4 

"time is not on our side". “We must move faster in the OAS", he ea 

added. ea 

oe 


The President agreed saying that each country's President 
should insist that the OAS take strong, imaginative am energetic 
action. It should be a “bastion of freedom". 


The Prime Minister, averting to the need to help the lower i 
classes, questioned the Brasilian investment in its new capital. =— 
The President said it was one of the at experisents of the = 
time=--it could be a fine thing or «4 dismal failure. The Prime 
Minister had doubts but the President said that if the “carrot” —— 
attracted enough people to the rich inner land of Brasil, then 
Brasilia would succee,. 


The Prime Minister reiterated his belief that the lower 
Classes have to be assisted--«fast. Mr. Achilles said that the 
lower classes need to have a stake in private property. The — 
President said that man must be given an opportunity for Both a, 
spiritual and material development. The Prime Minister said thet ye 
his nevspapers preached that line constantly. The President re 
declared that we are all together anid that no country could remain 
an island of freedom surrounded by - He referred to the i 
Christian attitude which sotivates Americas ani the Prine ’ 
Minister said that Cube was giving the lie to freeiom. lie finished £ 
by saying that "Time is of the essence". The President urged hin 
to state his views with the same frankness to the officials in the 
Department with whom he s » mentioning Mr. Dillon specifically 
because of his responsibilities in the economic field. 


At the conclusion of the discussion the photographers case 
into the President's office. 


-- 
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Prime Minster John GC. Diefenbaker of Canada made an official 
visit to Washington, June 3-4; for documentation on U.S. relations 
with Canada, see volume VI. 

/ In despatch 716 from Lima, June 2, the Embassy informed the 


Department that Howard Charles Green, Canadian Secretary of State 
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Memorandum of Conversation, by the Officer in Charge of Peruvian 





823. 16/6-2160 


Affairs (Poole) 
Confidential Washington, June 21, 1960. 


SUBJECT: Assistance for Prime Minister Beltran's Progran 


PARTICIPANTS: Pedro Beltran, Prime Minister and Minister of Finance of Peru 


Dougles Dillon, Under Secretary of State —_ 
Theodore C, Achilles, Counselor of the Department of State ‘we: 
Edwin M, Martin, Deputy Assistant Secretary for Economic Affairs me 
Richard A, Poole, Officer-in-Charge of Peruvien Affairs, WST _- 
comes To. s/s'-2 r-2 Amabesey Lim 
G u/ Mec” Amembasey haca 
A) s a 
j s/P L = M. arene — . 
APA = 2, De. JU 7c: 
wet - 13 dey > © oe 
— — — ee a 
£5 ° -_ 
Summary. Prime Minister Beltran explained that, having concentrated his + > 
first year in office on the re-establishment of financial stability, he was now’ ot 
turning to the urgent problem of developing programs vhich vould bring dire ; EE ' 
benefit to the underprivileged people, especially in the fields of land and C. 
housing. In the former his principal emphasis was on the resettlement of new : 
lands, which he described in some detail, although he was not opposed to break- |. = 
ing up unused or under-used large landholdings. ile emphasized the urgency of Pos — 
the problem in the face of Castro and Communist agitation of discontent, He Jf. 
explained that his problem was to find financing for roeds to resettlement areas, Y = 


resettlement costs and housing, including the establishment of new savings and 

loan associations, Beltran said that the IBRD seemed very interested in study- 
ing ways of assisting, but that immediate financing was needed from U.5, s~irces. 
over the next six months -- perhaps $20 million — with more during the next two’ 
years. Mr. Dillon replied that the atmosphere in Washington was receptive to more 
assistance in Latin America, including the fields of egrarian reform and housing, 
and he indicated that roeds and savings and loan associations would seem te be 
particularly susceptible of U.S. assistance, He said that extra priority would 

be given to countries such as Peru which had done « conscientious job of helping 
themselves, He stated that our current thinking is slong the lines of projects 

in which the DLF would meet local currency costs in conjunction with the Eximbank 
(rather than the IBRD) to mest doller costs, with the IBRD ating mt poe 
He emphasized the need for adequate planning and suggested ft ICA could provi 
technical assistance in this regard. ind Summary. “t t ‘ — 


i) Rs Prime Fh 





The source text bears the notation: “Approved in U 7/9/60, 
OK. R obert. Cc. B rewster." Briefing memoranda on this meeting for 
Under Secretary Dillon from Theodore C, Achilles, Counselor of the 
Department of State, June 17, and from Assistant Secretary Rubottonm, 


June 20 are in Rubottom-Mann Files, Lot 62 D 418, "Peru 1960," 
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Prime Minister Beltran stated that, since becoming Prime Minister nearly a 
year ago, he had proceeded to set Peru's financial house in order by attacking 
the problems of balancing the budget, foreign exchange, stabilization of the 
currency, end so forth, sow the question is, what next? The Government is 
expected to do something, as t_» people need help and want results, fhe princi- 
pal sectors the Government mst now attack are those of lend end housing. 


The lend problem is one entailing the people's desire to work their ow 
lands, It is, however, not simply a matter of dividing existing large holdings 
in settled areas, as much of the settled lend is the poorest -- that is, the 
land in the high Sierras, at an average altitude of 12,000 feet, which has 
extremely poor soil. Much of this lend, moreover, has been subdivided by the 
Indians into uneconomical,small] hoidings, The result is the Indians have begun 
to migrate to urban areas, forming squatters slums around the cities, Around 
Lima, for example, there are from 200 to 500 thousand squatters, 


There is, however, marvelous lend to the East of the Andes, in the Amazon 
basin, There are two types of jungle here, the low swamps and the upper jungle. 
In the latter, at between 2,000 and 3,500 feet, one can grow practically every- 
thing. One can, for instance, grow several crops of corn and gocoa a year. The 
soil is good, there ere no seasons, there is adequate rain, it is not hot, and 
the climate is healthy. Some Indians have already migrated to this region and 
established their own farms, Clearing is no problem, as they can grow crops 
among the fallen logs. They build simple houses of natural materials, They find 
they need additional labor, so bring down other Indians from the highlands who 
eventually establish their own farms, The Indians who have migrated thus far, 
however, live at a very low economic level] since they cannot market their crops, 


What is needed to settle this region properly are penetration roads and 
feeder roads, which would facilitate settlement and provide access to markets, 
Also needed are community centers and experiment stations. This would then 
attract new generations of settlers and would satisfy large scale demands for 
land, 


Mr. Dillon asked whether the Indians were willing to settle these regions. 


Sr. Beltran replied in the affirmative, stating that many have already 
migrated, For example, from 20 to 25 thousand Indians from the Lake Titicaca 
region have migrated to the neighboring lowlands, perhaps 10 thousand of whom 
are permanent settlers, These settlers are making profite from their produce 
even though they have to carry it out on their ow backs, With new highways a 
great many more people would be attracted to these new regions from both the 
mountains and the coast. Such an approach to the land problem would be different 
from the subdivision of large landholdings, since the land in these new regions 
does not belong to anyone, 


Mr, Dillon asked whether it would not be quicker and easier to break up 
some of the large landholdings so as to settle people in that immediate vicinity, 
since the opening of new regions required new roads, new commmnities, new every- 
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Sr. Beltran replied that, in his view, it would be easier to start on new | 
lands since these are better and more productive lands, 
opposed, however, to subdivision of large estates, particularly unworked or 
underworked landholdings, He recognized,additionally, the political and sociel 
need to deal with this aspect of the land problez, 


to urban problems, Sr. Beltran referred to we new Savings and 


Loan Association which would encourage both savings and low-cost, private housing 


He said he is not 


on a long term loan basis, With the help of the DLF loan to the Association a 
start can now be made in housing in the Lima area, but new home loan banks are 
needed in other departments, Other approaches mist also be developed, 


With these programs, Sr. Beltran stated, he hoped to win over the vast 
majority of the common people from the appeal and influence of Commnism, He 


emphasized the very real danger 


of Commnist agitation amongst the masses, such 


as the recent riots in Tokyo)and the terrible riots ("Bogotazo") in Bogota 
twelve years ago,, He mentioned that Fidel Castro had been involved in those 
luded 


riots and al 


to the fact that, when an American plane evacuated wives and 


children of Cuban officials, Castro and ancther agitator made their escape as 
stowaways, Castro is now intensifying his agitation throughout Latin America, 
There is less and less outwardly Communist agitation and more and more Fidel, 


with his claims of being the standard-bearer of economic independence, non- 
In fact, however, he is serving the 


intervention and the welfare of the masses. 


purpose of Commnism and it matters little whether or not he himself is an actual 
is additional evidence that the Cuban 


Government's philosophy is Communist. , The Commmists are ready for new Bogotazos 


Communist. Che Guevara's recent speech 


and we therefore mist act fast, 


Sr, Beltran seid he had talked to Mr, Black,(IBRD), who was very interested 
in his program — in fact, he had never seen him so sincere, Mr, Black said he 
would be prepared to send a delegation to Lima to study ways of helping, but 


that this could probably not be organized before January of next year, Sr. Beltran 
said he was delighted at the prospect, but that, because of the urgency of making 
a start on both resettlement and housing in order to rally the hopes of the under- 


privileged, something had to be done during the intervening six months. A great 
deal more financing would be needed for these programs, 


Sr, Beltran asked "Can you help us tide over this period?" -—- adding that a further 


Addressing M. Dillon, 


problem was IBRD's restriction confining its loans to foreign exchange needs, 


Mr, Dillon replied that the Bank could get over this restriction if it wished, 


Sr, Beltran agreed that Mr. Black should find a way of getting around this 
restriction, He then said that during his stay in New York he had explored the 
possibility of obtaining loans from various private banks, mentioning in parti- 


cular Morgan Stanley, The bankers he spoke to, however, had not been optimistic 


over floating a loan at this carly stage in Beltran's program, This avenue did 
not therefore appear very hopeful unless Peru had the good fortune of landing 
the counterpart of the $100 million Prudential loan to Mexico! When 


asked whether there had been any talk of a mixed IBRD-private bank loan, Sr, Beltran 
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\/ Documentation on anti-U,S, demonstrat Longind the decision to *#* 
cancel the projected visit of President Eisenhower to Japan in June 
1960 is presented in Volume XV, 

\/ Reference is to the uprising after the assassination of Liberal 
Party leader Jorge E. Gaitan in Bogota on April 9, 1948. For documen- 
tation, see Foreign Relations, 1948, vol. IX, pp. 39 ff. 

\// Reference presumably is to a speech by Ernesto Che’ Guevara 
Serna, Chief of the Industrial Department, National Institute of Agrarian 
Reform and President of the National Bank of Cuba, before an assembly 


/ 
of workers in Habana, June 18, 1960; for an English translation of 





the text, see John Gerassi, ed., Venceremos! The Speeches and Writings 





of Ernesto Che Guevara (New York, 1968), p. 92. 





\ Eugene R. Black, President of the International Bank for Re- 


construction and Development, 
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| replied that he had discussed this with Morgan Stenley, who had not been si 
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encouraging except for the possibility of small emounts from private banks. 


Mr. Dillon asked what chances there were of more effort, particularly more mm 
taxes, on the Peruvian side, as there is an impression that the few very wealthy oe 
in Peru don't contribute enough, Mr, Achilles mentioned that Beltran had done —_— 
a good deal in the field of tax collection, which he asked Beltran to explain 


more fully. 


Sr, Beltran then explained that through Mr, Black he had engaged a Dut ch 
tax expert by the name of Lieftinck and two assistants to reorganize the tax 
collection system, Among other measures the banks are now required to report aes 
interest paid, All foreign banks and one Peruvian bank have so far complied, m~ 
but Beltran is insisting under threat of fine, which he thinks vill now mke | 
it easicr for local banks to comply in the face of their clients’ displeasure. 
Beltran hed also launched a local bond issue as a new experiment which, despite 
pessimistic forecasts by many, was a great success, The issue raised 250 million 
soles and was 63% oversubscribed, 
theeeecoeececbeeesieets Additionally, taxes have been increased, 


— 


Mr, Dillon then emphasized the need for adequate planning. He asked what ae 
specific plans had been made for Beltran's program, whether goals had been set ay 
on resettlement, whether roads hed been planned, and so forth, mail 

—_ 


Sr, Beltran replied that a start must be made gradually. He has engaged 
an Italian firm, Jtalcongult, to take charge of planning and directing the 
resettlement program and which would work closely with the World Bank, This 
firm can drew on its considerable experience in land reform in Italy as well as 
abroad, He was also making arrangements on other aspects of his program vith 
the firm Arthur B, Little of New Haven and with a Canadian firm, which would a 
start next veek, Beltran explained that the planning of roads was not so a 
difficult and that he already had two principal areas in mind where roads had 
been started but had stalled — that is, in the North and South where the best = 
colonization areas were to be found. In answer to a further question from 
Mr, Dillon, Sr, Beltran said these roads were distinct from the Aguaytia-Pucallpa 
road for which a DLF loan had been approved and which his predecessors had , 
promoted primarily as the only road connection to an Amazon port, although it 
did pass through some areas suitable for colonization, 


Mr, Dillon then remarked that the discussion seemed to point to roads as 
the main field in which the United States might be of assistance in resettle- 
ment, 


Sr, Beltran replied that although Peruvien companies could build the roads, 
Peru needs local currency for this purpose which is not available locally and 
hence must seek foreign currency for conversion, Funds are also needed for 
foreign exchange costs of road construction, particularly machinery, In addition i» 
to roads, the Government will need funds to finance actual resettlement, includ- 
ing payment for land, It is contemplated that the settlers will eventually ~ 
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os 
| yepay the Goverunment for the lend, following a period of grace of from one to | 
three years, at a rate set by the walue of crops, e.g. 20%, which would thus 
gear payment to good and bed yields, Nevertheless, the Government does not -_ 
really expect to get all its money beck for resettlemnt costs, ‘5 
remarked that the big problem seemed to be time, We had already , 





loans for the Savings and Loan Association and for one road, and v= 
could find other projects, We could possibly help in land reform, which is « 
necessary thing and which would seem to be easier in some ways than the opening 
of new lands, However, this is a complex problem which we have not gotten into 
before and which is largely for the country itself to handle, Hence, we don't 
field, 
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Hovever, Mr, Dillon continued, Mr. Brand/and the DLF are ready to look into Ce 
new ways of assisting. We plan to be more active in Latin America next year —— 
and we mist mobilize various different approaches, ICA can provide technical 

study. We are thinking of requesting additional funds for Latin America for this 

sort of thing, although it is too late for the coming fiscal year since requests 

mast be made by November or December for the following fiscal year, Mr. Dillon 

thought Congress would be receptive if we could show ways the funds would be 

ueed, We must therefore show specific needs, e.g. land reform in Peru end Colombia \— 
and reconstruction in Chile, Mr. Dillon said the immediate problem in Peru seemed 7 
to be one of finding funds in-the next three or four months, and that the DLF and mt 
the Export+Import Bank seemedato be the only sources for these funds, He referred — 
again to the IBND's interest, adding that study should be made of the possibility 

that it supply funds feg,\béth Jocal currency as well as foreign exchange needs, 


Mr. Dillon then said there was a general feeling in U.S, Government circles 
that we should use DLF funds for local currency needs in conjunction with the 
Export-Import Bank, rather than with the IBRD, for foreign exchange requirements, 


as ve hed our ow foreign exchange problem and preferred to finance our ow ~ey 
exports, Other foreign exporters should provide their ow financing, Mr. Dillon bo. 
suggested that Prime Minister Beltran bear in mind in his talks with Mr. Brand —— 


and others that our preference in financing given projects is thus for the DLF - 
to do the whole thing or in conjunction with the Export-Import Bank. 


Mr. Dillon felt that Sr, Beltran would find a receptive attitude in the DIF , 
toward an increased flow of funds to Latin America for such fields as land reform ' 
and housing, and that this reflected not only the attitude of Mr, Brand and his 
staff +" .1so of those agencies which make up its Board of Directors, including 
Treasury, State, ICA and the Export-Import Bank, Mr. Dillon also pointed up the 
problem of worldwide priorities, saying that we took great satisfaction in help- 
ing Governments which do a conscientious job of helping themselves, He pointed ’ 
to Peru's record, which is hard to equal anyvhere in the world, and stated that r 
this gave Peru extra priority. 


Reverting to the question of housing, Mr. Dillon said we wanted to help in 
this field, for example, through savings and loan associations, These seem to —_ 
provide the right pattern, as we could of course provide only partial financing. mse 














/ Managing Director, Development Loan Fund, 











We are giving study to further assistance through home loan agencies in differ-| 

ent parts of the world, particularly in Latin America. For example, we «re 

trying to work out some way of creating a joint agency to encourage and channel _— 

the investment of private capital in homloan agencies abroad, Mr. Dillon Le 

suggested that Sr, Beltran talk to Mr. Brand about this, rs 
— 


Sr, Beltran said he hed seen Mr. Brand this morning and that the latter was 
come to Lima, He had also seen Mr. Anderson of the Treasury, who 
Mr. Anderson and Mr. Upton had been very helpful 
the principal source of the needed funds for local 
also been most receptive and helpful, saying it was possible 


pattern for Beltran's programs, since the law 


drawing up applications to the DLF. In addition to technical assistance, it is 
possible that ICA special funds could be used next year, 


ts 


t 


Sr, Beltran replied that this type of assistance would be most helpful and 
importent. He mentioned, however, the livestock development program in which 
ICA had assisted in drawing up the program and the loan application, which had 
just been turned dow by the DLF. 


Sr. Beltran then reverted to his need for financing over the next six months, 
He said he had been mentioning $25 million for this period, although he actually 
thought that about $20 million would mect his needs, With this he could start — 





‘ 
, 


on some projects right away, while others would take time to develop. He stressed ”sS 
a again the need for speed in face of the threat of Castroism and Commmisan to wt. 
— aggravate an already unstable political and social situation, = 
L=< oe 
=z an ~~ 
= _ 
7 ww * 
4 = . 
<2 hi 
YL? , 
a= * 
a } 
Su Xe 
ve Zz f- 
oO — 4 
wl , 
+ 
” te 
2 be. 
ad 
=) 
5 


FORE IGN 


~ 
L_ 
I 








IN 


RELATIONS OF THE UNITED STATES” 


“DECLASSIFIED FOR PUBLICATION 


FORE IGN 


es 


r 





GEST COPY AVAILABL- 


he 3025 
FE-45 . 


Editorial Note 





A study mission, consisting of Vince Brand, Managing Director, Development 
Loan Fund} Hawthorne Arey, Director, Export-Import Bank of Washington; John W. 
Johnston, Jr., Deputy Regional Director for Latin lnericep, International Coopera- 
tion Administration, and Theodore ©. Achilles, Counselor of the Department of 
State, visited Peru in mid-July to consider Peruvian loan applications for 
jungle colonization and low-cost housing. They met with President Prado, Prime 
finister Reltrén, Cabinet Ministers, and other Peruvian officials, in telegram 


\for Peru 
41 from Lima, July 16, they recommended $50 million credit,diviced equal 


’ - 
: 


, Deve Lopment Loan Fund and the Export-Import 3ank. (722.5-MS?/7-1000) On July 26, 
the White “ouse announ@ed anoroval of %2°.2? million credit by the Exoort-Import 
Bank of Washington and $25 million credit by the Development Loan Fund to Peru 
for settlement of the upper selva recion east of the Andes. Accordin: to the 
White Fouse statement, these credits slong with the credit agreement of July 13 
for $2 million from the Deveicpment Loan Fund for the Mutual Savings and Loan 
Association, Sem, brought *'° total recent United States credits for Peruvian 
lanc settlement and housing to the equivalent of more than 1.5 billion Peruvian 


soles. For the text of a statement issued at Denver by President Fisenhower, 


, oe, 








. July 26, on the prorram for develepmemt-<ef Peru, see Public Papers of the Presidents 


the United States: lwight b, Eisenhower, 1960-41 (Washington, 191), page 606. 
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Memorandum of a Conversation, July 15, 1960 (3 pages of 


source text), not declassified. (Department of State, 


Central Files) 
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723. 5-MSP/7-1960 
Telegram from the Ambassador in Peru (Chapin) to the Department of 


State 
Secret Priority Lima, July 19, 1960--6 p.a, 


49. 


2 


Sm on 


._ In no way desiring to detract from Beltran program and request ‘4 


for DLF and Export Import loan applications (EMBTEL 41), it is 
consensus of Embassy, three service attaches gees ? 


Ny reference to EMBTEL 42jthat following qualifying considerations 


should be made known to Department and at request other 
agencies passed to their Washington principals. 


Since statement "Fidelismo has infected armed forces" does not 
agree with Embassy information or Army Attache's reporciug, 
latter requested make new survey. He conferred with iatede 


- 


informed Army, aware Cubans attempting disaffect non-cotmissioned 
personnel, was therefore watching their activities and has Cuban 
Embassy under surveillance. There has been no known infiltration 
among the troops by Zifelistas. Army solid against Castro and 


has standing order there be no fraternization with Gmee _ 
» dignitaries (EMBTELS 1031 and 1037). — ~omer 6g 


a 


. Naval and air attaches report these branches also strongly 
{pect “Castro and no known infiltrations .,— a LS 


a aware and has reported attempts Cuban Ambassador 
foment trouble in student, sugar, mining and other labor 
matters but his effectiveness has been Limited and recently 


’ ..webounded in that national committee for defence of democracy 


litics and requested President and Foreign Minister to 
Mout him in his place". Frigid official reception President 
a Dorticos received during visit here last month is also 
indication of GOP annoyance over Cuban policies and over 


j eben. REPROBUC T : 
_Jeewas. COPY 1S PROMIGITtU > =. 


| ag \ pub Lic ly denounced Ambassador July 14 for meddling in iocal fs 
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Win telegram 42 from Lima, July 16, Counselor Achilles of the 
Department of State reported on conversation with Peruvians on the 


Castro influence in Peru. (723.00/7-1660) 


V4 Referenced reports by Colonel John J. Davis, Army Attache, 
Ain he a Lt ate Te 4 / ite (ehZ. 


Embassy in Peru, were not fusther—identt tied: 


\> General Victor Tenorio Hurtado, 
\“/ Ceneral Alejandro Cuadra Rabines, 
\y Telegram 1031 from Lima, June 6, reported that Lima news 


Contamed uatrrend le actocwits of 
media,except APRA newspaper Tribuna gavean unfriendly deceptionto 


the visit by Cuban President Osvaldo Dorticos Torrado to Peru, 


» 
-> 


June a6 737.11/6=660) Telegram 1037 from Lima, June 6, reported 
that President Dorticos had received a "cool, correct official 
reception during his visit to Peru." (737,11/6-660) 

\y The reports by Commander Jay W. Land, Naval Attache and 


Naval Attache’ for Air, and by Lieutenant Colonel Vernon J, abe 


al 


au hed , 
Air Attache, Embassy in Peru, were not further identh Hed. 
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2- 4&9, July IV, &p.e@., teow Lins 
Cuban Ambassador's activities. Particularly noted was absence 
Peruvian military officers at functions related to visit. j 
’ Local Communists and other Leftist, pro-Cuban extremists 7 
including APRA Rebeldé@yhave become more vigorous in oa 
fomenting trouble in last few months and in uniting with a 


i 


other opposition parties and groups to attempt bring about 
downfall of Beltran Cabinet. Fands disbursed by Cuban 
Ambassador to such groups have undoubtedly facilitated 
these activities. At same time, however, these activities 








have in recent weeks brought government and certain other 
influential public and private sectors to realization of i. 
extent of Communist influence, particularly in labor and ano 
student fields, and have contributed to feeling that e- 
something should be done to curb this influence. According ' — 
to GS (WEEKA 28 July 14) even APRA leadership 
now favors anti-Communist legislation. 
Without wishing unduly to minimize extent of Cuban role in 
assisting Communists and other extremists to foment trouble L 
in Peru, Embassy does noc believe their influence played ¥...," 
any significant part in lack of publicity given to Peru's oO 
»* initiative in OAS,or in limited reception to President bm, . -_ 
~ Eisenhower's declaration on Latin American aid program. , — \) ; Fe 
me 4 
=° Embassy fully concurs that urgency of implementation of 4 ’ 
&* Beltran program is essential and trusts Department will » 
Ez assist in every possible way GOP's loan applications. f , 
Ss | 
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/ Reference is to a splinter party which broke away from APRA 
and supported the revolutionary regime of Fidel Castro in Cuba. 


/ Reference is to despatch 20 from Lima, July 14, which reported 


(ha QDI 20774 Secretary Ceneral Ranire 


———— 


Priale had suggested that special legislation was required to curb 
communism, (723,00(W)/7-1460) 

\/ In a note of July 13 to OAS Council Chairman Vigcente sfnchez 
Gavito, Juan Bautista de Lavalle, the Peruvain Representative on the 
OAS Council, requested a Meeting of Consultation of Ministers of 


Foreign Affairs for the purpose of considering the exigencies of 


hemesphere solidarity, the defense of the regional system, and the 
defense of American democratic principles in the face of threats 


that might affect them. For text, see American Efforts to Relieve 








International Tensions in the Western Hemesphere, 1959-1960, p. 221. 





Documentation on the Seventh Meeting of Consultation of Ministers 
of Foreign Affairs of American States at San Jose, August 22-29, 1960, 
is presented in volume V, 

| 7 Reference is to a stacement read by President Eisenhower at 


a news conference at Newport, Rhode Island, July 11; for text, see 








Public Papers of the Presidents of the United States: Dwight D. 


Eisenhower, 1960-61, p. 568. For further information, see pp. ff. 
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Secretary's Memoranda of Conversation, Lot 64 D 199 





Memorandum of Conversation, by Donald F. Barnes of the Division of 


/ Language Services, 


Confidential San Jose, August 20, 1960. 
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circies, that is, the Catholics, there were firm supporters of Czscro. 
tie saic tiac he had received a telegram from students of the Catholic 


University dewanding chat he not participete ia eny anti-Cuban actions. 


winiscer Porras said thet, however, the upper hierarchy of the armed 
forces, financial cireles, che sovernrment, and a majority in both houses 
of ioe Peruvian Congress were in favor of acts of repression of Communist 


caution in the Seventh Neecting, for fear of touching off a revolution in 
Peru similar to the oncs that had taken place in Solivia or Cuba. 


hinister Porras said that he believed sincerely in a policy of 
cooperaticn with the United States and in the defense of Western prin- 
ciples, but that he would have to be careful not to support any measures 
that might incite the Cuban people to break Latin American unity. He said 
that Cuba had broken its ties with the United States by its violent attacks 
en the letrer country, but that Cube had no reason to break its ties with 
tb2 others Latin averican repe>iies. we said thar be bho eo that Cuts would 
temain in the GAS for the saxe of Latin American unity, and chat Cuba 
would realize that the OAS represented the best safeguard cf the Latin 


Apetican ccuntries. 


bhinistier Portas saic thot the worid was divicec inro reecionai systes, 
and that vuba belenged in the itnter-American system lor historical, geoe- 
graphic, and cultural reasons. He said that Cuba, although it Lad insulted 
4 nunber of Latin American countries, including his own, would not, in his 
opinion, ccre to abandon the OAS. 


Mini s Porras’ sata tust Yoru ie. been accu i L7G 
2 kL - 8 f soney irc ¢ Lac tiules-as prf{e2 for the 
veut tice Minis Loltra " cin 
c ' . «4 ~ nt clings s t i oce 2 \ st 
tis ite O22 naa recetiveG Uahied States Awbassadur 1.271 J hc 
rec té ; 0 4 3 ; 200. —_——— : 
= 


4 i} ‘ aif 2 4 eutrc oi of orl. rr FiGes Casts é } a! ft ; . 7 ; , 4 
pose at sie Bucucs A'tes acononic cor.crenceft. UT? Tiles S@eees offer Wo": P, 
Letin Aneric: Le 


& biive amounting co 55 billions of dollars to 


poy 
Minister Porras seid chat the United States, asice it: Lo Bk, 
naciers, should pay actenticu to cultural relatioas with Lacis -ies Br 
He ssid that Latin Awecicau students were ignorant of tie united tog a 
onl that che stuce:t« were a factor of invortence, due to ibe ini! ener ps 
they exercised over the workers. In Peruvian universicies, tie s ocents = 
now were sons of cerpenters, chauffeurs, and cooks, and tiac che, it - 
@ strong social resentment of the weaithy, the povercful, cad che oe. p7arcns 
ee 


In spice of tiis, the students were malleable, and could be iniluencec 


by scholarshins for stucy in the United States and by the presence of 
American students in eruvian universities. he said that Anuvrican students 
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in feruvian universities had always been welcouec by the local stucents, 
and hed never had to listen to anti-American attacks. A cultural rolicy 
of thie kina would, in his opinion, bring good results. tinister .orras 
saic that cany students thought of the United States only in terms of 
American 011 comnanies and other American concerns that they believed yy 
were ex>lo.ting -eru's resources, and thst they were not aware of che La 
cecinical and cuitural progress achieved in the Uniced States. | 



























Minister Porras said that with regard to Cuouw, te would like to use 
a wetaphor dealing with bulls. There was a custom in the bullring that 
if a bull refused to cooperate by fighting, and was too difficult co herd 
ut of the cing, a group of cows would be scant into the ring, and the bull 
would then cocilely follow them into the ven. he said that Latha «erica 
was expectec to play the part of these cows. 


Minister Porras said thot he belitevec chat tne Lest vay tu iacdie the 
robiem was io have informal corridor seetirgs between four or fi. 2 ‘atin 
wverican couctries and Cuba. (Ke mentioned Meaico, Colorlbia and enezvueie, 
a3 countries which, presumably with reru, shoud oarticitsite.) lr. chese 

meetings the letter country wold be asked if it reaily meant to break with 
che OAS cnc therefore with the other Latin Acerican countries. Cola should 





h@ ached t» state what it would be willing to accept. ie sald thc ine was 
ware thot Cuca was orobably ,oing to say scue 'onsicroue things di: ing the 
seventh fecting, buc chat he felt that ic was imperative te kee; 3 4 


-be OAS, or run the risk of sericus sucial conse wences in Lac.a «erica 


S,atster Corras said that Ceru rej,cctec t.ec interference of .stra- 
}ooue aentel sowers in the herisphere, not to scr.e the inierests t he 
United States bet to defend itself. he suid that although he believec 

e that the inncoe boctrine iad falled on occaston, there was a perninent 
‘ime of events am history that showed its efficacy: 


Mey » 416 bnot Che « ol crs of Castro's pr .* om, 
+. 5 ‘ i ° a .? ‘ bese £8i J (D.a Tn i Sn. @G@ Uy 
aizout all of che poltiticel parties in Lucia nerica, and was warmly 


acce-ted by the masses. he said that trerefore the measures caken by 
|Castre should be viewed not as to their effect in Cubs but as a part of 
the internacional picture. 


tumiscer Porras said that he was convinced that the impact o. Fidel 


Castro on world and latin American public opinicn wes the resule of the 
work of Acerican newsmen. He said that what would otherwise be a case of 
‘4 cacdillo of a small Caribbean island with a ridiculous beard had veea 


rade unto an idol by American corres,ondents cxplciting the Cubs 
revolution 
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723.13/9-260 
Telegram from the Charge in Peru (Neal) to the Department of State 


Confidential Priority Lima, September 2, 1960--4 p.m. 


163. 


- 


r M\ 


there 
RMR , Prime Minister Beltran called me in yesterday to discuss his 


ot 


possible resignation and the question of his attending Bogota 
conference. , 


rod 


° 
. 
%? 
¢ 


He was at very low ebb mainly, I feel, because of overwork on 
interpellation and was hurt by coldness with which Senate 
personally treated him. Said he was reluctant to continue in 
Cabinet and wanted my opinion. 


Po. i 


O92=6/e4 


I told him our polls indicated assurance final vote favorable 

and that APRA leader had only last night predicted his victory 
after personal abuse, I said opposition playing politics wit him 
and his friends were hesitant to publicly indicate their fe@ling 
but vote would tell., ~-) 


‘4 


< 


I gave him assurance-which I expect he was Looking for -thar if: 
he and other members of his Cabinet (I had in mind Minist®r af’ 
Development Grieve and Minister of Agriculture Zarak) coal 

forced out all good will and loans he generated for Peru of recent 
lis visit will be nullified» Informed him I had made this tlear 

to other responsible leaders in yovernment.. . - 


> 


Da 


- 
. 


As for Bogota, told him it essential he attend because this will 
be opportunity for him recoup Peruvian prestige lost by lack of 
leadership in Peruvian delegation at MFM San Jose. , 


Am certain he feels better this morning after Senate victory 
‘reported following EMBTEL 164, , 


oS 





NEAL 
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September 5-13. For documentation, see pp. 


7 . . . . ~ Md . al ’ 
Reference is to the t' ird meeting of the Committee of 21 at Borzota, 
-=e- 


In telerram 171 from Lima, September 5, the Embassy reported that 


— —_ 7 “ . - - ae sf > 
Prime “Minister Seltran received a confidence vote or 76 to in the Chamber of 
f ? 4 4 
Deputies on Seytember |); following an interpellation, becun on September 2, durinf¢ 
4 ai 
7 


; . — 4 . re : ° ° ; ; - fw > *- 
red li questions by the o O0Sition rartico Lv mocrat@gpa-Cristianc on 


In tele-ram 1:7 to Lima, Sevtember 7, the De 


, c¢ rle a hn ts a. errr 2 ee 2) Py P 4 > 
SsSyv's € LOorvs f ar, rz ; inis 


sympathy with the Em 


add that “were he to resipn, there would be ~o question of nullifying credit 
+3 «a a eet o = on + onan + - . _ ris ‘ ar gS mrs o f*5 5 
a or ions 0 ivian ve™ment excer; maoer ext radinary circumstances lunuamen- 
-- ~ 4 . e< > ences a 4 " jr - » J as 
tatly alterin ede-reruvian relations, 3013/°=260) 
ww / 
—_— 
7 w~ ~ - - + : 2 
. Jes stacy 167 try 2 By ntom y 1é . + S r Tr@vu,veo tr at oreirn 
: : + — - ~ - 4 + .. -~ | ~* ~ ~~ s4 -«~ 
nister Porras resi-ned e“fective Septerbe 6, stating in his letter of resignation 
174 @ t¢hea+ Aa that hfe —— , ’ 144% +oar ‘ube hich he ssu 
A ia is VOsi if 0 > : ion va - A Gs, sumed 
“ + +t _ > . +4 ~, & - r - Sv ° ste » s » 4 r 
at even eting of Consultatic erican ‘oreign Ministers at San Juse, 
> ‘2 4 7 1 a re . : P ae hte “ as . ; srs « 
ed fro nstructions eceived from his Government ordering the Peruvian dele- 


i/ 
- 
alll, 
+ } » 7 ’ “ + =" se ‘ 14 . . - 44 ~ 

mn telecranm If r dima, Sept r 2, the Embassy reportec that Prime Minister 
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823 .2553/ 10-360 
Telegram from the Acting Secretary of State to the Embassy in wale mie 4 
Confidential Washington, October 3, 1960--8:46 p.m. 
225. 
| o- 
=— — 7 
ee 23 <<, ' 
——— = . J = = 
“2 As result call by Jamieson, and Brisco of IPC and Martin Jones of o2 4 
Standard li.J., Department has agree: representations should be rade to f 
_ a 
President Prado concerning bills on La Brea y Parifies ofl] fields, IPC 7 eo 
oe. 
gravely concerned over nationalist and }*ftist campaign against Govern- — 
ment bill,and worsened climate for pansage as result introcuction six 
expropriation bills; believes Pritran anda Grieve will be effective in 
Gefending bills when called for interpellation October 1] but that only Pa 


e 
Prado tas sufficient political influence to mster congressional majority +) VA 
also believes now best time make represeatations before opposition a: 


»! 
makes further headway and since attitude successor Government unpredictante, 

= 
This view seems coincide generally your reports, 


In your discretion soek mudience lrado, taking following general lig; 


0 om 
USG gmaweby concerned over bitter campaign ‘yweiast Government vill soonkgpe y __ 


directed ac much sgeinst USG and US iuvestmen: in gencs*l as against 1. J 
climate tur 


aud oil) itself, Expropriation would of courrs be very detrimentsl tc, 


US and otner investmer.te and credits ia Peru, 19 eubriratiel elicit lesser 
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\/ Drafted by Poole and signed by Mann. 
\7 Milo M, Brisco, Executive Vice President and Director, Inter- 


national Petroleum Company. 

\7 John K, Jamieson, President and Director, International 
Petroleum Company. 

\/ in despatch 148 from Lima, September 13, the Embassy enclosed 
an unofficial translation of the draft Peruvian Petroleum Law sub- 
mitted to the Congress on August 30, It provided for immediate 
cession of the La Brea y Parinas property to the Government and 
a 30-year concession to the c ny which would pay taxes in dollars 


y Meme puaur 
assuring the Government of 60% of its profits. After 30 years 


the Government would own all fixed installations on the property. 
(823,2553/9-1360) 

\Y In despatch 221 from Lima, October 13, the Embassy reported 
that Prime Minister Beltran and Development Minister Grieve received 
a 74 to 33 vote of confidence in the Chamber of Deputies on October 


12, after an interpellation on the La Brea y Parinas petroleum issue. 


(723, 00(W) / 10-1360) 








Page _—+ of sateGram go _—_toambnsey-bIMs 


a ~ 


| appropriate USG express opinion on details Government Lill, it presumably neets | _ 
GOP 
Quemgemmens requirements, is acceptable to company snd appesrs best hope for 
settlement this long standing issuc, View uncertainty congressional support 
for bill in faee heavy attacks by opposition, we hope Prado will make every effart pa 
“ / mister support by nro-Government majority. A —y 
f == — 
7 
DILLO® (acting) 
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W In telegram 241 from Lima, October 7, Charge Neal reported 
that President Prado was confident of congressional approval of the 
Government's bill and asked Neal on October 6 to assure the Department 
that the matter would end satisfactorily, (823.2553/10-760) At the 
conclusion of the period under review the draft legislation remained /\ 


under study by special committees appointed by each house of the 


Peruvian Congress. 
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confidential shinrton, cer 3, 1960. 
\e 
suspect: Proposed Purchase of Military Aircraft by Peru 
i 1] 
PARTICIPANTS: Mr. Jorge Nicholson, First Secretary, Peruvian Embassy | 
Col. Enrique Puller, Assistant Air Attaché, Peruvian Enbassy ae 
Robert M. Phillips, WST ere 
COPIES TO: ARA wsnic Amenba say Sait iago 
ara/P - apa/S - ° Penem for-€ INCARIB-{} co) 
RPA ~ mm (a) . 
@ — BEC 36 = >: 
bt - Amenbacey a oc) T98e- “7 al 
° " £ Quito’) ec) = wen 
-- — =e - 
T LR 
Following inquiries from the Peruvian Embassy to the ememe 6 alent r> 
Defense and State, and after consulting with Mr. lane; of \WST and Mr. Me qt 
t of RPA/S, I telephoned Mr. Nicholson and informed him that the United States oY 
Government had decided that it could not at this time authorize the sale of ss 
the B-26 and B~57 aircraft requested by the Peruvian Governnent, We vere sure FS men 
that the Peruvian Government was fully aware of the delicate circumstances Y y is og 
which prompted us to withhold the requested authorization,,and ve trusted that 7p fl 
the Peruvian Government would agree as to the undesirability of taking any ie ae 
action which might upset the recent relative improvement in this situation. I / ©." 
said I would also call Col. Puller, who had telephoned while I was out, in -” 
order to give him the same information. q 
Mr. Nicholson thanked me for this information and said he understood the : A 
Department's position. He gave no indication that the U.S. decision might be 
disagreeable to his Government. 
I then telephoned Col. Puller and gave him the same information. He ° 
betrayed no surprise at the news but merely requested that the Department send - 
a written reply to the Peruvian Bubassy's notes requesting authorization to 7 
r° purchase these aircraft. I promised that we would send a written reply as 
\4 ~ Péequested.) 
y' i 
i } went 
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723 .5621/ 12-2960 
Telegram from the Acting Secretary of State to the Embassy in Perus— / 


Confidential Priority Washington, December 79, 1960--11:48 a.m, 


431, 


| Exchange of notes comple tof Waid thept' s note of December 27 and 
Peruvian Eubassy's note of December 25) agreeing to loan to Peru of 1 
Lavalette (ex-Fletcher) class destroyer under same terms and conditions as 


agreement of February 12 and 26, 1960, to which this destroyer is added to 


annex, but with rehabilitation etc. as requested by GOP to be at latter's 
~ a4 
“ | expense. , 





Dept. has requested Peruvian Embassy urge GOP refrain from publicity 
in order avoid if possible further adverse Ecuadorean reaction at this time. ae 
Embassy Lima requested make similar informal representations appropriate 
officials Lima. 

YSiadahe Be ds ily datiroatnet reque9ood: andoEE Upp yO Pe2etqLONPZOIEIe. 


of above agreement, with following further ——— (1) above agree- 


7 
7. 





; 


re 


| , <3 
| ment represents fulfillment of eatitar ox oomel tnent made under Ship Loan Actr ~~) 


which U.S, Se@t& obligated to honor; (2) timing of agreement necessitated 


by expiration Ship Loan Act December 31, 1960; (3) delivery will probably 
“not be made Cor/ibdbs> Yoars as vesse] will be turned over from active 







fleet; (4) we have urged Peru refrain from publicity as above in interes 


avoid public reaction in Ecuador. Dept will “he, ask duc a" 
“ 7 | _t0 te “Tr extent possible. « Fa . = * 
ye tie 


+ —- 2 & «6 
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\/ Drafted by Poole and signed by Lane. This message Gil was 


‘ repeated to Quito, 


VV For citations to’the referenced notes, see p. 






%467 J . 5 ’ , ’ 


a ' if 
7 naterence is to Public Law 532, chmtonn.. approved July 18, 


1960; for text, see 72 Stat. 374. 


whether Chas a fornia fren) was Civuut ed <o 
V the record of tee tne inkommimemet. Chir ihors was #e6 found in 


Department of State files. 


. 
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Foreign Relations, 1958-1960, Volume V, Microfiche Supplement 


URUGUAY 


U.S. Relations With Uruguay 
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ukjedt |] Uruguay; Proposed Approach to Sconomic Coope.:tion. 


whe 


—-~ ™“ 


» 


It is parecoxical but true that with no country in the liemisphere do we have 
more difficulty in our relations than vith Uruguay - traditionally the nost stable 
and democratically-oriented nation in Latin America. For a varioty of reasons, 
detailed below, the adverse drift in our relations in the past few years has now 
reached a critical stage, and the time has come when Urucucy, politically ina 
state of noar=paralysis (Tab A), A),and ecoromicrlly in a state of increasing deteri- 
cretion (Tab B),\neods help from us. Help, hich ean most fruitfully be accorded 
in the economic sphere, will have a resultingly beneficent effect in the political 
sphere. If, on the other hand, no tanrible form of nssistance is forthcoming, 
we can look forward vith assurance to worsened cconomic conditions and correspond- 
ingly more difficult political relations. Already the Urucuayan Covernment - 
tolerant of native Cormuniem to the point where infiltration is a serious problem - 
is looking to the Soviet bloc for markets, and no one can say with certainty that, 
in the event of further economic deterioration, Urugmy coul¢ :ithstand more 
serious economic and financial penotration. The purpose of this paper is to set 
forth some of our salion* problems in connection with Urupuay and to rugpest 
certain steps which I believe must be taken. 


Anong these problems the following specific irritants have rendercd our 
relations most difficult. 


Our countervailing duty on Uruguayan ool tops, imposed in 1953, vhen it 
was determinod th:t Ururusyan exchange afforded a subsidy to tops exporters, 
has still to be romoved, not nececssrily because the subsidy still exists, but 
because the Urugunvans heave friled to maintain a relatively st:tionary set of 
rates under vhich they could estallish statistically thot the cuty is no longer 
Suntified. 


Another sovree of irritation to Urugusy has been our F.L. 4°0 ‘ropran, 
which, thether in ectual rractice it has hamsed Urugu y's exports or not, has 
provided a convenient vhi-ping boy. lrucusyan leaders have thus been reluctant 
to accert a ;rorren for their country, but in the pest vear sonevhat hositantiy 
sought Congressional nuthority to enter an -rreement. The bill remains in 
Congress, with prospects for immediate pass-ge poor. 


that the Uruguayan economy clearly neods is a scries of conestic reforns 
coupled with a rogine of austerity internationally,the whole to be accompanied 
by a stabilization program. Recognizing the economic noed for these steps, but 
unwilling to face the political price, Ururuayan officials have several tines 
expressed their cuardad desire for a sizable United {tates loan, and have not 
hidden their pioue that one has somehow not been forthcoming. They have nevor, 
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however, defined their desires in terms of specific projects. The fact that 
Urugusy has bcen unable to unwilling to complete its membership in the IM, and 
that, even if it cid, Conressional ratification of a Covernzent-to-Governzent 
loan would be most difficult to cbtain, seen Mmsufficient to rolieve us, in som 
Uruguayan eyes, of our inwined responsibility in this field. 





Ururusyans have also been critical of cur failure to imple ent three tariff 
concessions (canned meat, picklod meat, an® ~eat exiract) nevotiated under GATT 
in 1949. ‘hile Uruguay delayed several yerrs in rstifying these negotiations, 
and while Uruguay has subsoquently violated some of its own comnitaents, the fact 
nevertheless remains that Uruguayans believe that we have legal and moral obliga- 
tionseither to proclaim the items or to proceed to re-negotiaticn,. 





To countcract this unhappy combination of circw.stances, 4A has recently 
been holding discussions with Uruguayan Arbassador ixcarte with the object of 
exploring what could be cono to increrse economic cooper: tion buiveen the two 
countries. The Auwbassador hes followed up these talks with full discussions of 
potential assis<ance at the Lxinbank, the 1°.D, the DLi, and ICA. He now has 
an excellent idea of just what, from the point of vicw not only cf legrl restrict- 
ions but also of policy, these institutions can and cannot do in relation to the 
present Uruguayan situntion. This he is reporting to his Government. Equally 
important, perhars, will be his report to the effect that not only the Department 
but also the other organizations involved «re Gesirous of holping Ururcusy at this 
time in tiose fields in »}ich help is pescible. Ti:is inpressicn I sheuld hope 
to have reinforced in lontevideo upon the orthcominy arrival of newly-appointed 
Ambassador woodward. 


~ We 





a OT 
Raving gone this far, then, and having for the first time in recent years S- 
arrived at a point where we can actually conte to grips with the Uruguayans over 
their problems, I believe it to be of the utmost importance thit we te ina — 
& 
ke 
wr: 
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position to move ahoad on ome or more specific projects, as noted below, upon 
recoiving some evidence of receptivity from the Uruguayan Governzont. 
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“ben the Uruguayan "nbessy presents ite firwres justifying statistically the 

removal of the countervailing duty, and vhen it appears thot the lrurusyan exe Le 
chanve is rensontbly stablo, I would rropoce preliminsry talks between officers ~* 
of AiA and appropriate Treasury officinls. Those would pave the wy for me to Brae 
appronch ireesury on a hicher level to emphnsiroe the utmost importance ve attach we 
to the cuty's romoval, not only on economic croundc, but as a major factor in ae 
the totelity of our relations. I would hope for your approval and support in “* 
this approach. “° 


r Ab. 


A P.L. 480 Program with Uruguay would have tho doubly beneficial effect of 
bolstering the Ururuayan economy and dampening the ardor with which the Uruguayans 
are accustcmed to attack our syplus disposal program. Given the slowness with 
vhich the Ururusyan Covernnent moves, however, it may “e nocesssry to do some 
actunl encournring to move the ronuired legislation throurh tho liruguayan Congress. 
If such an effort is succersful, 1 would hore that * vovld support ny roquest for 
@ prompt and anplo progran in Urupusy. 


pitti 
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: ' Im bis conversations vith i. heugh, Ambassador lacarte wee given some . 
*\» peason to believe that the Eank vould look sympathetically upon an arrangement 
whereby tho fank would announce a line of credit, to be used for exporter 
credits, with a spocific ceiling and for «;ecified rurreses. The Astassador 
has reported this to his Covernnont, and “A has alerted the fank to this, 
vith the roquest that it be prepsred to consider a scheno of thie nature. : 
The Bank is disturbed at the prosent size of Urugusy's corriercial debt, but 

_ 4t is probable that this can be cut sharply when the present Uruguayan wool 

_ @lip moves to market. If, as seons likely, the Uru-usyans follow up the line . 

“ of eredit idea, I should appreciate your support in a recommendation to the 

Bank thet it look expeditiously and with favor on the plan. 


Cur failure to put into effect tho ccncessions preated Uruguzy during the ” 
1949 CATT negotiaticns is clearly a breach of faith. “hether or not the Demrt- 4 
mont will be able to overcome the opposition of the Topartzent of Apriculture 
to honorirg our commitment I do not know, but I beliove wo are mrally obligated — 
to try. Iam, therefore, preparing a letter for your signature to the appro- 
priate official of Agriculture which will sot forth cur ease as forcefully as ’ 
possible. 


Pe 


ae 


er 





LiaL.F. 

Anbassacor Lacarte brs talked informmlly at the | .1.1. stout tro possible 
projects, one to expind the port of Montevidoo and ono to ¢rain a section of 
coastal swamps. Technicians of the Ilif and the IC‘, who are fnnilier with 
these projects, foel thet these projects are not of first priority. ‘The IBRD, a 
hovever, is preparing to move ahead vith a loan of {5-10 million for livestock 
ané pasturace improvement, and Pank officers have indicated informally to ARA 
that, since the Bank loan would be largoly for inported equipment, it might be 
possible for the ).L.F. to participate in the oporstion by making a loan to a 

te 


. - * > eee 


cover local currency costs. In the nesotiations for this loan it ws contemplated 
that the Covernzont of Ururuay would meet the loc] currency costs cf this 
project, and at the mnmnt it ie not established tht the Goverment itself can- 
not do Go. ‘e aro continuing to look inte this, en’ if it appocrs to be a 
practical possibility I vould appreciate your sup; crt of it in the /.1.1. 
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Dear Dick: 


I wanted to write you earlier tut 1 thought 1 had best wait 
until we received the meworanda of the follow up conversations 
on March 6 and 12 which Ambassador Lacarte held with you subsequent 
to your meeting of February 21 with him. As I wrote you in my 
letter of March 25, copies of them were inadvertently delayed in 
reaching us. Now they have been received and I and other officers 
in the Embassy have studied them carefully and are very happy to 
note that procress apmrently bas been mide in dashington with 
respct to the assistance, or at least offer of assistance, we 
night be able to grant Uruguay economically and financially. I 
think that the possibilities offered by the ix-Im Bank, the DLF end 
possibly PL 480 are most constructive. May I say here that we also 
umerstand and in fact reported as our concurrent view that a sta- 
bilization loan to Uruguay would be imprudent if not harmful at the 
moment without this country at the same time definitely and 
crecisely committing itself to certain actions on its part. The 
likelihood is that it won't do so, or at least not until after the 
national elections of hovember of this year. hay I r. turn to this 
subject a little later in this letter. 


. 
” 


a os 


es. 


' As you will see from our telegram 374 of April 1,{the Covern- 
‘ ment here through the Foreign Minister, Oscar Secco Elleuri, has 
expressed its agreenent to the visit of Vice President Nixon from 
i April 26-30.) We hope thet both the President and the Foreign 
~ Minist: r will be here, at least long enough in the morning of 
April 26 to receive lir. hixon, but if not, the Acting President and 
the Acting “oreign Minister will do so on their bchalf. 
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In my telegram 373 of March 31 1 set forth some ideas which I 
have been thinking over for some weeks timc.f I would like to take 
the lilerty to explain them to you more fully, hoping in doing so 
I am adding something constructive and helpful. I nentioned Bob 
doodward's mission here and I meant it personally for him but at the 
same time I think that the same criterion would apoly to any other 
new and experienced ambassador arriving at this post. 
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You know the situation here very well and so what I may be 
saying might not, in its entirety, be necessary. Yet I do 
believe I should write it down as best I can. As you will have _ y 
observed from our Despatch 683 of January 30/on the crisis in 
Uruguay and egain from our conversations with officials of the 
First National City Bank of New York who visited Uruguay about _ 
10 days ago and which were reported in our Despatch 644 of —~2/ 
March 26,(the situation here Is Father pertious and there has 
been little or no improvement in the two months interval of time. 
If anything, indeed, it has worsened because Uruguay has only 
been able to move half of its wool crop. Where the money will 
come to pay for essential petroleum supplies and other necessary 
imports still remains to be seen. What the econony of this 
country obviously needs as we here in the Lubassy recognize, is 
the same as that which the Depirtrnent also appreciates. in 
summery, it is a definite and possibly drastic program for 
Uruguay to come to yrips itself with its economic plight for 
which it almost entirely is solely responsible. The adoption of 
a free exchange rate for exports, the sale of its products at 
realistic world prices, the improvement of its production, the 
devotion of more of its efforts to the land rather than merely 
trying to build up more industry and create more uneconomic urban 
occupations, the restriction of its imports and the balancing of 
its budget ere obviously the ways it ought to teke to cure its 
economic ills. ‘** still looks as though note of these will be 
done, at lcest immediately. “ow the Government wants one or both 
of two things: The United States purchase at a high price of the 
remainder of Uruguay's wool clip and/or a stabilization loan. We 
realize that our Government cannot in oll probability do either ani 
even if it did so, without drastic conditions attached we would only 
be postponing the inevitable day of reckoning. 








liowever, the three possibilities that seem to have come out of 
the conversations in washington are something concrete and seem to 
be along the lines of the suggestion made in our Despatch 683 
that we at least express to Uruguay our willingness to help. We 
have hoard that Aubassador Lacarte will Le coming here next week or 
the week after and I certainly hope «h-t he will be prepared to 
explain fully to his Govermment the whole situstion. 


By several communicetions, mrticularly our telepran 369 of 
March 31,,we reported that Uruguay through its newly designated 
Ambassador to Venezuela, is going to attempt to persuade Venezuela 
to supply Uruguay with petroleum on a credit basis in the amount of 
approximately $40 million. If that does work out of course it will 
help to tide this country over its immediate difficulties. 
Naturally, we have no idea here what the reaction of the Venezuelan 
authorities would be to any such approach. 
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Should all go well, with as..ccance from ourselves and from 
Venezuela to Uruguay, the picture here will certainly greatly 
brighten; but, of course, this is all still very "ify". 





Now may I refer back to Vice President i-ixon's visit and ay 
telecrem 373 of March 31. I mentioned therein that Brtlle's 
newspaper "Accién" reported as a rumor that Bitlle would tuke a 
leave of absence immediately after holy Yeck which would mean he 
would be away from the officiel =cene here both over the Frondizi 
and Nixon visits. As I see his strategy, perhaps in the first 
instance he does not wish to play second fiddle to President Fischer 
when the president elect of Argentina comes here. In part there 
may be the same motive inducing him to be away when Vice President 
Nixon comes to Uruguay. On the other hand, however, 1 have a 
strong fecling thet as regards to Vice President Iixon, Batlle 
would be thinking of keeping himself free to jump either way as may 
suit his pelitical purposes here. If the Nixon visit is a great 
success, particularly if it generates or is accompanied by 
economic and financial assistance from the United States,then he 33 





can jump on that band wagon. If, however, no assistance is forth-, 
coming and it suits his political purposes to renew his attacks 
against the United States, he will be free to do so since he will 
not have been essocinted personally with the Nixon visit. You 
will recall your visit here last August and mrticulerly the stand 
taken by Uruguoyans at the Buenos Aires conference thereafter which 
put Secretory of the Treasury Anderson in a rather difficult spot. 


It is too early to say what Batlle will do; except we should 

keep constantly in mind that in all likelihood he wants to be 
¢ president of Uruguay beginning next year. Should Ambassador 

carte's report here convince Batlle that he, Batlle, has something 
to gain out of the Nixon visit and that it would be to his 
advantage to be around when the Vice President arrives, he may not 
take his leave of absence or cut it short following frondizi's 
visit. Interestingly enough, since I have been here he has twice 
threatened to take leave of absence saying he was going to Lurope. 
Neither time dic he do 50. So we cannot tell which way he is going 
to jump on this occasion. 
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In view of the foregoing, I think what we would vant particular- 
ly to try to do and to lay our plans for in the best long term 
interests of our relations with Uruguay is to oct the stage as well 
as we can for a successful mission of our new Ambass:dor. In this 

: light I should like to pose the following three alternatives: 
(a) that we make known to the Uruguayans in one way or another the 
straight news before Bob arrives here or through Vice President 
Nixon's visit that there are concrete proposals for assistance to 
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Uruguay. I think we may rest ass.red that the Yruguayans are 

bound to expect something tangible from the Vice President's 

visit, their lack of reasonableness to the contrary notwithstand- 
ing. Perhaps even before he comes here the news can be gotten 

out so that Bob Woodward c»n get a large measure of the credit 

and the Vice President m rely reaffirm such news. After all it 
will be Bob or any other Anbassador who will hove to stay uere 

to carry on the job and take the blame or the approval. (b) If 
there is nothing we can do for the Uruguayans the straight news 

be gotten out on this score before Lob Woodward errives here so 
that none of the unpleasantness be attached to him for the same 
reasons as above; and (c) what may be a combimtion of the fore- 
going two alternatives, to avoid if at all possible to raise in the 
minds of the “ruguayans any false hopes which would l-ter be dashed 
after Dob gets here and makes his already difficult tesk that 

much nore eo. In other words, if he comes here without any hopes 
or expectctions on the part of the Uru juinyans and if the Vice 
President merely generates a broader atmosphere of public good will 
but without pledgin: the United States either by implication or 
outright committments that may not be fulfilled, then our relations 
being pretty much at the bottom, Bob can weather them for this year 
without any stigma having fallen on him through no fault of his 

own and with the hope that later the skies will brighten so as to 
enable him to accomplish his mission eventually with success. In 
the meantime, we can quietly be working on the problems, trying 

to develop a sound tasis for their eventual resolution. 


Sincerely yours, 


By 
—s 
(Jones Espy 


Chargé d' Affaires si. 


Lrclosed is a copy of a letter J wrote to Chucl: Durrows 
on the subject of the ~ of the newly designated Uruguayan 


PS. 


Ambassador to Venezuela. 
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ARA Files, Lot 62 D 359, “American Meatpackers” 
Memorandum of Conversation, by the Director of the 


Office of South American Affairs (Bernbaum) 


Confidential Montevideo, April 28, 1958. 
PARTICIPANTS: Luise Batlle Berres, Member of the National Council of Government 


hichard Nixon, Vice President of the United States 


=o — —_———_- oe | 











Rees al, __Maurioe HK. Bornbaum (Interpreter) / “ V7 
Je Sat ‘ " Dleposition of Svift and Armour Packing Plante. rr ee ae 
px. > i a? y Se ~s ban ‘pe 
:f iTS , : , « hdede 
= Batlle Berres brought to the Vice President's attention a G4inner 

Se eee mes Se Saleng oot the Swift and = 
our Beat | Ee stated vehemently that this action had been ~ 


_ Pequired to avert « dangerous social situation — Fig prevent prolonged °. we 


and Armour 
managements to close the plants the following month, December 14. Mr. Miller . 
saw meee hy Bet ery ony! tered ern th ay eA weeny dni 4 


*@ecisions without the need of consulting the Departzent - 3 State. a a 
“geated that be had tnanised of Sur. Bikler unstier thie tes an Snveveesthest 
decision or whether it might be possible to work out a sutually satisfactory 
. solution. Mr. Miller's response was that the decision was irrevocable. . ©. 
Dr. Batlle Berres feJti very strongly that the decision had been taken vith- 
out consultation vith the local representatives of the companies concerned — 
and without any awareness of ite significance in Uruguay. He then told the 
Vice President that in his opinion it would be a grave error for the U.S. 
Government to become involved in this probles. He pointed out thet the 
Ne ee oe ee ee ere M 
tate and that it correspon¢ingly he¢ no reason Grvequest Ge eater mts 
vention of the Departazent of State. 


! The Vice President stated that the U.S. Government had no intention of | 
beconing iarolved ‘Ain this problez. what did concern him, however, was the 
meh mem enh meee gy LD. eh eat ayn 
seafudense of American investors in Uruguay's traditional respect for private’ 
. 4 enterprise with equity and justice. He stated that he had a few hours — % 
r’" "earlier received a telephone call from Senator Dirkssnen of Illinois, ~*~ *) & 
protesting against the action taken by the Uruguayan Government. = ar é 
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StS Government against this act 
— La 
Bernbaum accompanied Nixon/ en flee Jee fat ' 
ae r e &6 Fm Art frre o. 


* The financially hard-pressed meatpackers, who 
had determined to close out in Uruguay, made an offer to 
sell their plants to the Government of Uruguay, but on 
Apr. 2+, 1958, the Government issued a decree temporarily 


expropriating the plants. Documentation coftcerning the 


matter is contained in Department of State decimal file f 


411.3352. 
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sheet ‘ef expropriation*. The Vice President vas also avare of the great concern. | 
my yo Ae a ng deer tpl bead marten, ge begs aly 
their experience in other financial end investing circles in the U.5, 


Dr. Batlle responded that there vere many pirksens in Uruguay - 
that these vere at lesst six Dirksens in the Chamber of Deputies and at 
—“* Jeast three of thes in the Senate. pra eeny—enthe saadh srg Faves: = * 
igs Ceniaet ‘tho U.S, policies es C14 our Seaster Birhoen against 
8 mo Re‘ Slt that wo should uot pay too auch attention to thes.*: 
os in Seige ;; 
The Vice President eailingly remarked thet the situation in the U.S. < 
ves somevhat more complicated than would appear. A Senator's attitude 
did carry a considerable azount of weight in U.o. public opinion as did the 
attitudes of responsible and important American fires. What concerned his 
wes that their attitute was based on the apparent facts involved which did 
not perait as much stress on the political factors as was the case in +, .97-* 
_. Uruguay and which he, the Vice President, understood as aman in public ._._—. 
life himself. He eaphasized that it would be most unfortunate for the -\- 
. impression to become current in the 0.5. that Uruguay had changed its 
policy and friendly attitude toward private enterprise. He hoped thet 
this could be averted by a prompt and equitable solution to the probles. 


»* ot 
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Dr. Batlle Berres assured the Vice President repeatedly t there was 

no basis for such concern < that Uruguay's tradition end rep for fair 
theuselves represented e guarahtce against such mjustified fears. «+. 

He stated that he personally guaranteed to the Vice President that the mie 
companies vould be fairly treated end that he was always ready to speak to ©” 
them. He just hoped that they vould not convey a sislesding inmpression in 
the U.S. since they thenselves understood the necessity for the action 
teken and the certainty of fair treataent. 
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The conversation continued in this vein until terminated by the 
commencement of after-dinner toasts. 


Dr. Batlle Berres and Ambessador Lacaerte later continued the 

conversation with Kr. Bernbaus. Dr. Batlle asked for confirmetion that 

the Vice President hes assured hia that the U.5. Government vould not 

intervene in the matter. Mr. Bernbaum stated thet this was his under- 

standing. He added, however, that the Vice President's assurances had 

been accompaniod by Dr. Satlle Berres' assurances of fair treatment for 

the companies. It was his impression that the Vice President considered 

that Dr. Batlle Berres' assurances represented «a guarantees of fair treat- | 
"pent to the American firms. Dr. Batlle stated that this was'a justified ~- ~~ «-s. 
r assumption. The companies vere going to receive fair treatzent, and he 
eer™,* a | . * . ‘ 


a, ay. 2 





_ . : . e " - 
4s 
‘ r ; 

- , ° - Sa ; A 7 : ror Ty * - “~ - = = hy a = 
TE LER TR A ILE LE OE Naat. 
‘<a - = hi a — v : i i el 

. 

_- “ *—* 
~ s ° 

™ — 

4." 

1. ." 
* fe," . 

ie A ~ s 

' 

5 »* 

‘ N 








oe : SY -224S- 
Se +» BEST COPY AVAILABLE is 





a . 
; yh s ~ a Ts : ae 5.0 
<j \ was ready to discuss the probles with them. Ke confirmed, when asked, thet ~*~ 
5 (N+ “the Government's proposal in Longress for authorization to pay the companies ~”” 
for their properties, vould resain in Congress with the expectation of passage 
and eventual payment. He wes most categorical on this point. The conver- 
sation terminated with Mr. Bernbeun's request for Dr. Batlle's authorisation 
to convey his assurances the companies. Or. Batlle gave that authorization 
art with the ctatenent that be bad already conveyed such assurances directly and 
Wek would continue to do so. ga twee ak - 
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UsjeUraguaynn Telations 


PARTICIPANTS: 
the Secretary 
Nabassador iacarte — 
AP ANA = Mr. Rubottonm , 
= CoA = Mr, \etrous 
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- . - * . 2% 7 PP ’ 
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lie Aniarsaccr opened the conv«rertion by referring to Vice lresi- 
éc.at Nixon's recent visit to ‘ruguay, anf noted tht he, the Anbassador, 
had been there curiry the virit. Fe said th.t be «ns convince? that 
the virit hed boen a "orms’, success", an: thet ho felt thot it set the 
stage for incruased Vs—urugut yun cooperctiocs. 
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lie explained that the visit coincided with a poriod of econcaic Hee 
difficulty for Ururuay, about which he had been holding discussions in 
Vashington with 'S Covarment officials, and that it. Mixon and manbers ppes 
of his party had teen alle to discuss the sane problers in lortorideo. ~ 
le pointed cut that the esis cf Uruguy's <ifficultics ws its inabi- A 
lity te sell to the Ul es ruch es it bomht from that country. for oo 
exemple, te cai’, in 1957 Urugusy louht from the US over four and ons ose 
half tines ac much as it wes able to ocll in the U merket. This condi- 
tion, he added, had procuced a t-lanse of paymonts probles which had 
now becone serious. * 
The Avbacsador then cutlined the manner in which be said the tee 
fussians vero atte; ting to take advertave of thio situiticn. fe " 
described the P csinn rroer ‘ure as thrt of vurchasine Jru wyrn foods 
end of incressire © ssien Cmande in eoturn for there rurchsser. Te 
exid tbat this trond wis of course Cisturbing to Uruguay, hich pre- 
ferred to be oriented toward the US. 
about the verious conversations concerning economic cooperstion that, 


on instructions fron his Government, he ves urdlerteking in ‘achington. 


_ 
The Asbassedor then enid he would like to inform the Secretary By. 
ome 
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The most imrortant item under consi: i: tion, be vent cn, vas e forty 
million doller balance of payzsents loan about shich he ves talking 
with Mr. imugh of the Exiabenk. He noted that this subject had been 
raised vhen Mr. ‘auch ves in Monteviceo, at vhich tine it had been 
éiscussed in terms of 1 losn vith full 7oldé colirteral. The t 
Goverment nov felt, hovever, thst for rolitic:] ressons it vould be 
impossible to offer this collatersl, snd he wis explerine the possibility 
of an untacked loan such 18 he un“‘erstcod hed een granted other, in- 
cluding Latin Arerican, countries. ‘c pointed cut that Ururusy’s fie 
nancial affairs vere in the hands of responsible people, and that 
Orugusy's reputation for the payment of obligstions ves excellent. 
Moreover, he said, he hoped that the present period of exchange etrin- 
gency vould be resolved tovnrd the end of this yoor, at which tine 
Ururuay vould have for sale abroad « full year's wool clip plus one 
half of this year's currently wnsold clip. 


The ~becesdor menticned alec that ho sas holding ciscussions 
on the possible financing of cifferent proposals vith the Derclop- 
ment Loen fund, ami indicated thet he thought sone of these cis- 
cussions micht bear fruit. Fe added thet Urugusy ves also currently 
hoping for sone US actions wiich vould permit incronsed US izports 
of certain Urururran products, such as voo] tons, canned moat, an? 
voolon textiles. There ites, he caic, would in due course be the 
subject of comrmmications to the lerartzent. 


In conclusion, the *shasssdor erin stroa: od tho friendly st- 
mosphere enrencored by the Vice Tresident’s visit to Urucuay, and 
said that he believed thet this atmosphere vas en excellent ono in 
which to proceed to creater US-Urugusyan cooperstion, 


The Secretary commente! that be could not, of course, give in- 
mediate ansvers to the questions raised by the Aubacsador. If the 
ensvers could cone fron the heirt, he snid, it vould '« simple onough, 
but the questions raised had of course to ‘oe e-nsidorad thoroughly 
from a financial viovpoint by verious .5. Goverment arenciecs. lie 
eaid that, as he ‘nd rentioned in an ('S meeting reoently, the 'S 
Goverment wee are of the mrveting rroblens frced ty countries 
proéueing a fev tusic commodities, and thet he ws alco awro of tho 
ovicoent Communist intention of making capital out of theso diffiorltics. 
Moreover, he continued, this awsrenoss ente—~<iatod some of the less 
pleacant incidents wich took place during Mr. Nixon's tour of South 
Anorica, We montione’ thit tho free vorld had experienced cycles of 
presrperity and derrorsion for a long tine, on! cormorntod that some 
goverment:] atten ts to counteract de, ressicn conditious, as ih the 
case of arriculture in tho (, had raised additional problems. fv, 
bovever, there was the edced danger that the Communists, who could 
implement their policies without rerard to factors such as costs 
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the efforts he was making to increase economic cooperation 
veen the two countries would have the sympathetic consideration 


the 


vworing to 
economic 
but the 
before. 
Secretary concluded by thanking the An! assador for giving 
personel account of the presont situation, and essured 
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SUBJECT: 





Export-Import Loans to Uruguay 


PARTICIPANTS: 
Mre Samuel ©, Waugh, President, Export-Import Bank 
Mr, Walter ©, Sauer, Executive Vice President, Export-Import Bank 
Mr. Hawthorne Arey, Director, Export-Import Bank 
Mr. Vance Brand, Director, Export-Import Yank 
Mr. George A, Blowers, Director, Export-Import Bank 
COPMMES-FOr Mr, R. R, Rubottom, Jre, Assistant Secretary of State for Inter-American 
- Affairs 
Mr. Maurice M, Bernbaum, Director for South American Affairs 








Mr. Rubottom described in some detail the difficulties in our relations 
with Uruguay arising from the belief in that Government and in that country 
that the United States is indifferent to its problems ad is not ready to be 
helpful in their solution. ‘le thought that an important breach had been made 
in this attitude by the conversations which had taken place in Montevideo during 
Vice President Nixon's visit and that it was important for us not to lose the 
momentus then created. He thought that this would depend largely on the outcome 
of current negotiations for a balance-of-payments loan. Mr. Rubottom said 
that he had discussed this problem frequently and at length with Tom Taylor 
of International Packers and that there was an important difference in their 
approaches to the probleme Whereas Taylor was indignant over the treataent 
accorded his firm by the Uruguayans and felt that a solution to his specific, 
as woll as the overall problem, could be reached only on a strong guid pro quo 
basis, Mr. Rubottom believed that the interests of Mr. Taylor's company and 
of the United States as a whole would best be served by a solution of the 
political problems / 


Having said this, Mr. Rubottom said he had heard from Mr, Dillon regarding 
the outcome of his conversations a few days earlier with Mre Waugh. *his 
indicated an agreement between the two that the Bank was ready to announce e 
$25 million line of exporters credits contingent upon a settlement of the 
meatpackers problem. After a discussion of the matter, Mr. Dillon had authorized 
Mr. Rubottom to let Mr. Waugh know that he had misuncerstood the primary 
importance of the balance-of-payments loan, the granting of which would, in 
accordance with conversations in the Vice President's office, be made contingent 
upon settlenent of the meatpackers claim. Mr. Rubottom stressed that the 
line of exporters credits represented normal business and should be handled 
without any reference whatsoever to the meatpackers problem, 
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, 3 me. Wangh's requests": % 
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 eountervailing duty om wool tops and compliance with our agreement in GATT * 


1. Thet the Bank eaves to quncunes 0 line of eqpertess quedite. 


2. That the Bank arree to consicer 4 balance-of-payments loan on 
the basis of partial gold coverage and commitments by the Uruguayan Government 
to undertake necessary stabilization measures. 


~* He added that the Departaent was, in the meswhile, working , 
on ether aspects of the Uruguayan prodlen, including elimination of the 


to make concessions on three canned meat itcns, 


Mr. Waugh stated that he agreed thoroughly with Mr. Rubottom’s analysis 
of the political pmblem. The only area in which he differed was the anount 
of reliance to be placed on Urnguayan promises. ue stated categorically that 
he had no confidence whatecever in promises mais by the present Governnent. 
Re felt that a lom at this tine to that Government would serve only te ._. 
strengthen and perpetuate it, thereby rendering less likely any of the — 
remedial measures which must be taken to extricate Uraguay from ite diffie © 
culties. He conceded, however, that this was a political problem ad that 
he would, in deference to Mr. Rubottom’s views, agroe to the following, 
subject to the concurrence of his Virectore: 


le Prompt announcesent, if desired, of a line of exporter credit 
pe Se ee & B.S SS O25 niliien weld bo soveyed by the 


2. The prompt negotiation of $20 million sAancccabeomente’ — 


- Backed by the Uruguayan gold now in the United States, 


3e Agreesent by the Bank to consider, although without comuitaent, 
further assistance to the Uruguayan Voverment on the basis of stabilization 
measures to be tuken by it. 


Mr. Waugh added that eince the foregoing would be done in deference to 
the recommendations of the nt of State on the basis of political 
considerations, he falt that it would be only rirht for the Lepartament to 
submit a letter requesting such action. He felt that such a letter would be 
required by the Jank to mest the undoubtedly stronp pressure ond criticisa 
that would inevitably arise from the meatpeckers and other “merican interests. 


Mr. Rubottom responded that he thought a request for a letter was faire 
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/ | get in touch promptly with the Benk. : 
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It was suggested that the stabilisat’»: measures to be undertaken by 
the Uruguayan Goverment might, if feasiole, be worked out by that Government | 
z satepeelie aye See By cites tho Letoe spat oanton wee nyh.aeter Fiat 3 “es 
¥e ‘Aimte'a formal’ agreements ay 


Mr, Bernbaum then clarified various points raised about the Uruguayan 
attitude and the manner in which Ambassador Lacarte was reportinr the probles. Ay 
He stated that he had yesterdey brought to Ambassador Lacarte's attention the 
statement in Mr. Burgess’ letter to Mr. Waugh quotinr Mr. Fullgraff es having 
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agreed with this estimate of Ambassador Lacarte. Mr. Bernbaum stated that 

_ Lacarte was to visit the Department on Friday June 20 and inquired whether 

’ Lacarte should then be asked to r: sume his conversations with the Bank. 

. My. Waugh said that he certainly hoped that would be the case and that no 
comni 


tments would be made by the Department, 
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Dear Mr. Dillon: ~ 


The matter discussed in the attached despatch is of 
such importance in United States relations with Uruguay 
that = taking the liberty of calling it to your 
attention. 


Since I know how busy you are, I suggest that you 
read the first paragraph of the despatch which summarizes 
the reasons for which I believe prompt action should be 


taken. 


With the hope that you will agree that action shoulc 
be taken promptly in this matter, and with best wishes, 


Sincerely yours, 


he Ctrl 
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\( \ectumenurtion thot Countervalling .uty on tra cucyanm .ool Tops ve ‘esoved 





as is ro nectfully r-cocpoe le thet ctecs oe trke inpe ictely to r-cove the 
cou. Song 6) eounterwetlirg cuty ~ Tape yes wool tops without witing oy loner for 
“mn offleicsl -ritte: re -uect fro: the Uruvurger Gover cect thet this be coe. This 
™cwram itis is ite for thw mesons viich cre sae pice) Uricfly ir. tle folloving 
ist ere exe shes er Line in ancocustt pera rinks: 


(l) The Usugusyen ' cubsiay” Ch Woo. tow ro lonyp r exits. 
(") The \nited <t-tes ta suffering e ser:cus erd um: cessary cise ace in 


‘t3 ml tone vith “racury becruse of the cuuntervedling cuty wat the -nitad —tates 
oon nov tim clocpocestio cte powevill by rp cowal of the cuty > esuse the Uraguyan 
uwlte brs pecelved an emg erttec i-prevsio: of ita 1 -ortance. 


™ec Tecorci o” the cuty vill serve tet~orcrily «s 6 sublie rl tiors 
t. ve jor nore cuctrrtial ce: code esairtamce, ard orlw it less costly is ters 
ce -nited .trtes ~u.lie = iticrs to avait reci-roceligecosstsu.tive ec cle ccticns 
2 the Lm urgnn Gover aect which would verrert core susotcrtial ecco: onle eucis 
-27S the .nitel .tctace 
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‘*7) “oe rewvel of the evartervallins euty wlll proahiy act ci: ifices 
* o& the “ric t-tes voolece:bin: indu wey orccure Crucuryes ~rices vill still be 
smecr—-eitlvaly Bhi 3. evn. with the counvervriliss cut; senoved. 


(5) “here bo 
"site “Sts +f 
uve turlly sbie te e 


‘Loe tly wor ea re'u.tior in tle cucwer cul invort’nce of the 
lenis th=t could be aff cted if lmucuryer. woo: tons vere 
e270 “cnan ir the Unit € :t-tes =wnrket. 
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(1) The celcivel ca..dertion of the counterrnilin: cuty t-p cr, in org event, 


% Lrve veer nol oe tirely eoreiot: ‘Tt lie the coirhit of trit.d :t-t- cs farcaental 
~"* Be 


(7) “so "nite? Ct-t 6s ew now onlin am rdditi.cel soolewill venofit by trikinz 
the L itictive on’ not eweltincg ¢ forc|e] irs utran reuur ot for the courter-elling 
ty 29 we re Ova. 
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(1) Semel erlcul tien pverls thet the cvese-e veichted exch mre rte for 
cll Oruovucyen {> ortc en exortr is et proecet sud “cr coast inp hen bean eubetene 
ticlly chove tre oficielly ectrblichadd exch: e rte for ex orte of - =: 12yn". wool 
— TeretTore it is clecr th.t the basis ro ia" ser evizt , mrer tie -tovisicss 

? Vrited ~trtes lav, for ex al erin: thet the off cizlly estcbliche: exort rote for 
Tape ye wool tons oon titctes 4 "amidridy” e+ net vided @ counterv-ili-- duty is 
epplicevle, It eoperrs thet ro besis bss existe’ for the coumtecrvalling «uty at 
lesst almce ‘ovemoer ll, 1°57 vies the overcll exchenge r-te structure wes sierly 
werrecitte.; od, clthouwh ro ec.culrtiors h.ve been mde to -rove it, my isis for 
the cuty ~y have been e:icincted even earlier. Ic other woruc, the l.°. “overmnect 
c-cecre ct sr cent te -e in c “udious citurticn i: epolying this ecurtervcilic; cuty. 

st oly siowk:? Gur “overucert Troorrly tcke i: iti-tive in cum lyi-c with “nite 
tutes lev tut further celay £ corrective tcticr cay creete ciditio cl ~roslecs. 


“sere Ls ecclo:e , as . closere 1,,2 cr.cu..tica ty this -<ssscy of the crertge 
ol feel ( sacunyen erence rcte for 31] Lr u-yx et orts qe) isports to othcr vith 
- Lle-tisr of the coc-rrisan cetwee: this cverge rte end tie existin = officlily 
ectoo.iched eek rle > te for ox orts of Uremxym wool tow. Te chic .. tlish .s 
chet the current officicl tors r te is rouily 0. below the vei ital overnle mts 
‘or cll urcutyes crora aml i norte. 


(") Tt how becone increasir ly e>-erent thet the ¢.5. Sovernsent has been 
~ered- tir it elf tc cafer wee-oscerily s cerlous cisocévartays in its > il ticns 
with Vrusucy o7 eweltir: on oficial request ‘rao: the Urccuryss Gover rect “or recoval 
“f this eccunterwallis: cuty. The .r. saver oo er cert bos, for -everci y crv, 
opm tly erecurccs. the vite. “mem i:vtessice thrust i mcusy anc ir ober 
cwr.teles tht .m. urs fase ert trove era Ue ir. ucyer ceorory bvve ween cuffering 
4A coro er ous cie~ ver tece thn ie moully boen the ctre, “ron the ccuttervetling 
‘utr an wool toons e-" in F the i. .« wover~vert. “his imov-cssion kas row grime ach 
WL ec.pom curre cy viti in Ur. ony tht the secvel o* the coumtevallin: cuty would 
ocsult comum ur .el7 in caer more {vorn ule suslieity for the rite! t»teos then 
-e pevctionl effect a@ u.rujusynn trnde would jJurti*y. The renova. of the counter 
wailin: cuty woul’, in fret, orotkS yooh work cnr aor cizule derefit rt this tins 
to lm unyen er-orts or tle Lm uyr. ecoaty. The iri uryan Govervzent ond wool 
ceaTreherss mew this .ut the Uruusys sublie b-ve m uwcleoer umersti-srding of the 

otiare “erefore, it tov coperrs twt the (Fr co com tathorities ary moe tly 
Leve coon alibo~telr “Lictom in mucdiac a “oreci socu ct, om in ~re-cring stctis- 
tLeal fa-tivicctisn fer tic remevel of tho esunterreiling «uty, melicin: “thet r-2oval 
ov the cuty would ce of ilttle isnecicte be: efit to the ir: utyen eco omic cit ction 
em’ berles seat -« epiticict er e@ ore) S conti uctisr sc? this ror .racs Pacter 
67 ov orerte fre o-slblli¢gy of im use ovitdrdrs other eco ole cx cesnicrs | 

‘eo .-302. t-te 9» tuet es Lives! err its, viuich would Le of rach rmter ~ra ¢feal 
use “ter ~olS*S’ 71 woe to the « ruc2 — aver set *t thie time. -' tle tla 

Si cutyen Covert.cert vould Senecit “em the Prvorrole ~ublicity mos ltin> “ros re 
sowa. of the ecurmterrrilirs cut), the Cover sent c-menrs astetely to vich ct cresent 
te man’s even center ure co” the Jee emeorm din the irited -tctes ebut “nt tes 
“Pe been er letions ir or er t~ ofteds esrcecsions thrt will -rovi'e ip4', © veraale 

sullelts om ) --r% eorronie cssictance. I sus ct thet the Govercent nov forrs 

wat the ruuide meetion to recovel of the camte ins cuty wold oe oo frvor ule 
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is tum, wold -‘e it sore cecercery for th Triste Covewort to tke comstruc- 

tive cuuures to put ite eco onic ‘couse fr or cr —cacrificin: some of the commerct 
sulcidy devices which ere of short—‘ert -o itical value i= or'er to convince the 
motel otetes “overument thot sore Liters] ecsronuic assistance vould 2@ “ut to sood 
2% “floers of the “e~ert-ect any thi: thet this eneribes exazjerct« ly suvtle 
otives to irurusyen officin=ls, ut it chould be mowocvere’ tht ve cre « oflin; vith 
m exvrevely eble ~olitician Ls the rerson cf “councilor luis DTU. Serres vio is 
=aste™ dir.” the .rimmyen ctretec. 


{[) The United trtes “over acct sey now find it very cifficult to exten to 
~T.gucy in the forsee ale future the kind cf ecstouic curcessions vhich the iro.ueyan 
over cent more arde’tly .erires, such es Libere] ereii sc, since it will Le ext-wely 
“Lttieult for the .nita! totes ~orer-oent to asce this kind cf concer sicns uwitll the 
“Picutyon Gover sent either releases or purcteses the ivift :eeking . ic:t viich wos 
‘tf torveral!l temorerily* bv e ce ree of -oril 25, 1256. There any Le o se botartial 
e.uy in the golution of this pae-in: howe ro lem, tut in the aeeamvhile, it is ‘eo 
— « increasingly t-ortent thot the .nited “totes “oversant cive at lest 4 
vemee : tinal mupiic .coreusicn of bevir: ertexed frie cly ceonocle ¢ opetution to 
~%. Ware This sould accom: Ash the docsle ~rwse of giving a alc ificcct good-will 
yectere to the cxcir me the Gover nett of ir:csusy, vilcl, ville no r cl co-ce:sica 
* our onrt, woul! ler ey cuit Grver sent-ercourcged criticiss of United totes 
ecomonkle ~olicles during a very vocel eliection-eumealipm period. In other voris, ble 
“eo avrit the tlae whe the .ru.u ytn Govermmect cay finally tcke constructive econcele 
of sares thot ore increasi: ly reedcd, 1 cludin: solution of the one -ing touse ~rosles, 
ve c&l> recoce te extent te which our rel-ticns suffer ty toking e*verte ce of the very 
eet tt te .muraryen Gover net brs, for severnl y “rs, cea. @ cour. cic: the public 
_o7M® s.on thet the c-untcrvciiing ¢vtz on wool tons hes hd «4 rory oe otcrious effect 
Suen bos veen the erse. “he le”. “Over cent nov bes om Oo: o-tunity to .-is clisre- 
welon=tely frou lie onl:ion Orcs re-ovrl of the countervailing cuty,. 


(4) Doere epmetrs to ce ver Little so.elbility thet ery eip-iflerat cucctity 

“? op -377"n vool to .¢ woul Le er-orte: to the inited “t:tes in the ~rr'i-t-ble 
“ture if the eumtermilicg cuty vere no somone’. in the 27> eco of te cuty, 
“econ ins te es metett este ua, the ~rice of -P.sucymm yoo] toms woul ctill be chove 
@ worlt crice. -urtherore, vi-ved in terms o° rol: tive iccor-ncce, e @. in the 
neak pote of 195., when Ln wrts of -r.suryer tone irto the -rited -t-ter caountad to 
ome 14 eiliien -owds (w-lu d ct olictt'y over 16 cillion collerr) cur titectively 
these f--ortr coemrted for only cbout 3 cor-umt o% tofal [... woo! conzurtio. 
‘nee 195°, -misunyem tons «x orts “o the initad Ctetes beve cvirdled to only 5 few 
humired t*cuscud -cunds excuslly, ad it is ‘ery u Likely thet the relrti- ey igh 
Lo" volume eculd ever te ~eoortel. 


(") The mumler cf T.0. ervronics vhiek cre deven ent to an inportct evtert 

on t*©e cosbiny o* sw wool into wool tops cc a lnr’e “ert of thele ccrufncturing 
op sttions ber evidc tly aiclininve! since the esuterv iting uty wet ire effect 
in 2955.) +Le Timer of Lecce slents in which thic is no e Ices orm of totcl 

“ ‘tions is ore.cbly less than ten. Toe ~oszlullit’ of com uelnts or criticicns 
from th oe lomts is further recuced by the fret tact there wuld rroucly be roincreased 
t-~octa of Lr.uryen vool tox inte the L.c. in the oredictchle fo.ure if the comter 
veiling cuty vere rewvel. orecver, tie co vireizg iniiestion tht the officielly 
estebli.bead exchange mte for Urugucyan exoorts of wool tope cmn no lomcer Le 
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\ The enclosed srrorandum, which described the 


case, is not printed. 
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Editorial Note 





On Octy 20, 1958, two contracts of sale were signed 
transferring all of the assets and liabilities of the 
two U.S. meat packing plants, Swift and Armour, to a 


workers’ cooperative known as Establecimientos Frigorificos 


id 
~ 


¢ del Cerro S+Asy ead Uruguayan Army troops, who had been 


guarding the plants, were withdrawn on Oct, 275 ’ 
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Dear Bobs al 


You will «7 tia thw tis letter is moeived «ve earl fron us a 
telewtione @.ui wlevre. rog-rcing te Letest develos wits on Ge ora 
fromte 1°11 describe wc. now Just to ke certa’n thst you Leave t« flsevor 
of wi.at has Leet Ecing one 


The Export-Import Jank's rospouse Lo Lacarte's letter of Septanter 25 
regarding o delance of paynente loen was delivered to Lacarte only 6 low 
Gass aco. } Jt had been held up by diflermces of winion in the Back of to 
how to regsooud to the wortlLodexz Uruguesyan initietive and by cur inc.stenme ) 
that © positive attitude be reflected in We leticr. Vo Ad pet thal positive 5 
GA 
ig 
iy 
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attitude ineiuded in Ue sonse of kerpiry the neootiations open bt we aot 


sacceed im eltis.~ the Jax te devine exactly vi at covdtuecte it waited 


frua Be UrupuayenBe. A copy of Lie letticr is «ncloml,, 


about this letter. lic was of course gratified over ocnfirsation of the bank's 


\ * 
Dick en! 1 have spoken with Lecarte a few tices durian the Lest few cays — 
contirmed interest in the nccotistions, Lacarte was, howover, unhappy over be 
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the failure of the Bank to define in Just wict roosxects Lis cum letter vas 
deficient. As you know, he had wented the Bank io state exactly wut it ms 

‘ wanted eo that ve could then pressure bis cw povertent inte cam Bing iteclf a 
to the moceserry meae Tes. 45 Lo S000 it mow tho big prolies is ts got the »- 
, Jmguayan Coverwent to ice the necossary oc stit ents vitnost confirmation vs 
Uiet oath cc witernts would ce the job. We exml ined © Lecarte that Use Jak a 


wee relucta:t to defice ite requircoents ia Ve awrer cesired for wo reasas, 
2) 40 cid met want te Wooo inwolvwed in ay osre sially Jruguayane17 provlany 
2) mary of te Diresters wore feariul of te o!. ct «mn toe overall policy of >’ 
close collaboration wits Ue lv of a cevialio.. sms Got policy in the couse ‘ 
of Uruguay. Civen tw couwrsl desire to ko secu iug ice rapa, Ge cote 
eormus in Gx Sark was that they could tot .o be, mw rexlvin, coommeltagnts. 
Volustarily entered into by tee (rym ae Wabhent in ay vay porticipating 
in Uwe formulation of sich Cudtecnts. for Use sesea Ley did aot even 











Our various ef'rrts to cltain fomsal cancellation of the countervailing 
tity @2 *@ . Spe 2 to wave failed. —— a oe Sa ee 
corly Uis ticc¢:, ic. wrote hin a letter ex > vig it would be imorteant 
foo tle Tes... as Of the Treasury te. ive 8.0 Sof its re purewnts and cancel 


people 
Complete elimination of te differwntial. The reasns civen were legal and 
political. Trey felt tliat Use iaw very secifically prohibited the Treasury 
De varteent fro. eliminating Us countervailing dity as lone os therw was « 
@itferential vetwuoen wool tops and the peneral average as defined in Ue 
Troagury Topertiont's formila, They could not sco their way clear to cet 


; around Uds provision of tic law, Tay also felt Uist violation of tie lew, 
: even if feasible, would outall unacerptable political risks. They felt tlet 
; Cancellation wuld inevitably be followed ty tbs proapt deaand of the wool 





industry for an explanation of the basis on which camellation wes 
Since the formula em tie facts involved were already buwwn te Lo 
imdsstry it would be easy for thes to verify the violation. The me 
could easily be rencwod oressive fra: protection st proups to put 

the courtervailinr @:t7 lecislation ani cutorse it oa across the board. 

As it is tod, tiie Trens.ury leoartcnt bas acopled a papaive attitudes toward 
reported violations am! takes action only when forced to do go by tie indus 
tries concerned, Until now tle only action hes been the one against Uruguay. 
They ehedder to think of awthing forcing then to tace further acticn of this 
nature. We then went throug: we exercise of recaloulating the foruula on 
the basis of giving the Vrurpuayans the Venefit of the doubt in all cases. 


TL 
if 





. a © me. 
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Tals resulted in reducing the differential frou 5i to shout %1/2i, An attest *" 
to redsece it furtier by tncluding the vericus import tows in the calculation ** 
: failed on Ue crows! U.at the Troagary Departeont hed already nado its formla eA 


igxem and Wat this Joma did uot includes any provicions for taxes as an haw 
elevent in exchene rates. Inoalusion of this factor would hevo Lrougit to ww 
differential dow to Li. i 


After having Ciscussed with Lacarte tie bal rows of the [xertelmmort ‘. 
Barz*s lotter, 1 ict binkww avout cur wasuocessl[ul atte wts we rot acticu lw 
thie mont: «n the coumtervallin; ditye J inguire! sictier it »oull be poosible 3 
for We Uropuayan Covernunt to chanpe the rates cn a gufficient muwcr Lf \ 
import itess to eliinate the differential. Lacarte stated Uiat it would cot 
be posesiole since the ,overmunt could not see its way clear to raiq import , 
ratos until after the elections, lie confimwd, in response to ay inquiry, that 
his covermont would prefer to walt for the causplete elimization of tle 
countervailing duty than to co along with a redaction at this tine te J or Lé. 
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tion. Althcuch formal promulgation nay 4 
rior to the end of this month, we expect to pet the inforwation informally to 


’ We had hoped for completion of the F1-1\80 negotiations by this tins. 
Unfortunately the dispute over the exchenge rates has prevented that, We 
have discussed this matter with all cf the other agencies concerned ag vell 
as with £ and find that the issuc is too fundasental in our overmell PIW,i0 
progras for us to yield. A yielding on this poi:t would, accomiing to our 
EB advisers, result in the necessity to wake sinil«r concessions to cther 
countries and perhans oven to renepotiate agreezents blready wade. in this 


I can only repeat that the general atwosphcre in Washington toward 
Uruguay, tl.anxs to Dick Rubottom's unremitting ciforts, is most sympathetic. 
In ticse Gases Wiere it is uct sympatictic there is now an effective realize 
tion of the political iuportance of stabilisivg and improving our relations 
with /rugiaye Given this situation, ow failure to sot positive action tiis 
month before tie elections slioulJd cot be taken eas indicatin; failure in tie 
future. A 1 hope and expect that sost of our probl: w will be settled duriy 
the next few months, 


with best secards, 
Sirserely, 
£681 -ARh- = Hire Rubotton 
Maurice H. Dernbaus 
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Despatch from the Ambassador in Uruguay (Woodward) to 


the Department of State 








- * 
Confidential Montevideo ,December $2986. 
No. 4&38. 
| 
SUBJECT: Comments Concerning Urageayed’ Relstions wih. the Unites States 
Under New Herrerista Admin 


stration ATS 


Lagan A 
PGC. LG ON 
There is still a slight possibility that the final count & 

votes may change the narrow margin of some 6,000_or 7,000 votes by 

which the Herreristas have the majority within the Nationalist Party. 
But it now appears that the Government will almost certainly be led 
during the four years after March 1, 1959, by the Herreristas,. 





a 
) 





We are not certain in our predictions of any attitudes of this 
political group (which has been essentially in opposition for approxi- 
mately 93 years) except that it is strongly representative of rural 
interests and will undoubtedly do ev hing possible to te agri- 
cultural prosperity. The outgoing nistration obviously harmed f 
agricultural productivity over-zealous efforts to industrialize 
and to increase the prosper ty of city workers. Since agricultural 
productivity and exportation is the only way in which exchange can be 
created to permit normal Uruguayan imports, it can be hoped that d 
Herrerista measures may help promote economic recovery. 


The Herrerista segment of the Nationalist Party, which has been 
under the leadership of Luis Alberto HERRERA for over a generation, 
was friendly toward the United States and very pro-British 
up until the Terra in Uruguay in 1933. At that time, the 
Herreristas s tted this Uruguayan version of strong-man government 
and showed similar enthusiasm for the dictatorships which existed in 
Italy and Germany. This led to an orientation toward Germany during 
World War II, and subsequently led to some enthusiasm for Peron's é 
type of demagogic dictatorship. Now that all of these dictatorships /;, 
have been thoroughly discredited, there is no current indication of 
enthusiasm for totalitarian ideas in the Herrerista group. 
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Up until about ten months ago, the Herrerista newspaper, El 
Rebate, had frequent editorial criticisms and sneering -innuendos con- 
cerning U.S. policy in a large variety of matters. However, during 


2 the last six months of that period, from 18 months ago to 10 months 
GF o, when t ) Newspaper was notably critical 
of the United States and inclined to accuse the United States of 
| men of the responsibility of Uruguay's economic ills, —a | 


[ | 
REWoodward>fw— (CONFIDENTIAL 
ACTION COPY — DEPARTMENT OF STATE 


The action office nrust return this permanent record copy to DC/R files with an endorsement of action taken. 
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4 
+ Reference is to Gabriel Terra, 


’ President of Uruguay, 1931-1938, who dissolved both the ‘ 
National Council of Administration and the legislature 
in 1933, and called for a constitutional convention. 

The new constitution concentrated executive power in the 
President. 


- 


\“ Since the 1940's, the two major factions of the 
Colorado party were List 14 and List 15, the former 

lead by the sons of Jose Battle, President of Uruguay, 
1903-1907 and 1911-1915, and the latter by his nephew, 


Luis Battle Berres. 
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| the loss of Uruguayan markets for wool, this Colorado criticism | 
was matched by a trend in E] toward gradually increasing 
tolerance of United States policies. In other words, it appears 
that a 1 factor in the critical Herrerista attitude toward United 
States’ policies had been one of opposition to the attitude of the 
Colorado List 15 Government. 


So far as the general orientation of the Herreristas is con- 
cerned, a large portion of their support is probably found among 
the ranchers and farmers than any other single group; a 
majority of the ranchers and farmers could fairly be said 
to be Seapeesees of the UBD, and a majority of the industrialists 
were probably also UBD supporters. Since UBD collaboration will, 
in essence, essential to the Herreristas, the combination of 
Nationalist factors in the new Administration will, therefore, be 
conservative. On the other hand, it should be remembered that the 
concentration of property in Uruguay is decidedly limited as compared 
with most other countries and that extreme conservatism in this coun- 
try is a minor element. The new Administration may, therefore, pot 
be notably reactionary. It is more likely, its nature, to be 
anti-Communist than the List 15 Government, although several National- 
ists, while in the opposition, have been notably friendly with the 
Soviet Legation. However, it is not likely that the Communists will 
be dealt with sufficiently drastically to give them a phoney “aura 
of persecution® which would actually help to strengthen them. In 
general, the broad middle-class element that has been revealed in 
this election will be a very important bulwark against drastic change 
in policies in Uruguay--and the unusual governmental system which 
hy ne opposition unique opportunity to influence policies will 

elp this. 


Leaders of the Nationalist Party have shown, individually, a 
courteous and friendly personal attitude in conversations with 
officers of the U.S. Embassy and U.S. citizens. The 85-year old 
leader, Herrera, has been very cordial. He made a distinct effort 
to be friendly in greeting Vice President Nixon during the Vice Presi- 
dent's visit to Uruguay from April 28-30, 1958, and he came to the 
Embassy Residence to a reception for the Vice President. I made it 
a point to invite him to sit down on the sofa in the National Palace 
beside Vice President Nixon, as the Vice President was saying good- 
bye to the National Council, so that he and the Vice President 
could have their picture taken together, and this obviously greatly 
pleased the old gentleman. When I made a courtesy call on Herrera 
a few weeks later, he went out of his way to be yo pee | cordial 
even though it was obvious that he is almost totally deaf. He gave 
considerable publicity to this visit in his newspaper. (Amusingly, 
when I called on anot Nationalist Councillor, Vifia, the next day, 
he told me that the Herreristas didn't have a “ghost of a chance*® 
in the coming elections under “the old man*.) 


__... The man who will be President of the Council during the first— 


~ | 
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year is Dr. Martin R. ECHEGOYEN. He is quite widely respected 

in Montevideo as a decent, intelligent and honest lawyer. He is 
considered to be so loyal to Herrera as probably to be almost sub- 
servient to him. While he opposed ratification of the ICA Industrial 
Productivity Agreement during the discussion on this subject in the 
Senate, I expect this was more pyaprenesse of opposition to List 15 
than any real indication of feeling with respect to the United States 
or with respect to the substance of the matter. If he had | 
motivation other than “politics®, it may have been more a manifesta- 
tion of nationalistic resistance against taking advice rather than 
any feeling with respect to the United States. 


The man who would be Pre nt of the Council during the second 
ear is Sefior Benito e 
t w s ae ugh radio 
programs over severa s which apparently helped greatly to 


glean a large number of votes from small farmers whom he promised 
to help. It seems probable that he has no convictions on inter- 
national matters and will continue to be an opportunist; it can be 
hoped that he will see the greater “opportunity® of adopting a 
"statesmanlike attitude® when he is a National Councillor. (A 
gloss of his_.views on economic matters is contained in Embdes 
436 of December 4, 1956.7) 


The man who will be President of the Council d 
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as been venomous at times in 

cism 0 n ates, and it can only be hoped that 
his attitude will change when he is no longer in opposition and in 
a position of public responsibility as a Councillor, 


The man who will be President during the fourth year is Sefior 
Faustino HARRISON. He has ve appeared to be friendly toward 
the United States, and has a fairly good reputation in Montevideo 


as a competent escribano. 


One of the other two Herrerista members of the Council will be 
Dr. Justo M. ALONSO, a respected physician who is a member of the 
Rotary Club of Montevideo where I have talked with him occasionally 
and have found him very cordial. 


\ 





Given the unpredictable nature of Herrerista policies and 
measures, the Council system of government has certain safeguards-- 
in that the two Colorado List 15 Councillors and the one List 14 
Councillor will have the same leavening effect that the Nationalist 
Councillors have had during the present Administration. 


The Herrerista and UBD factions together will control a bare 


majority in both the Senate and the Chamber of Represen*-*’ = ~~ in 
the Legislativ: ". --% of the Government. It is too early to surmise 


’ 





Dot printed, fe33.00/12-usey, 
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concerning the extent of formal mwoperation that may be developed | 
between the two factions, but it is obvious that the Herrerista 
faction will not be able to pass _ legislation unless it has the 
cooperation of some other segment of the legislative bodies which 
is as large as the UBD segment or the Colorado List 15 segment. 
Obviously the 1h) a? of cooperation with the UBD are greater 
than with the List 15. Therefore, there may be considerable modera- 
tion of ideas and policies in the Herrerista leadership when they 
are in power, if for no other reason than because of the necessity 
of getting things done. 





The only existing program of the United States Government in 
Uruguay (since we do not have a real ICA program in operation at 
present) concerning which the Herrerista Government might develop 
a negative attitude is the Air Force Mission. The principal interest 
of the Colorado Government in having the Air Force Mission in Uru- 
guay was, first, to obtain the military assistance equipment which 
we have been giving to Uruguay for “Hemispheric defense*®, and pro- 
bably, second, to have both this equipment and the Mission for the 
purpose of giving the Governmental leaders a feeling of security 
with respect to unpredictable developments in Argentina. This 
latter feeling was, of course, particularly strong during the Peron 
era, but developments in Argentina continue to inspire a feeling 
of uncertainty, and it seems likely that the Herrerista Government 
will have similar motivations. This reassuring defense tie has no; 
doubt been, tacitly, in the minds of leaders of the Uruguayan 
Government, as powerful a political factor as exists in Uruguayan 
relations with the United States. We can no doubt thank our defense 
relationship as well as our fundamental ideological relationship 
for the Uruguayan measures of cooperation with the United States in 
international matters, particularly at the United Nations. It can 
be hoped that this relationship will continue. While the Herreristas, 
in the opposition, have been unenthusiastic about this “defense 
cooperation", their attitude wy  hagee ago toward the militaristic 
regimes in Italy and Germany and their subsequent attitude toward 
the Peron regime in Argentina would not indicate any fundamental 
antipathy to "militarism" per se. 


4) 
Ww 
e— 
< 
e 
zw 
= 
So 
7 Ww 
or 
ee 
- = 
<q 2 
YO 
~~ Lu 
awd = 
oe 
pm | 
a wu 
oO 
a 
ow 
ua = 
© 
oO“ 
we 
— = 
ae oJ 
om i 
ene 4 
Vv) 
=< Zz 
= 
iw Ww 
oa 
=: © 
we 


All indications we have received so far from the Herreristas 
are to the effect that they intend to adopt a clear policy of 
cooperation with the United States and the Western World and that 
they hope to have our friendly assistance. 





There would seem to be no reason why we should adopt any change 
of attitude whatever in our relations with Uruguay, as we wait to a 
see what concrete measures the new Administration will undertake 
and what general attitudes it will adopt. I believe that we should 
continue the efforts we have been making to resolve the old grievances 
and work toward new, modest measures of economic and financial 
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cooperation. We should assume that the new Administration will 

have as much interest as (or more than)the present Administratian 

in such measures as possible Eximbank assistance and proessse DLF 
loans, both for the telephone equipment and possibly to supple- 
ment the prospective IBRD loan for rehabilitation. The need is so 
great for the surplus tobacco and cotton which would be delivered 

under the PL 480 agreement. that is being negotiated that there can 

be little question but that this negotiation would receive the | 6 > 
unqualified approval of the new Administration./ In any event, the \~ 
sales transaction should be completed long before the new Administra- 


tion comes in on March l, 1959. 


The yeneral feeling among businessmen in Montevideo is that 
it was a great misfortune that the UBD did not quite obtain a majorit 
within the Nationalist Party. At the same time, there is very genera 
relief that the List 15 people are going to be out of the Government. 
The List 15 leaders, particularly Luis BATLLE Berres, have been 
widely disliked and feared by responsible citizens because their 
motivations had become so exclusively those of wazdpoliticians who 
have decided any and every issue on the basis of how many votes 
the decision would bring in. This narrow, parochial attitude has 
now been proven to have been mistaken. It seems, in fact, that the 
Uruguayan pocese have had a greater and more responsible concern 
~/ «a long-term interests than their governmental leaders have 
shown. = 


“y 
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To my mind, there are a number of very reassuring conclusions 
to be drawn from the recent elections. First, it has been revealed 
that the rigidity of party affiliation in Uruguay was not as ossified 
e 


— 


as had been generall ved, and it has been proved that people 
will change parties (for the first time in 93 years, for any large 
majority) when sufficiently dissatisfied; this is reassuring for 

the future of Uruguayan democracy. Second, it has been revealed 
that the size of the vote that has been susceptible to the cheap, 
demagogic, short-term appeal of the present leaders of List 15--even 
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~v For the text of ri 480, the Agricultural Trade Development 





and Assistance Act of 1954, see 68 Stat. 454. 


b ee BY 
Reference is to the Agricultural commodities agreement ys 
= = 
c e@ehame effected by an exchange of notes, signed at Montevideo, 


February 20, 1959, and entered into force the same day. For the 
yr wc ta lr 


Opin : 
text of the agreement, eee, Hreatios and Other Internaitonal Agreements (u 57) 
, 





the/ Uni f P vol. 10, p. 161. 
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with the help of thousands of Government eereee= not been 
as large as we had feared; this is a very lesome indication 
of the strength of middle-class opinion which has some solid stake 
in the economy and social system of Uruguay. Third, the former 

sition won the elections a arte ot | large majorit 
there is literally no chance of any attempt at a coup or “palace 
revolution® on the part of List 15 to retain power, even if there 
had been any such chance with a narrower majority; it is good for 
the permanency, growth and reputation of uayan democracy that 
this temptation does not exist. Fourth, it is reassuring to note 
that, despite the powerful attitude of “protest® that motivated 
the voting during these elections, the Communist Party--which has 
had complete freedom of operation in this country and tried 

ne to round up every vote it could--was able to obtain 
only about 2 4,000 votes, not a to increase its present Con- 
gressional representation of two Deputies out of 99; this,to my 
mind, is av significant revelation of the strength of the demo- 
cratic convictions of the some 940,000 Uruguayan voters who showed 
no interest in communism. Fifth, the v close division in the 
Nationalist vote between Herreristas and --now within about 
6,000 of each other--should promote a cooperative working relation- 
ship between these two wings with wholesome effects for the country, 
particularly when combined with the vivid example of the disastrous 
political results of Sr. Luis BATLLE Berres’ having harbored and 
nurtured personal animosity between List 15 and List 14 of the 
Colorado party; this situation offers real hope of further construc- 
tive and interesting development of the unique Uruguayan system of 
elections and Government. 
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This Embassy, like most other political prognosticators and 
its in Uruguay, was resigned to a continuation of a List 15 
vernment by a small and unworkable os and the Embassy was as 
sumneieed as were the Herreristas themselves at their victory. 
After a few days or reorientation,however, the Embassy is inclined 
to be optimistic and to believe, for all the reasons outlined in 
the poosensne paragraph, that the elections offer much more ising 
possibilities for Uruguay and for ee States relations 





than we had expected. 
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Robert F. Woodward 
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Memorandum from the Assistant Secretary of State for 


Inter-American Affairs (Rubottom) to the Under Secretary i 
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* re 
of State for Economic Affairs (Dillon), 


. Confidential Washington, February 3, 1959. 
SUBJECT: Removal of Counterv-i-igg Duty on Uruguayan Wool Tops 


According to the latest Treasury calculation, recently imposed surcharges on 
certain categories of Uruguayan imports have raised the weighted average 
exchange rate to 4.25 pesos per dollar, as compared with a wool tops rate of 4.11 
pesos per dollar. Applying the formula used in imposing the countervailing duty on 
Uruguayan wool tops in 1953, Treasury concluded that no subsidy of Uruguayan wool 
tops now exists and that the countervailing duty should be removed. Last veek 
it informed interested members of Congress and key persons in the U.S. wool trade . 4 
that an order to this effect would be issued in ten days, that is, on February 5. 


It is my understanding that the head of the National Wool Manufacturers 
Association of this country has protested Treasury's proposed action, informing the 
Treasury that the protest would also be lodged with members of Congress and with 
the White House. It is the contention of those protesting that Treasury should 
use a different formula, comparing the wool tops rate, not with the general average 
rate, but with the greasy wool rate, now 3.46. Use of this forma, they maintain, 
would show wool tops still to enjoy a subsidy of 19 per cent. 


At the time of imposition of the countervailing duty in 1953, the formula 
proposed now by the National Wool Manufacturers Association was considered by the 
Treasury. It was, however, not adopted for two main reasons: (1) That it was not 
believed economically justifiable. In the absence of an income tax, the exchange 


rate system in Uruguay (as in various other countries) had become an instrument & 
of taxation. Consequently it could be logically argued that only the difference 
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between the general veighted average exchange rate and the tops rate constituted 
& subsidy to the latter. The difference between the average rate and the lover 
greasy wool rate could be looked upon as an export tax. (The validity of this 
argument is supported by the fact the countervailing duty under Treasury's formula 
has been sufficient to halt shipments of Uruguayan tops to the U.S.). (2) Thet it 
was not adzuinistratively practical, since it would open up the possibility of 
countervailing Guties for a vast array of products, for example, on exports from 
Brazil of finished timber vhich receives a substantially higher exchange rate than 
crude timber. 


The formala selected by Treasury for imposition of the countervailing duty 

in 1953 was sanctioned by use again in 1954 when the duty was lowered from 15 per- 

cent to 6 per cent, and it is the basis co which the possible removal of the duty 
bas been discussed by the two governments in subsequent years. ss _ 


You are vell avare, I knov, of the harmful effect which the countervailing 
Guty has bad in our relations with Uruguay in recent years. That its removel is a 
matter of great interest to the newly elected government of that country hus already. 
been indicated to us by one of the leading figures in the new group. Sericis reper- 
cussions would inevitably ensue from our failure to proceed with removal of the 
countervailing duty on the basis of the Treasury forma. 


I therefore believe it is of paramount importance that we do everything ve 


ST eae 


SS neater as oaurpeaith 


“ 
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| prafted by Jackson W. Wilson, Officer in Charge 
of Uruguayan Affairs of the Bureau of Inter-American Affairs. 

A handwritten covering note from Rubottom to 
Dillon reads: “This is for your use in case Treasury gets 
faint-hearted. So far, they are standing firm.” 

A handwritten covering note from John M. Leddy, 
Special Assistant to the Under Secretary of State for 
Economic Affairs, to Charles S. Whitehouse, Special 
Assistant to the Under Secretary of State for Economic 
Affairs, dated Fey, 4, 19 ff, reads: “Treasury tells me 
they have no intention of backine down on this and will go 
ahead tomorrow with the action reécinding the duty. I am 


informing ARA." 
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Telegram From the Embassy in Uruguay to the Department of 


State, October 6, 1959 (5 pages of source text), not 


declassified. (Department of State, Centrai Files) 
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Porticipante: 
U.S. Orusuay 
Tho Presiceat Seaotor s DATLULE Derros 


Acbassedor Nobert F. Woodward Deputy Jorge DATLLE Ibafiiez 
Mejor Jobo Ciseahower Sr. Lois DATLLE Ibefez 


Colonel Vernoa Valtors 


Subject: Conversetion Dori Courtesy Coll of Senator (forcer - 
Presiceat) Luis DA Derres 





Seastor Luis UATLLE Derres, accompanied by his two sons, Jorgo 
Batlle Ibefez (who is now e Deputy ia the Urugusayeu Chamber of Deputies 
aod he pees edministrative maneger of the Colorado List 15 news- 
peper ACCIG!) aad Luis Batlle Ibefez (who is @ cuncert piseaist 
jost beginaiog his cereer) called oa President Efseahower on Merch 2 
at a few cinutes post 9:00 p.m. and telked with the President for about 
20 sinutes, in the company of Acbessador Nobert F. Woodward; Major Joho 
Eiscahower; eud Colonel Veraoo Naelters, the President's iaterpreter, 
Seostor Betile ioquired about the bealth of Mre. Eiseubowor end expresseu 
regret thet she bed not beeo able to sake the visit to Uroguay end the 
other countries of South America, Prosideat Eisenhower iaguired about 


Sra, de Cetlle end recalled the pleasant vieit that he bed received 
froma forocr Presideat Betlle end his wife ond two sons at the White 


tlouse ia 1955. 


Tue Presideat aod Seastor Datile reminisced briefly 





ree 
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about Senator Batlle‘s visit to the United States, President 
Eisenhower remarked on the very warm reception that he had received 
from the Uruguoyaa people during the ofterocon, and then Senator 
Batlle comented apologetically about the irresponsible actions of oe 
vory small oumber of university stuGents, President Eisenlower 
replied that {t was epperent thet the great majority of the Urugua- 
yeaos who greeted him were very friendly and thet he wes very eppre- 
ciative of this warm welcome, He seid that he did not consider 
the student demonstretions of any significence sod thet he was oot 
worried ebout the kind of bonbs Seas beabs) which the students were 
rucored to be preparing, Ie alluced, good-humoredly, to the fact 
thet he had been exposed to more dsagerous bombs than these without 


ill offects, 


President Eisenhower commented that these minor criticigns were 
nothing ss compared with the ones that he has been receiving from 
Cube, cad he said that this situation poses s serious problem for 
the United States. Senostor Betlle seid tnat while Fidel CASTRO had 
bed great prestige throughout Latin America as e revolutionist, he 
had lost that prestige eas a governor. He repeated this observation 
three times, wishiog to cmbhasize it. In the course of emphasizing 
this point, he said that the countries of South America could oot 
permit comounism to gain cuntrol in Cubs, The Prosident commented 
thet this is really oa presses for the Organization of Accrican States, 
and the countries of the Western Hemisphere as a whole. After restat- 
ing bis views in various ways, which seppeared to be entirely critical 
of the Cuben Govoroment, Senator Batlle departed, 
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The President Mr. Hagerty 


Secretary Herter Major Eisenhower 
Ambassador Woodward Lt. Col. Walters 
Interpreter 
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A - Mr, Rubottom 

Amembassy Montevideo - 
mbaésador Woodward 
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President of the National 

Council of Government, 

Sr, Zenito Nardcone 
Councillor Victcr i°.cdo 
Councillor Faustino Harrison 
Councillor Martin R. 

Echegoyen 
Councillor Justo M,. Alonso 
Councillor Pedro Zabalza 
Councillor Ledo Arroyo 

Torres —_= * 
Councillor Hector A. Grauert 
Councillor Cesar Batlle 

Pacheco 
Secretary Manuel Sanchez 

Morales 
Minister of Foreign Rela- 

tions, Homero Martinez 

Montero 
Aide tc President Eisenhower, 

General Enrique Magnani 


President Nardone opened the discussion with a short explana- 
tion of the nature of the National Council of Government, stating 
that this body, with the Minister of Foreign Relations present, 
constituted the Government, which welcomed the President of the 
United States as a representative of the cradle of democracy and 
as a defender of all the democratic institutions of the world, 


He called attention to the function of the minority in cross- 
checking the acts of the Government, to Uruguayans' pride in their 
democratic processes, and to the democratic transfer of authority 
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when the previous Government was defeated at the polls after a long 
tenure in office. 






Uruguayans are devoted to peace, he said, as a matter of 
national conscience, believing that only in peace is it possible to 
make just solutions of the problems of the people, Uruguay has 
economic and financial matters to work out but wishes to do this 
within the pattern of continental collaboration and welcomes the 
discussions in the Americas which have resulted in creation of the 
Inter-American Bank and other institutions, 








President Nardone, on behalf of the whole council, then invited 
President Eisenhower to express his views on international political 
problems, 







President Eisenhower responded that he would be pleased to 
Speak from his experience both in the armed forces and as a states- 
man. War is absurd and peace is imperative in the present circun- 
Stances, he said, when a great city such as Montevideo could be 
converted to dust in seconds, The Soviet Union on one side and the ° 
U.S., Great Britain and France on the other have such destructive 
power that even a surprise attacker would himself be destroyed, 
The President repeated that with nuclear weapons a general war 
would be absurd, He went on to say that there is reason for hope 
for the future but the cost of maintaining deterrent power to 
prevent ayression is tremendous, It necessarily involves diffi- 
culties for the maintenance of living standards, education and 
well-being of our people, While the smaller nations cannot 
participate in this militery activity, all the Western countries 
must be firmly united spiritually, The President wemed that the 
Soviets, recognizing this situation, are going to try to lull the 
West into a false sense of security and will resort to propaganda, 
subversion and infiltration to seduce other peoples to deliver up 
their sovereignty end freedom, He pointed out that the countries 
in the greatest Canser are those on the Asian and European periphery, 
mentioning specifically Lacs, Cambodia, India, Formosa, Viet-Nan, 
Korea and Iran. We must furnish a great deal of assistance to 
prevent the developnent of movements of disintesration in the 
western world and among free peoplics, 
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The President said it is indisp<cnssbdiec to give the peoples in 
Asia anc Africa, living in misery un'cnown in the Anericas, the 
hope and the opportunity to improve their living conditions throu! 









tine type of assistence witch will enesh3e then to attain this objec- 
tiv.. At pres.otl the U.S. 45 Sprinting 45 billion dollers eae year, 
60 per ecnt of its butsrt, for militar; prypot.s to atture our 
provection and maintein the shield benti.41 which our people may Wor. 
iis yoar, he agid, we are requesting o Con-ress to provide 
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“4.2 billion for progrot tceciwical assistance, evonumie sid, 
and defense support. The capacity to carry ovt +343 progeom 
depends upon the maint. sance of fiscal Stavility and che ‘lve of 
our money, Without resorting to inrlation, Tie U.S, has sany | 
{nternal problccs but the most iinportant is to maintain a healthy 
cconomy and prove to the world that we are e/siing finanefsal 


responsibility, The U.S, will never refuse to gid, nov will 
abendon, a friend who is sincerely working, raking an effort to 
secure his livelihood and to improve the living conditions of the 
reople. In such cases, within the franeuork of its world respen- 
=4%4 ri 
hat 


s4bi] ities and within ihe Limitations o ‘*ourees, the U.S. 
ric d, 


will do everything possible to assist th 


- 
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President Eisenhower reiterated his conviction that the free 
world will have the necessary strencth to sssure its own security, 
2nd concluded by saying he would be pleased to try to anrver any 
specific questions which the Councillors right wish to ask, 


After President Nardone thanked President Eisenhower for his 
remarks, the latter said it would be useful to him, on the eve of 
“The new conferences in Kuropay if he could know if the Counciliors 
had any objection concerning what the United Steves was trying to 
do, if the U.S. is mistaken in its policies or should modify them, - 
He said that one of his purposes in visiting latin America before 
going to Paris was to obtain the opinions of these countries. He 


requested that such views be expressed to the U.S. Government 
through official channels, 


<vT 


President Nardone's statement that the Council shared and 
wished to strengthen the policies that are being carried out by 
the U.S. to defend democratic principles was seconded by 
Councillors Arroyo Torres and Batlle Pacheco of the Opposition, 
Councillor Hsaedo commented that, in this case, he agreed with 
the Opposition. He went on to say that the reception given to 
President Eisenhower would have been duplicated if he had come 
as a private citizen, Councillor Batlie Pacheco joined in this 
sentiment, saying that the President interprets exactly the 
North American nation and its giorious past, 
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President Nardone then expressed Uruguayan thanks for the 
collaboration of the United States which had restored optimism 

to their spirits in the difficult period of the floods,<and con- 
cluded the meeting with the presentation to President Eisenhower, 
on behalf of the NCG, of a medal as a memento of the occasion. 


Cw 
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© reference is to the forthcoming meeting of 


uchtdultd 


Chiefs of State and Heads of Government, shieh-was to be 


Aur it 
held in Paris om the week of May 16, 1960. Documentation 


on the subject is printed in (Fereign-Reiations,-2968-68-5-V¥ei+--- 





eompiiation----~------------------------------ ). 
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7 Reference is to severe floods that Uruguay experienced 





in mid-April 1959. The Government of Uruguay declared a 

state of emergency on April 16, 1959, and the U.S. Of. 
provided some medicines, emergency rations, and water 
purification tablets, and diverted the U.S. Edisto, an 
icebreaker carrying two helicopters, nlek-wes returning from 
the Antartic, to assist the Uruguayans in rescue operations. 
At the end of May, the U.S. sent a Bailey bridge to replace the 
vital railroad bridge over the Queguay River, which had been 
washed out by the flood. The temporary installation 

reopened the only rail line to the hardest hit northwestern 
area of Uruguay. Documentation concerning the subject is 


pt 0 f 
contained in,83?2.49. 
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Department of State 
Limited Official Use Montevideo, August 26, 1960. 
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Relations between the Uruguayan Government and the United States Gx 

are at present very cooperative, This is important to the United States bécause 

Uruguay still possesses special international prestige, And Uruguayan governmental 

cooperation is well supported by Uruguayan public opinion, There is increasing 

awareness in Uruguay of the danger of international communism; Uruguayans consider 

Uruguay impregnable to communism, but communist and Cuban propaganda is persistent, 


and communist influence in Uruguay is strong smong a minority of the labor movement ~ 
and a minority of the teachers, 






’ 


The present Uruguayan Administration is definitely more conservative than the 
preceding one, It is slowly stabilizing the economic and monetary situation of 
the country, slowly restoring egricultural productivity and slowly rectifying the 
imbalance in international trade, Whether it will succeed in doing this suffi- 
ciently to win again in the November 1962 elections is a moot point and may depend 
in part upon economic development projects in which foreign credit assistance may 
be an important factor, Also, economic progress in the next few years depends in 
large part upon greater agricultural productivity (and luck with world prices) and 
the agricultural potential in Uruguay appears rather limited, 


in the past but has tended to stagnate somewhat because of inefficient use of 
manpower, lack of leadership, and lack of productivity to pay the bill for social 
services, Although “welfare-gtate” services and public ownership of utilities 

and industries have been conspicuous, the economy is surprisingly capitalistic 

and ownership fairly heavily concentrated, While economic stability will probably 
be achieved and economic activity in the country substantially improved, there is 
considerable question about the possibility of Uruguay's being able to equal the 
future progress of the larger South American countries with more varied resources, 


Uruguay has bad an interesting and unusual economic and social development f 






The domestic political prospects are largely conjectural, with no clear indi- 
cation of outstanding prospective leaders and as yet no basis for predicting which 
parties may gain more public favor than others, In this state of flux, however, 
the probabilities of continued orientation of the Government toward the United 
States and the Western World are good, 
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r= Relations between the Uruguayan Government and the United States are very 

~ =  » good to excellent, The present (Blanco) Administration which came into power on 
ie March 1, 1959 is thoroughly convinced that international cooperation with the 


United Stetes and the Western World is advantageous to Uruguay, and the only 
natural and consistent line for Uruguay to take in view of its own long political 
and economic traditions, This is a soteble improvement over the situation that 
existed during the preceding (Colorado) Administration, The sain segments of 
both large Uruguayan political parties, as well as the Catholic (Union Civica) 
perty all have extremist fringes that are inclined to be nationalistic and to | 
temporize with comeunism - in the sense that they tend, in the Cuban style, to 
sympathize with efforts to improve the living standards of the masses, even at | 
the cost of dictatorship for the proletariat, the subordination of civil liber- 
ties, and the ignoring of private (particulerly foreign) property rights, But 
the two gain segments of the Blanco party have far smaller such fringes than 

the List 15 Colorados, the larger of the two main Colorado segments, 


The smaller of the two main segments of the Colorado party (List 14) is 
more moderate in its economic and social views and has been consistently friendly 
toward the United States for years, as exemplified by the utterances of its news- 
paper EL DIA, Even the List 15 segment of the Colorado party has been at least 
as cooperative in its attitude toward the United States since it left office on 
March 1, 1959 as it was during its own Administration, Evidently, the main body 
of List 15 - except for the extremist fringe - appears es convinced as are the 
Blanco groups that cooperation with the United States end the Western World is 
the only natural and consistent line for Uruguay, And even the extremist fringe 
of List 15 is inclined to edmire many aspects of the United States and its 
policies while likewise taking an interest in other methods of bettering the 
lot of the masses, — “s : 

Therefore, the majority of Sengnajen citizens clearly support the attitede 
of the Uruguayan Administration toward the United States, (Perhaps the most 
important effect of the visit to Uruguay of President Eisenhower was to precipi- 
tate a display of attitudes which showed 11 Uruguayans vividly that the greet 
@ajority of themselves epprove of the United States and its policies, This, and 
the converse discovery that militant critics were e small minority, bas tended to 
give many Uruguayans sore courege and gore conviction and more inclination to 
align themselves sIFR with the Ceusenatee he as ero by the United 
States.) sou a . 

. : : 9,4 a a ~*~ =~ hy : 

) Successful. United States efforts to elear away points of irritetion in 
Uruguayan-U,5, relations, and to develop cooperative programs between the two 
countries have undoubtedly been a substantial factor in the improvement of 
relations, although the advent of the Blanco Administration on March 1, 1959 was 
undoubtedly the gost important factor, 


Importance 10 the United States of Good Relations with Divguay 
Although Uruguey does not stend out among other nations as conspicuously as 
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‘three or four decades ago, it is still wisoskiaty’ useful to have al see 2 ‘ oe 
support for United States policies and actions, Uruguay's international repu- 
tation as a country of democratic, educated, and liberty-loving people has given 
Uruguayan attitudes and views more weight at international meetings or in inter- 
national public discussions than the attitudes and views of any other small 
country of the Western Hemisphere, Uruguay continues to be the most outstanding 
small country in the Western Hemisphere in many respects: It has the most . 
firmly-entrenched democratic traditions and institutions, including a permanent 
Electoral Court to supervise all national elections, It has the most democratic 
form of Government in the American Republics in that there is the least oppor- 
tunity for any one man to attain conspicuous authority, It has a practically 
completely graft-free Government, It has the most complete religious freedom 
and the most absolute separation of church and State. It has had professional 
armed services, divorced from participation in politics, for longer than any 
other Latin American country, It probably has a smaller percentage of illiter- 
ates and @ larger percentage of newspaper readers than any other Latin American 
country - with a deeper devotion to all forms of civil liberties, 


ruguayan Attitudes towa nism and the Soviet Bloc, 


Those Uruguayans who have been interested in the professed advances of 
communist States in guaranteeing at least minimum “social security” to their 
populations are now becoming aware of the ruthless dictatorial and police 
methods that have been required to do this and of the total ismorality of 
communism whenever this serves communist purposes in relations with countries 
outside of the Bloc, These Uruguayans are confident that their country is 
basically impregnable to the dictatorial or police-state ideas of communism, 

But, since such ideas have begun to take hold in Cuba, their confidence is 
beginning to be shaken, Many Uruguayans, moreover, have seemed to have an 
attitude bordering on irresponsibility about the threat of communist infiltration 
and subversion in democratic and uncommitted countries in other parts of the world, 
For example, some Uruguayans have not seemed to realize that visits of curiosity 
to the Soviet Bloc have the effect of subtly enhancing Soviet prestige and lulling 
gullible peoples in other countries into less concern about the dangers of communist 
propaganda, infiltration and agitation, It is to be hoped - particularly in view 
of the developments in Cuba - that such Uruguayans are beginning to understand 

that any act of theirs which shows intellectual benevolence toward communist 
countries has the effect of raising communist prestige and endangering other 

more vulnerable democratic Agree pot , ony on the mpey of the Bloc but 

even closer to Uruguay. 


- ~~ °*a ~ 


After completely free political otitis since 1920, the Ginanintn Communi st 
Party won 27,000 wotes out of one million votes cast in the November 1956 national 
elections, The most the Coemunists have ever won was 34,000 in 1946, Urugquayans 
have not seemed to realize that other poorer and less-educated peoples in other 
countries would be far more susceptible to communist blandishments if this same 
degree of freedom of activity were to be permitted, ~~. 


The steady cumulative effect of news stories and other sources of informa- 
tion has undoubtedly tended to make Uruguayans more realistic, but Communist 
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Uruguayan Econoaic Improvenent. 


| The present Uruguayan Administration has moved slowly to improve the country"s 
economic situation, It hes succeeded so far in stabilizing the international 
value of the Uruguayan peso, in taking a major step to eliminate the system of 
gultiple exchange rates with many beneficial results, in coming closer to belan- 
_ Cing the budget, in significantly restricting credit, in stopping the drain on 
the gold balances of the central bank, and in slowing down the increase in the 
cost of living, A major benefit from the elimination of the system of multiple 
exchange retes was to place international trade at the beginning of 1960 on «a 
completely oultilateral basis and eliminate bilaterslism and discrimination, 
Another benefit was to increase the effective returns from important export 
products, creating new incentives for additional production, Another benefit 

to the economy was the elimination of costly subsidies of certain imports, both 
for consumotion and for sid to iadestry. 


The Blanco Administration has shown an edmirable steadfastness of purpose 
in proceeding with steps toward economic stabilization, ower the obstacle of much 
clamor from the Opposition and particularly the Communit: awd their Socialist 
allies, Moreover, slow governmental procedures hed bect sede slower by many 
differences of opinion within the Blanco ranks and by the exceedingly slim Blanco 
majority in the Legislature--5S0 out of 99 members in the Chamber of Deputies. 
Much of the credit for the progress which has been oede is due to the Minister of 
Finance, Contador Juan AZZINI, who has @ clear conception of his course, and to 
the comparative political imperturbebility of the two asin characters in the 
nine-man Presidential Council (the National Council of Government), Chaircan 
Benito NARDONE and sext-year's Chairman, Victor HAEDO, 


The steady inflation that hed come about from years of everepenting and 
subsidizing favored urben and indvstriel elements in the population hes had the 
natural effect of raising living costs in comparison with individual income, 
After having spent and subsidized for years to perpetuate itself in office, the 
List 15 Colorado Administration became discredited because the voters began to 
discover that they had to pay the bill through reduced individual real income, 
And then, ironically, the one period in which this tread was felt the most 
keenly was the part of 1959 after the Blanco Administration took over on March 1, 


Im recent sonths, wage increases in gany industries have been greater than 
cost-of-living increases, tending partly to restore real income, The Government's 
four-year budget is about to be passed by the Legislature with substential wege 
increases for Government employees, which enticipate to some extent the fact that 
increases cannot be made again for four years, <A lew recently passed modestly 
increases a large proportion of existing pensions to sake income catch up at least 
in part with increased prices, When these and various other pending edjustments 
in salaries and wages ere made, it is the Government's intention to adopt « wage 
policy, that, henceforth, wage increases shall not be larger than increases in 
the cost-of-living index, 
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It will remain to be seen whether the Blanco Admini stration can promote 
sufficient improvement is the economy of Uruguay before the next nsetional 
elections in November 1962 to be able to win, This will depend partly upon 
the success of the Admiaistration in developing sound economic PWT: 
projects and obtaining the Ssnengres for thes, : “a 

~ The success df the Blanco Ldaiai stretios will also dial in part upon 
World demand and prices for wool and beef and upon the increased quantities of 
these and other products that can be produced in Uruguay, Uruguayen egricul- 
ture - particularly the wool industry - was heavily taxed through low exchange 
rates and therefore low receipts in the multiple exchange-rate system, Agricul- 
ture was forcedto operate upon such a low-cost basis that large farms became 
larger with fewer workers, which browght about a decline in total sgricultural 
production and even in the sumber of individual farm operators, The smell 
farmers were badly squeezed and became the most neglected identifiable segment 
of the population, 





The present Uroguayan Administration represents, in par, @ reaction to 
this sitwation, The Herreristse Blancos, who now control the Executive branch 
of the Government, have a prepooderance of their supporters in the rurel areas 
and the small towns, And Sr, Benito Nardone, whose Liga Federal or “Buralists* 
joined forces with the Herreristas in the last elections, is the spokesman and 
leader of the small farmers who vigorously protested their lot, 


Undoubtedly, considerable improvement can be made in Uruguayan egriculturel 
productivity without increasing costs more than increasing productivity, and 
this possibility will be enhanced by progress in the science, However, the 
additional effort and management required on the part of ranchers who have been 
accustomed to extensive rather than intensive techniques will retard such indi- 
viduals who do not see much prospect of individual profit - even though the 
nation as « whole gay badly need increased productivity and export trede, More- 
over, Uruguay's natural edvanteges for beef production ere not as great as those 
of Argentine, and the small size of the country and modest quality of the soil 
plece a natural limitation on the expansion of Uruguay’s agricultural exports, 


Despite degree of inflation which has increased prices more than it has 
wages, Uruguay probably still possesses a larger percentage of population who 
ere fed, clothed and sheltered reasonably well than-any other Latin American 
country. An ECLA study showed that, in 1956, about 78% of the Uruguayan popule- 


tion bed a productivity of over 400 US$ per aire which was the highest recorded 
in Latin America, 


Oruguay hes long had the international reputation of having the largest 
proportion of pensioners, the largest variety of other social security services, 
the largest proportion of Gevernment employees, the gost public ownership of 
utilities and industries, end the most “welfare state" institutions in general | 
of any Latin American country, On a comparative basis, this is probably true, | 
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"l 4.) For campo 7 ‘are about 260,000 pigleaons — about ‘100, 000 others who 
<<) are eligible but who have not been able to obtain pensions as yet because of 
=} delays that ere fundamentally due to depleted pension funds that have made loans 
to the Government, There is a System of small “family allowances” which are 
. _funced like pensions and supplement wages, and there are unemployment funds, 5 
i" For medical and hospital services, the population is about equelly divided between 
* . those whose income is low enough to make them eligible for public health services 
and those who are members of one of the many “mutual” health insurance societies; 
.  4t is estimated that only about 5% of Uruguayans now depend entirely upon the - 
2 private direct purchase of medical and hospital services, All of the utilities 
in the country except the (British-owned) Montevideo gas company ere now owned 
by the Government, And the Government monopolizes petroleum refining, most 
liquor distilling, a large part of gasoline distribution, a large part of cement 
manufacturing, fertilizer - chenical panatocturi age ro and fish distribu- 
tion, and sasurenee, : = ; 


;eree"er . 


“wre 


There is very little atiie siantettite of neve in Druguay and the funded 
foreign debt is well uader $100 million USCy, 


Despite the reputetion of Uruguay, heviever, the backbone of its economy is 
private capitalism, ownership is concentrated in a surprisingly small proportion 
of the population, and the economic and social attitudes of these capitelists 
are, on the whole, not conspicuously enlightened, About 35% of all the arable 
land in the country is concentrated in the hands of about 600 families, and the 
concentration of the ownership of industry is probably about the same, Farm 
workers average less than $20 USCy, a month plus room and board, and ordinary 
industrial workers average from $60 to $80 USCy, a month, plus about 20% more 
from the ait for Lapse funds and other social security payments, | 


Also, some of the wealth that hes built Montevideo into an impressive city 
for such @ small country has come from persons who have found Uruguay a conven- 
ient financial “safe-haven” and Uruguayan tax laws have encouragedthe esteblish- 
ment of holding companies which have their investments elsewhere, There has also 
been a considerable tourist business, mostly from Argentina, and a considerable _ 
number of political refugees--Argentines and opneren-=aere invested in residencial 
and business property in Uruguay. , . 

Along with this situation, there has been an interesting but small-scale 
development of intellectual and artistic life in Uruguay--which has strangely 
seemed to parallel the “safe-haven” spirit in @ degree of isolationism and an 

£ _ machronistic enSagtPey Ee small gro fps seoep ae as anarchism and early 
Marxian socialism, ps - : 


Uruguayan econoni¢ and social ‘(and intellectual) development seen largely 
to have stood still in the past 15 or 20 years, as neighboring countries have : 
developed, This has been partly due to the inefficiency of government opera-_ . 
tions which have wasted manpower egregiously, with the natural result that the — 
public has had to pay the bill one way or another, Stating this in another way, 
so much sme ey. has been wasted that peoduetive ty has not been sufficient to pay 
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fe | the bill for goods and services, with the result that they have been paid for by -  ~ 
~ es} Credit expansion and a slow drain on the gold | reserves and the mosnlsing . infle-. 
i tige which made the public PAYe eg oe wwe Bra, 

The present Oregeayas Administration is definitely determined to ashe the 
‘Government and the Government business operations more efficient, and considerable 
_ progress will undoubtedly be made in this direction, The amount of. progress that 
“ will be made, however, is a moot point, since the lack of stimuli to and checks on 
“the Government utility and industrial operations is much less than on private cor- ~ 
porations, There is some sentiment among leaders of the present Administration 
actually favoring the sale to private owners of certain Government business opera- 
_tions, but it is very unlikely that this will be done, even with the lease efficient 
such as the fishing industry, The most that cen be expected is that seus increase 
in private eateupeses may be encouraged, =. | ) 

The prospects for significant economic progress in Oreguey, once Uruguayan 
agriculture is brought up to optimum productivity, do not appear to be outstand- — 
ing, There may, however, be many ways in whi ney can profit from closer 
economic integration with Argentina, and thi 3 fer the promising possibility for 
real future economic progress, Uruguay hes suffered from a lack of products 
which the Argentines are interested in buying, And the most obvious way in which 
Uruguayans could profit from en increasingly prosperous Argentina would be to 
devise every feasible means of attracting larger numbers of Argentine tourists; 
Argentine tourists already spend a substantial emount every year in Uruguay, 
and it wight be possible for Uruguay to attract large enough numbers in the 
future to create enough foreign exchange to purchase Uruguayan petroleum needs 
from Argentina, This exchange of tourist services for petroleum would be greatly 
facilitated by the existence of a bridge or viaduct between DCuenos Aires and . 
Colonia in Uruguay (or a bridge somewhat farther upstream), and the financing of 
this construction project--a viaduct with e petroleum pipeline attached to it-- 
might therefore be one of the most interesting objects of international financial 
cooperation to consider with a view to the encouraging and hastening of an inevit- 
able long-term trend in Uruguayan economic development, 
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This Embassy has hoped that it might be possible for Uruguay to develop 
highly skilled industries, because there are many very capable Uruguayan crafts- 
men and mechanics, However, the Embassy is inclined now to estimate that the 
prospects of the development of truly outstanding industries are rather poor, 
and the principal hope in this respect is that there may be greater development . 
of the lecal industries which process ee raw Baterials, such as the woolen 
textile industry, pata oe oie 3. > 
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Attempting to project Uruguayan ‘economic devibegnaet in line with e realistic 
estimate of the situation which will probably exist ten years from now, it can be 
predicted that Uruguayans will be, on the average, only moderately better off than 
they are at present, and that any difference in their average situation will 
correlate quite closely with a possibly improved wool market (which, in turn, may 
be dependent upon new marketing opportunities that may develop in the United States 

_ from the Australian-United States conversations which have been recently initiated, ) 
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Here follows a discussion of domestic political 
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trends. 
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Regardless of domestic political trends in Uruguay, the prospects o1 continu- 
ing cooperative attitudes in relations with the United States and the Western World 
are good, These prospects could be reduced (1) by our not giving reasonable 
economic cooperation to Uruguay (2) by our falling behind, as a nation, in the 
worldwide economic, socidOlogical, ideological and defense contest, or (3) by our 
departing from the inter-American machinery to take unilateral action in some 
situation such as in the Cuban case, However, assuming that we will devise in- 
creasingly effective means of economic cooperation, that we will continue to 
make every effort to make inter-American machinery more effective, and that our 
country will steadily gain in the worldwide contest, I believe we can count on 
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Meeting Between Sr. Haedo, Member of the National Lot ~/ 
SUBJECT: Uruguay and Forthcoming President of that Country; and 
Presicent Eisenhower, September 20, 1960. 


—_—_—_—_—_—_—— Urugaay 
PARTICIPANTS: Presicent Dwight D. Bsenhover Rational Councilor dsedo 
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The President at 1) a.m. velcomed Councilor Haedo and mentioned the 
painting, on a chair in the office, by Manuel Rosé entitled, "Sunset in the 
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The President asked about the existing Uruguayan situation in otrer 
respects. The Councilor replied timt everything is fine and that “wits 
SW gota, the arrangements with tne International Monetary Punc--that have 
‘een very helpfui--and financial essistance from the United States’ there 
2. be no problems. He said that his reports from the Uruguayan deiega- 
ton © the Sogote Conference were that the conference wae very successful. 
The Precident resarked that the success of the Bogota Conference was =st 
sleasing to hin. 


The Presicent then enid that be would like to mention a situation 
weics is givin, him a great ceal of worry. He recognizes the need for 
“ce Lw.tic growth in Latin America and he is convinced that private invest- 
©. > Yor this purpose is more useful than public investment. During his 
Vc.p emrlcer this year to South America, ieaders in toe various countries 
“orce. toat private investment is urgently needed. The excesses of Castro 
.. Cuba, bowever, are now establishizg a situation which ceters investors 
froa making investments in other countries of Latin America. This has been 
Drought to the President's personal attention of late in convercations vith 
incavicuals who would sormally be maxing such investments. 


The President said that there may be a lack of realization in Latin 
Acerica of the extent to vhich Cube now is an obstacle to private invest- 
ment. He said that he would lixe to see the American govermments under- 
take the kind of programs needed to support a greater flow of capital in 
spite of Castro. The ridiculous demand of Castro for $30 billion dollars 
is illustrative of the wrong vay to go about this. He then invited the 
Councilor t© make kmown his views on the problen. 
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The Councilor responded vith lengthy remarks respecting Castro and 
what he termed the United States problem with Castro. He said that 
| >>viowusly mach violence and misunderstanding has taken place end that in 
his opinion it has become necessary to seek means for clarifying the 
situation. He does not think that this can be done by the United States 
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ments in the other American Republics and the latter should be gravely 
concerned. The President recognized the eppeal of the initial Castio 
revo 
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sovara toe c.cse 2 the conversction, the Prercicent referrou to his 
‘2th an’ comticence in the United Nations but ancicatec 
*‘. 23 Such or pore regerc for the Orrenizgation of America. States as a4 
°-ehe entity of fundamental inyxrtance to the Unitec States anc to ali 
the American Nepublics. The Presivent saic that he hoped, before leaving 
ifice, that be woulc ve able to take actions demonstrating further the 
umpertance which be attaches to the OA3. He has mace plans to visit the 
te. lations anc, Guring his visit suere, be bopes to invite the Chie:. 
belie ations of tue other American Aepublics to a lupcheon, tacic; 
.svantcve -f this opportunity to express his high regard for the OA3 
countries. The Councilor app.eucec entimsiastically these remarks. 
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at thir peint, vhile photographers cane in to trike pictures, the 
son yersation Surtec to the “-man lNasioanl Council of jovermment in Uruguc~ 
"3 Mr. Hees [Oking.ay suggested 3 cicllar systez for th: Unitec states 
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Editorial Note 





On October 10, 1960, the International Monetary 
Fund announced that an initial par value for the 
Uruguayan peso had been established at 7.40 pesos fer 
U.S. dollar, by agreement between the Fund and the 

©» Tic Fund 

Government of Uruguay, and also announced that it had 
entered into a stand-by agreement enabling the Uruguayan 
Government to draw the equivalent of U.S. $30,000,000 Ay 


over a 12-month period. Documentation concerning 


IMF activities in Uruguay is contained in *imMeéeeq—tet 
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731.02/1-2858 


Memorandum from the Assistant Secretary of State for 


Inter-American Affairs (Rubottom) to the Acting 


/ ~ | retary oF State, ' 
. Secretary oO tate, 


- c- 


Confidential Washington, January 28, 1958. 
! / 
SUBJECT : Recognition of the osvVeneeanlen Government. « _ _ & >: 
Discussion: : 


Venezuela has undergone a revolutionary change of government. The - emo oh de 
former President, General Marcos Perez Jiménez, was forced by the Armed 
Forces to resicn on January 23. His downfall was preceded by an unsuccess- 
ful unrising on Jenuary 1 and 2, in which the Air Force and units of the 
army sought to overthrow his government. iéfter several days oi civilian 
riots and student demonstrations, followed by a wicely supported general : or 
strike on Januery 21 and 22, he was ousted by the Armed Forces, General , 
Ferez Jimenez was a member of the original three-man Junta of Government 
thet assumed power in 1943, following a military coup d'etat that over- y 
threw the legally constituted fovernment of President Gallegos, who had 
gained a majority of the porular vote in the free elections conducted in 
Venezuela the rreceding year. Installed by the Armed Forces as Provision- 
ol Presicent in 1952, followinc the dissolution or the Junte, General 
Pérez Jiménez was ed Constitutional President the following year by the 
Constituent Assembly. He was "reelected" for another fiveeyear term of 
office as a result of a plebiscite held on Vecember 15, 1957, in which he 
was the only presidential candidate. Resentment emong the youncer military 
officers and the civilian population over the plebiscite is believed to have 
contributed to a great extent to his downfall. 
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In a note dated January 25, 195§,)the new Venezuelan Govcrnrent informed 
our Lnubassy at Caracas that, in accordance with the universal desires of 
the nation, in defense of the suprene interests of the Republic, and in 
order to move toward a legally constituted democratic form of government, 3 ie 


“& 


the ilational Armed Forces had assumed power and had formed a five-man Junta 
of Government headec by Admirel Wolfgang Lerrazabal, as Presicent of the 
Junta, and comprised of two other military officers and two civilians. The 
note stated that the yew government would comrly strictly with its inter- 
national obligations and exnressed its desire to resume cordial relations 
with the U. Se 










The Junta is in control of the machinery of government. It aprears to 
enjoy wice rorular as well as united military suprort and there is no sub- 
stantial resistance to it. it has nledeed by public announcement to conduct | 
fnexe elections as soon as rossible in order to constitute a democratic form 


DC /F g° government. A menber of the Junta has assured our bmbassy of the new 
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“2. It. Tutotten ceve a fvll rerort on recent Gevelounsats in 
Verntzvela Icsding te the overthrow of Perez Jiczacs end the Sennenten i-2ne 
oP ge milftcry gunteae He pointed out that oo Acericcns vers involved in 
Lhosecrenis end that the welds and refincries of the Standcrd O11 Co=ccny 
exr2 in tw yroiuction. 52 noted that e reprecentative of the junta. calied 
et the Dvtcesy this morning and ossured our Chaige that the ncw regime is 
friendly to the US and seeks qutck recognition. 


tl. 
--** 


phy arcke 
‘avy Dez strint to furnish guicsnce wv 


end Ccestscyers v asea er2 aporozir:ately 150 xf 
The Acting S:erstery acksed Me. Rubdotton 

tke White Fouce vith a cumsry of the citva 
formation cf the President. % 


ation in Vener 


Rubsttom to stay in close contact vith the 
th respect to the US cerricr 


es from the Venetu2lsna ceocst. 


to furnich Ceneral Cood=a:ter at 


u2la for the ine 
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fovernmment's recentivity to forceicn investirent and of its willincness and 
abi'ity to rrotect it. He has also given essurances thct the new government 


will be anticommunist. 


In the belief that early recognition on our rat would contribute mai- 








ijcrially to the stability of the new rerine, we rrorose tiat the U. S. recore ow 
jnize, at 0:00 pem. today, the Junta as the Frovisional Govcrment of Vene- 4 
izuele. 
Recommendation: 
ee -- Uf, 
that you cign the ettached memorandum to the President recommending oy 

recoznition of the Junta as the Provisional Goverment of the Kepublic of see 

*s 

‘ 

J 





" 


“acting Secretary of State Herter's memorandum, 
which is not printed, bears a typewritten notation which 
reads: "President authorized Acting Secretary to do so. per 
Gen. Goodpaster in telephone conversation with Mr. Calhoun 


1/28/58. ARA ultimately called Caracas." 
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/ The Department's note to the Venezuelan Foreign 
i} . J 
Office, dated Jar’ 28, 1958, extended recognition. 
} . 
a , 9¢ 
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731.00/1-2858 
Memorandum from the Assistant Secretary of State for 


' | Inter-American Affairs (Rubottom) to the 





/ , 
Vv Acting Secretary of State) 


Confidential | Washington, January | 28, 1958. 
General “Marcos Perez Jimenez, Forner Fresident reg ES 
eid Ee 


uw 


ie Visa App 









‘of Venez uela, and his Fani 


Back-round: 





The ambassy in Ciudad Truji llo, in telecran | 'O« 326 of January 27, /vepor 
that it is reliably informed that General *arcos Perez Jiménez, former President 
of Venezuela, plans to eovly for United States visas for himself, his wife and 
mother-in-law, four children, and a servant. 


It has been our oractice in the absence of extraordinary circumstances to 
crant visas to those exiled political leaders from Latin Anerica who meet the eawaad 
general reavirenents of our visa laws and regulations. lNany of the important 

Venezuelan political figures now re-cnerging in the Venezuelan political scene 

enjoyed the hospitality of the United States during the ten year neriod of ad ey 
General Pérez Jinénez' Government. Ex-President / Lommulo Betancourt was actually a 
adnitted in 195i over the vehement protests of the Pérez Jimenez Covernnent on sag oY 
the basis of our established practice. oe | ca 


Althourh the authoritarian character and the antagonism of the U.S. press 
toward the Government of General Pérez Jiménez make it likely thet his admission 
into the United States would produce considerable press criticism, it is not Vv 
believed that the circumstances surrounding this case are such as to justify denial 
of a visas He is the bearer of the Legion of Merit, Degree of Chief Commander, 
which was bestowed upon him on November 12, 1954 by President Lisenhower. This 
decoration was bestowed upon him in recognition of his collaboration with the ‘ 
United States both internationally and in the development of Venezuela's important 
and strategic petroleum resources through private United States and British enter- 
prise. His policies of complete suoport for private enterprise were frequently Pe 
cited as an example in countries addicted to Socialistic practices. 


“DECLASSIFIED FOR PUBLICATION IN 
FOREIGN RELATIONS OF THE UNITED STATES" 


To lessen the possibility that General Pérez Jiménez may wish to engage in 
subversive activity against the Venezuelan Governnent while in the United States, 
the consular officer handling his visa aoplication will be instructed to require a, == 
of General Pérez Jiménez verval assurances that he will not undertake such activi- 
ties during his stay in our country. A similer course of action was followed wit 
ex-President Betancourt of Venezuela and is being followed in connection with the 
issuance of visas to other prominent Venezuelan exiles wno seek to enter the 


United States at this time. S 











Recommendation: 


! 
lerram authorizing the issuancd “of isas 
Yj Soneral P Pérez -‘imenez and his far aba s 


mily. 
= abet - 
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Confidential Limit Distribution Caracas, February 12, 1958--5 p.m. 
' 


575. 
‘ ——_ 
"on very confidential basis I was visited this morning (meeting} “/ 
vg arranged thr intermedi ‘ 






has been named by Larrazabal personally organize” a 
new secret political investigative bureau. Emphasized interest ‘ 
in Communism and not, as SN, in mere anti-government sentiments. [5 


Expressed hope Embassy would be able collaborate with advife on je. 
organizational, other phases of work. Asked personal opinion a 
re US reaction if, Venezuela were to approve legal status Ci, 


Communist Party and said Larrazabal would speak to me near AY 
future about this. He explained further such action would be j 
in response pressure recognize all parties and might be, as i 


far as Communists concerned, for temporary period. 
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I avoide 

T commitmen y k pending formal clarification 
j status. Meanwhile I would appreciate any guidance Departmén 
/ way be able furnishjfor reply Larrazabal if he should approa 
me glong lines suggested., After conversation 
advised by other source Congressional elections when held 
probably be on basis 20 percent seats for each of three major 4 












parties, 5 percent for Communists, 35 percent for junta. 
BURROWS 
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}—. 22 @@as, 
~w\Tel: 483, Feb.) 13, 1958, in part stated, the g 


"Department believes immediate categoric answer should be 
given Gua; =><- government official that 

US believes cov“ould be making very serious mistake in 
granting legal status to Communi sts }*and-sadeay “Manner 

in which Communists already have begun participate local 
political and labor activities is indicative efforts 

they will make to infiltrate all sectors government and 

gain participation Venezuelan political scene. The rapidity 
with which Communist leaders returned Venezuela and their 
intensive activities point up danger inherent granting 


legality Communist Party.” With respect to assistance for 


a new secret investigative bureau, the Gel) instructed Ap: 
the Embassy to indicate willingness to discuss the matter 
the 


with Larrazabal and stated that while/Department would 
have interest in helping to establish technical police 
methods along the lines of U.S. investigative agencies, 
"It would be necessary emphasize Larrazabal that US of course 
could not be associated in any way with police or investigative 
organizations which might assume character former SN." 
(731.8/2-1258) 

‘@ Larrazabal requested that Burrows speak with 


a, Qo, suiect 
him on(Feb, 25, 1958, and the Charge discussed the maéees 


in 


with him along the lines suggested in tel., 483. (731.8/2=2658) Ap 
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SS Dear Mr/ Murphy: « ” 


This will confirm my telephone conversation with you in 
which I expressed my concern regarding the issuance of a visa 
by the Department of State to the ex-Dictator of Venezuela, 
~ Marcos Perec Jimenez. As I told you, I learned of the issuance 
- of this visa for the first time in a newspaper account, “ 


~ In’ view of the commitment made by the Department of State, 

the Immigration and Naturalization Service, of course, will admit 

Perez Jimenez if he applies for admission to the United States. 

However, the problems we have encountered in a similar case 

where a visa was granted to a foreign political leader prompt me 

to express the reservations I mentioned to you in our telephone ._; Le \ 
_ conversation. In the event Perez Jimenez, as in the Prio case.) » 4. W 

should seek to use this country for future power plotting and the bette 

Department of State should protest to this Department, as was done 

in the Prio case, 1 want to make it clear that it may be difficult to 

effect his deportation or even to prevent him from engaging in 

activities detrimental to our foreign relations while here. 
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Furthermore, since we talked about this matter, I noticed a 
United Press dispatch in this morning's newspapers reporting 
that. the Assistant Attorney General of Venezuela has filed a formal 
petition for the extradition to Venezuela of Pedro Estrada, former 
chief of the Security Police under the Perez Jimenez regime. I am 
advised that Estrada is currently in the United States on a diplomatic 
visitor's visa. 


Sincerely yours, 


a San) kv William P. Rogers 
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Subject: Consultation with Venezuela on Petroleun Imports Problex 


Problem: 


To obtain Venezuelan cooperation, cr at least minimize Venc-uclan 
opposition to whatever steps are required by the U.©. Government to solve 
the petroleum imports problem in view of mounting industry and congressional 
pressure for restrictions which perhaps will have to go beyond the present 
voluntary progres. 





While the voluntary restrictions of petrolem imports begun several months 
ago has worked reasonably well, there are increasing signs that the Congress 
may be inclined to give favorable consideration to more revere restrictions 

the forn of tarifis and/or quotas which would seriously damace our relations 
th Venetuela, Canada, and other oil producing countries, possibly as the 
price for extending tne irade Agreements ict. ne /enetuelan problen has been 
intensified by the caming into production of nev wells in concessions held by 

which have just entered the Venezuelan picture. The pressure a 

the market of this additional production at a tise when demand for oil is 
slackening say break the price structure at any time, according to informed 
observers. 

Of the four alternatives ahead: (1) continued voluntary restrictions; 
(2) mandatory curbs imposed by axecutive Act uncer Article 7 of the Reciprocal 
Trede Apreenents Act; (3) import restrictions imposed by the Congress; and 
(L) export controls by Venezuela, Wo. 1 would obviously be the best fron our 
Viewpoint as well as that of Venezucle. No. 2 would be preferable to either 
3 or and may be required by the developing situation. Although Wo. 3 would 
be ruled out as distasteful to the U.S. of] industry, the application of 
Venesuelan good offices to facilitate the partition of the U.S. import market 
from Venetuela among the major and new producers might s:ve the voluntary 
program. Venetuela can be expected to be especially interested in the price 


- factor. 


It is very much in the U.5. interert to obtain Venezuelan understanding 
and support, if possible, of whatever progrem we embark upon. The Pcres 
Jimenes Governeent was restive under the voluntary plan and the lmbassy has 
reported that the present Jcnta Governnat may react strongly to making the 
import controle mandatory. However, every effort should be made to explain 
to the Venetuelans the nature of the U.5. problem and to make this consulta. 
tion meaningful rather than simply informative. The Venesuelan Chareé 
Dr. Carlos Pérez de la Cova has responded favorably to frank talke by 


Pa | 











? f- - Venes in could be expected to facilitate the task considerably. 
This agreement, under which we are now exporting nearly $1 billion 
annually to Venesuela, would probably not survive unless Venesuelan 

ccoperetion ies obtained. 
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2 That you approve ay holding as socn as possivle discussions vith 
me r= the Venesuelan Covernment and key political leaders in Caracas to obtein 
e ta . 
or? their views with respect to the problem caused by the cver production of 
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%11.316/3-1058 
Telegram from the Charge in Venezuela (Burrows) to the 


Department of State 


Confidential ‘rity Caracas, March 19, 1956--8 p.m. ’ 


636. 


os — 


—— nel 


y 
(- TY 
fein 


lroreign Office delivered today note,concerning petroleum 
restrictions, both present voluntary and possible future "oblig- 
atory administrative or legislative measures". Summary 6 
points raised: 





41) Although convinced present cr future situation created 
by restrictions can affect normal development trade under 
1952 agreemen: ,, Venezuela considers time inopportune raise 
this aspect pcrblen. 


GLEN hx 
1 


Vu 
J-c/ 
iin 4, 


(2) Venezuela considers indispensable any steps adopted be 
within spirit complete understanding, harmony. 


Cc 


(3) Government believes measures taken will affect internal 
economy and fundamental aspects Venezuela life, petroleum 
being essential factor. Without doubt measures will affect 
bilateral trade. 
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(4) From broader viewpoint observe that tendency towards 
restrictionist policy can unfavorably influence traditional bn 
principles cooperation underlying hemispheric relations. 


(5) Transcendence problem has caused impact on Venezuela 
public opinion which showing concern over consequences that 
(restrictions) have on "La Vida Nacional" notwichstanding 
confidence mutually satisfactory soluticns can be found. 


(6) Government considers existing ties two countries require 
maintenance close permanent contact crder achieve understanding 
between parties respecting common problems and measures adopted 
sOlve same. Therefore government views with special pleastue 
“idea suggested by Rubottom that consultation between Venezuela “ 
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and US be held” tc study ary measure affecting imports 
Venezuelan oil in US. 


Comment: WNote was written last week privr ovr approach 
tri-partite technical review.) Althesgh point 6 reference 

to idea suggested Rubottcm rore specific than warranted 

by February 27-28 talks believe aim is provide record 
considering we did not give Verezuelans note or memorandum 

(as they suggested) cf those conversaticns. Believe tri-partite 
talks may constitute sufficiert ccnsultation for the present. 
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Editorial Note 





On March 24, 1958, in a Supplementary Report to the Report 





of the President's Special Committe to Investigate Crude Oil Imports, dated 





July 29, 1957 , the Special Committee recommended additional 














3 ‘Sd restrictions on crude oil 
_- imports quotas for Districts I-IV, the area east r 
zu of the Rocky Mountains. The President approved the ‘ 
<5 ‘Ta Spdilchl Committee's report in a memorandum dated 
=f: — ims : 
Eu <p Mar.) 25, 1958, and in similar memoranda éeeed=end= 5 
Sv released on June 4, July 1, and December 23, 1958, 
aE the President approved the Special Committee's 
ai recommendations relating to 1) importation of petroleum 
38 products other than crude, 2) allocations for District 
- Ss oo V, the Pacific yest goast, and 3) continuance of 
existing crude oil allocations through(Febj 2°, 1959. At 
See Public Papers of the Presidents of the United States: 
Dwight D. Eisenhower, 1958 (Washington: 1958), p. $3. 
Documentation concerning U.S. oil policy is printed in 
Foreign Relations, 1958-60, vol. II, (eempiiatéeon-en- 
internationai-Reseurees-Peltiey ) . Further documentation 
t CcneeeereT vererietarrvlt meetem is located in 


Department of State decimal files 411.006, 411.316, and 
ES a 
831.2553, and in ARM, Files, Lot 61 D 319 "Petroleum Policy" 
FST 
and " Oi U.S. Legislation", and ARM Files, Lot 62 D 8, 


"Petroleum Policy" and "Oil Import Program." 
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ARA, Files, 61 D 319, "Visas-Perez Jimenez-Estrada" 
A 
Letter from the Chargé in Venezuela (Burrows) to the Director 


of the Office of South American Affairs (Bernbaum) 





' Confidential Offcis)\-Tafew oe) Caracas, April 18, 1958. 


Dear Maurie: 


_ —_ —_——- 2. & 
With YéTerence to your Telegran 620) and our 7);2,i I don't believe /. 
I can emphasize too much the strength of the feeling here on this 

particular issue. 


Er 





Unless something should happen prior to the Vice President's 
errival in Caracas (and by “sonething" I mean the departure of Perez 
Jimenez and Pedro Estrada from the United States, temporarily if 
nothing else), I am sure there will be demonstrations and perhaps 
_Other unpleasant events. I dam't know quite hay the Yepartment 
would go about this, but if there is some way to encourage these two 
to be out of the United States while the Vice President is on this 
trip, I think it might be one of the smartest thinjs the Yepartment 
could possibly do. %e read in the paper here yesterday that Pd was 
preparing to travel to SwitzeFland and, as a matter of fact, that 
hrs. Perez Jimenez hai already undertaken negotiations to buy a 
house there. The Foreign Minister in commenting on this yesterday 
said what a wonderful thing it would be if the report were true. He, 
incidentally, expressed the hope that there would not be any demcme- 


strations while the Vice President is heres] V 


Nee Best regards, 
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de | dp | the referenced fer), (Apr 17, 1958, reported 
that the Treasurer of the Junta Patriotica, Vicente Lecuna, 
told Department officials that he feared demonstrations 
during the Nixon visit if Pérez Jimenez and Pedro Estrada 


ill i .S. (032. i/4- 
were still in the U.S. (032.1100 Ni/4-1758) 2/Cy 


> 
“Y/Y The referenced Ge1)/ from Caracas, (Apr. 18, 1958, Ap 


w~ 


reported difficulties in relationshépe with Venezuela 4 
, 


caused by the presence in the @.8) of Pérez and Estrada 


and stated, "Far from quieting down strength of feeling 


> + 


this issue being maintained and probably will continue as 
aggravating factor long as they remain in U.S." 


e/lop (033.1100, Nisu-Y6se) 
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_. SY A handwritten marginal notation,dated-May 1,1958, ,by ame 
Uilliaw » Suow, A 


Deputy Assistant Secretary of State for Inter-American 


Affairs, idébbbew=™e—Seem, reads: "I believe we are 


(Se) 


stuck with the presence of P.J. & Estrada. I say this 

after speaking with OSA officers * giving it thought myself. 
If either of them should leave the U.S., the INS would probably 
deny them readmission, and even if not, their return 


shortly after the Nixon party has visited Caracas would 


look like a shabby device on our part." 
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Editorial Note 





Priad p 
Vice President Nixon visited Venezuela 


May 13-15, 1958, as part of a tour of several South 
American countries which he made between April 27 and 
May 15, 1958. Nixon's visit was ( pomieneniod by severe 
violence which forced cancellation of all public 
events. Documentation concerning the visit is 
printed on pages (eempiiatien-en-Viee-President 


Nixnenis-t¢rip-te-Seuth-Ameriea). 
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Political and Economic Factors in U.S. Relations vith Venezuela 


PARTICIPANTS: 


Dr, Hector Santaclla, Vonezuclan Aubasondor State fer 


Me, R, R, Rubotton, Jr., Assistant Secretary of/Inter~imarican Affairs 
Me. G, B, Barteh, Venozuelan Desk Officer 


owt 








i 


TO: 


RRS S97 Soe Ciplemtty Seenty Cpe 2 
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Dr, Santavlle mode a farowell call tiis afternoon on MH, Rubottoa, 
who concsratulated hin on his iaportant now position as Lecretary of the 
Justa of Covermmont, but acpressod regrot that he was leaviry Washington, 
The Anbassador said he was sorry to lonvo, scypecially on euch short 
notice, but found comfort in the knowleice tet he would have an oppor~ 
tunity in his new position te continue to vork for even closer relations 
vith the United States, which he said he understands and edmires vary 
much, Al*uough Dr, Sentaella thought perheps he 
Eiseuho'ar before leaving, he said he would 
afvice, it. Rubottom told hin he didn't think 
would be necessary, especially since the A-:iassador was calling on the 
Vice President later today and on the Secretary tomrrov. recover, on 
such short notice it would probably not be ,ossible to arrance an appoint- 
mont with the iresident. The Acdlassador enald in tha 
he might sim)ly vrite a letter to the Irecidont, ani , hubotton agreed 
that that vould be satisfactory, 
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Dr, Santaclla said he had talked by telephone with President 
larrazabal and other mombers of the Junta of Govern rnt, as vell as 
with representatives of the Armed Forcos ani political leaders. He had 
been assured of their confidences aml support in his nev position; he 
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As 


vould not have agreed to accept the appointaont if such support had not wa 
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very good, despite the incidents, 

















4. oka ft "10 & 








' rit 
ie Hl i 


bavsai iil i iA 





wS3LVLS GILINN FHL 40 ShOLIV13¢ N91 3404 
NI KOILYDITENd YO4 G314ISSY1D30., 

















SG 236%, 


— —s te 








uela to 


he vould do all he 


- 
- 


* 
~ 





lb 
ss 


br. -anteelle replied tha 
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“salted 


Caraces, pointing out oe no request ha‘ boen received fron Veneswla 
for the extradition of the two mn, and that it was up to Vene 
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vhow felt that the Venezuelan 


could seo the logic of this erguwnt, he 
of 


He hed talked last week to several leading 
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SUBJECT: VEDEZUELA - Petroleum “atters. f 


PARTICIPANTS: The Secretary 

Dr. Carlos Perez de la Cova, Minister of Mines and Hydrocarbons of 
Venezuela 

Dr. Eduardo Acosta, Venezuelan Chargé 4'Affaires 

Dr. Morales Crespo, Director of Political Economy, Ministry of 
Poreign Affairs of Venezuelse 

—eeneree Sr. Alirio Parra, Petrolews Counseior, Embassy of Venezuela 
APA - Assistant Secretary 2ubotton 


Pe Oe 
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The Minister conveyed to the Secretary ¢creetings and best wishes on behalf 
of himself and the provisional governing Junta of Venezuela. He expressed apprecia- 
tion for the consultations undertaken by the United States with his Government in 
respect of the voluntary oii import restriction program resultizg from the current 
slack in demand for petroleum and petroleum products, referring first to a visit of 
Mr. Aubottom to Caracas last February and then to the technical talks carried out 
by Messrs. Mann, Carson end Thompson ten days later. He said that his Government 
was ovware of the world-wide problem facec by the oil industry and had felt that the 
consultations had been mutually beneficiai. He recalleé that the Government of 
Venezuela vas confronted by mary serious problems of both an economic and politicai 
nature as it uncertoox to lead the Venezuelan people back to democratic constitutional 
government. While his Government had not entirely agreed with the U.S. position, 
the taixs had mace it easier to expiain to the Venezuelan people the reasons for the 
U.S. progran. 





The Minister then alluded to the steps teken by the United States Government 
L since the March consultations, (1) additional restrictions on crude oil imports 
VV ane extension of the Suy Americal ABT] to the purchase of petroleum products by J.5. 
jovernment agencies, both announced on March 25, 1956; and (2) the anrouncemert of . 
yestercay of the inclusion of certain refineé products on the list of items to be 
restricted for import into the Jnited States. ; 
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The Minister said that be had been instructed to propose to the Secretary 
that the United States Govermment issue a statement of intent to take no further 
restrictive measures affecting the importation of petroleum products. He said 
that be had also been asked to raise the question of revising the list lio. 1 of 
the U.5.-Venezuelan Trade Agreement, i.e., the items on which Venezuela has granted 
concessions to the United States, as compensation for the reduced oil exports to 
the United States due to the U.S. voluntary restrictions. 


The Secretary then carefully analyzed the approach which the United States 
bas taken to the subject of trade with Venezuela and the other cations with which 
it maintains friendly relations, making the following principal points: (1) his 
own philosophy was perhaps best expressed in ea statement in which be collaborated 
when be was a tember of the Commission for the Establishment of e Durable and Just 
Peace on Sept. 15, 1941 in which the principle was clearly set forth that the U.S. 
should ccnsu.t with its tracing partners prior to teking any important steps af- 
fecting their Joint trade in order to avoid as far as possibie damaging the economy 
of its friends; (2) governments, by their very nature, are expected to defend the 
interests of their own citizens and, unless this is cone, they will be unable to 
govern; (3) at the same time that the domestic interests are being considered, 
govermternts should take into account the economic and political effects of importent 
cecisions on their trading partners who must also look after the interests of their 
own people, and this the United States bas undertaken to do; (4) one of the best 
examples of cur Gecication to the principle of free end unrestricted trade is the 
reciprocal trace legisiation, extension of which is now being debated in the Congress; 
(5) no nation in the world has taken es enlightened an attitude toward trade as 
the United States, nor has any other netion ever shown es much concern for the well 
being and the interests of its trading partners as has the United Stetes; (6) the 
United States, in its dealings with Venezuela, has shown just es much consideration 
for the Venezuelan oil] industry as it has shown for its own; (7) he hoped thet the 
Govermment of Venezuela would recognize the extent to which the United States has 
Gefended the Venezuelan oil industry, in the face of very strong efforts to restrict 
imports to a far greater degree than they are presently being restricted under the 
voluntary plan, and that it would interpret and explain this action on our part to 
4 the Venetuelan people; (5) only 25 years ago the world saw the United States enact 
E Smoot-Hawley Tariff, and later withdraw from the London Economic Conference, to 
| 
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its own detriment and that of the rest of the world; (9) this govermment is now 
scrupuiousiy avoiding that kind of action and is, in fact, doing everything possible 
to consider the economic interests of its allies, although obviously,in e time of . 
economic recession, all nations must share a part of the burden. The Secretary told 
the Minister that the actions taken by this Govermment on March 25 were designed 
simply to equalize the burden between the foreign producers of o11 end that imposed 

on United States producers. 


The Secretary declared that he simply could not approve any statement thet 


woulé suggest that the United States would take no further steps to restrict 
petroleus imports. He underlined his hope that this would be the case, and stressed 


—— 








— GEST COPY AVAILABLE PF. 2367 


eee 
a 


that all of the Averican pecple were working hard to bring an end to the economic 
recession and that we now bcped that the upturn was about here. Jlevertheless, he 
was in no position to sake the kind of commitment for the future requestec by Dr. 
Perez Ge la Cova. 


Ts 


The Secretary said that he was not acquainted with the technical question 
raised by the Minister in regard to the U.S.-Venezuelan Trade Agreement, dut vas 
sure that there were officials in the Department who could take up this matter 
with bim. Dr. Perez de la Cove recalled that Mr. Rubottom had been head of the 
U.3. megotiating team in i952 when the Treaty had been consummated. It was agreed 
that the Minister would discuss this question with Mr. R2ubottom and those officers 7 
in the Department responsible for economic affairs. “ 
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SUBJECT: Defense “eqgucet for ixiabank to Adainieter 
Veneruelaa iilitery Credit 


sa amp to Tica aah te Bunce Shuff's letver to hia of 
t May 1955, (1-3910/8),,4n which the Departaent of Defense requested 

ae cckabeen ts costoe't itary eredit being extended to Venesusle 
under fection 10}(c) of the Mutual Security Act. 


For your information, I am enclosing s copy of & nenorantun to 
Mr, “eugh, dated today, in which I state Ue view Uist it eppears te be 
Gesirabdle for the Departcent of Defenses to a¢ainister this typ of 
transection,’ You will recall thet on « ;roevioas cocasion te ixiabank 
handled « sialler case, that of servicing an FAP loan to Peru in 1955 
to cover the construction of tvo submarines in Vie 4,6, under the terus 
ef Section 505 of the Act. fection S65 at Viat tle epeoifically re- 
quired the involvement of the ixlebank, but its use to cover the *eruvian 
transaction ectwally led to the request for the authority Ue ixecutive 
branch now has by the term of “ection 10}(c), uer which M4? credite 
ere almost exclusively extended an¢ wich does not require tixiabank 
participation, 
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~conflict with the Dank's central purp ee of enc»ureging ext assisting ia 

the developsent of mations: economies. ‘er the lenk (o engage, even to 

the Limited extent of sctirng as agent for the luparteont of befense, in 

the sdeinistration of allitary credite «ould tend to conmpronize its 
eesential character and serve eo make more difficult the Benk's policy of 
not rendering leens for oUwr than purely economic purposes. “*oreover, 

to 8 greater or lesser degree, sllitary transections inherently carry 
political overtones and ~ay ercn be caught up in intermetivnal crices Z 


— 
The very natere of ellitery credits ie such iat they iwwdiately Pmt 


and incideuts. It wuld be anise to luvolve t's [xinbank mnecessarily 
in @ field of considerable pilitical seusitivity. 


in view of Cheese coveiteratir.s, as i have alro set forth in the 
atteched menorandum, 1 am inclined to conclude Uial it would be more 
i 


—... Gesirebdle for the Departwnt of lefenso to atainister all military | x 
Tr eredite, including the type represented by Une Venesuslen transection, / Ww 
re ’ Md [~ >» ‘ 
ml. ? . = . 
at. 2}. W/E sAUELL 19 102117/7 58 US .) if < 2/5 
Ne inate peneeanaia Dovgles DiLles : <> 
AN poner ’® 
st Tooneaie Allaire — 2 = las 
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=a. THE PROBLEM . 

—_— To analyze the political situation in Venezuela and to estimate the prospects for ; 

5 the establishr.ent of a constitutional regime and the probable political character of 

—— such a regime 

<< - 

~ q 

om ad 

a“ 2 7 

s* CONCLUSIONS 

a a ? 

5 un 1. Venezucia’s present potitical situation a military coup to prevent the return of z 

= = reflects the strains inherent in a transi- Accton Democratica to power. (Paras. ' 

== tion, in one ceneration,fromanoligarchic 18, 34-35, 29-41) 

= . rriiger r 

J social order toward a democratic welfare 4 ay political parties in Venezuela are | 

toe state aang-% rm dictatorships have been = supporting the Junta, opposing military 

<3 the rule in that country, except ra & intervention in political affairs, and de- 
ar brief rr of democracy, 1941-1048 manding effective democratic govern- 

: 5 . (Paras. 12-14) ment with full civil rights. Their soli- | 
2 In 1948 the elected Accién Democrdtica arity and the threat of a new general 
povernr nt was overthrown by a military strike have hitherto deterred any eflec- ; : 
coup because it attempted to subordinate tive coup attempt, although one nearly | 
the military to the civil power. The Pérez occurred in July. (Paras. 19,27, 35) ‘ 
Jimenez dictatorship which followed it 5 “National unity” will be the watch- ’ 


was overthrown in January 1958 when word of the Venezuclan political parties 
the armed forces withdrew their support as long as there remains any real or sup- 

in the face of a universal civilian demand posed threat ofa military coup. The ma- 3 
enforced by a general strike. (Paras. jor parties regard the possible restoration 
14-17) of military dictatorship as a more serious 








| : r 
° 3. The stated mission of the present rul- danger than that of Communist penetra ) 
Junta is to brine about the establish tion and are unwilling to forego the con- _ 
ee 7s ae: tribution which the Communists can ‘ 
‘ ment of a democratic constitutional gov- 06 6 » united civilian resistance. In . 
ernment through elections now scheduled these circumstances, the Communists are 
for November. The chief threat to the ensured the opportunity to function 
accomplishment of its mission is that of freely as a legitimate pe.ty and are | 
“- ; , i’ 
Tele Gin ot hin ectahts, wad, entilenal shielded {rom political attack. (Paras. 3 
Prom Une tent, it clacsiied Per OMcia capa 27, 40, 47) 
; 
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6. The Communists probably represent 
no more than five percent of the Vene- 
zuelan electorate. They exert a dispro- 
portionate influence through their infil- 
tration of key positions in organized 
labor, the press, the teaching profession, 
and student organizations. They have 
also achieved some success in their efforts 
to infiltrate the government and the ma- 
jor leftist parties. In national politics, 
however, their influence is not compara- 
bie to that of the major leftist, but non- 
Communist, parties — Accién Democrda- 
tica, COPEI, and URD — which together 
represent about 90 percent of the elec- 
torate. (Paras. 20-25, 30, 43) 


7. Since the July crisis, the likelihood of 
a concerted effort on the part of the mili- 
tary to seize power appears to have re- 
ceded, although there was an uncoordi- 
nated and abortive coup attempt on 7 
September and the situation between 
military and civilian elements is now 
tense. The military are still apprehensive 
regarding the political trend, but are 
manifestly reluctant to take on a united 
and determined civilian resistance. On 
their part, the Junta and the parties fear 
a coup and will probably take care not 
to provoke one, although they will also 
continue their efforts to improve their 
position vis-a-vis the military. (Paras. 
26-41) 


SY¥ -237/ 


8. The maintenance of “national unity” 
is precarious. It will require the nomina- 
tion of a single presidential candidate 


‘agreed upon by the three major parties 


and also acceptable to the military. The 
Selection of such a candidate will be a 
very difficult and delicate matter. 
(Paras. 42-45) 


9. Any representative Venezuelan govern- 
ment will conform in general te the na- 
tionalistic programs of the three major 
parties (AD, COPEI, and URD). In par- 
ticular, such a government will seek a 
greater share in the profits of the petro- 
leum industry. (Paras. 19-24, 51) 


10. In Venezuela strong popular fecling 
holds the United States accounta'sle for 
undue intimacy with the detested Pérez 
Jimenez dictatorship and for a supposed 
general preference for dictatorships in 
the Caribbean area. Any foreseeable gov- 
ernment, however, will desirc to main- 
tain friendly relations with the United 
States, though remaining highly sensitive 
to any anparent US lack of regard for 
Venezuelan democracy and sovereignty. 
(Para. 54) 


11._A democratic Venczucla will continue 
to side generally with the West against 
the Soviet Bloc, in the UN and elsewhere, 
but this support will not be dependable 
in situations in which Western imperi- 
alism in underdeveloped countries is al- 
leged. (Para. 53) 


DISCUSSION 


ESSENTIAL BACKGROUND 


12. Venezuela's present political situation re- 
fiects the sirains -nherent in a transition, in 
one generation, from a tradition of dictutor- 
ship and an oligarchic social order toward a 
demecratic welfare state. Until as recently 





as 1935 the country was ruled by a succession 
of long-term dictators. When the 27-year dic- 
tatorship of Juan Vicente Gomez ended with 
his natural death in 1935, ‘i Army was the 
only organized body availu'ic to assume the 
direction of public affairs. Gomez’ immediate 
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successors, Generals Lopez Contreras (1935- 
1941) and Medina Angarita (1941-1945), were 
not radical reformers, but they did desire to 
liberalize political and social institutions. 
This literalization released forces demanding 
more radica! political and social charge. 


13. In 1945 the Medina government was over- 
thrown by a group of younger officers im- 
patient to succeed their elders, acting in com- 
bination with Accién Democratica (AD), a 
civilian group advocating more rapid and ex- 
tensive social and political reforms. Under 
the leadership of Romulc Betancourt (AD), 
the ensuing provisional government initiated 
sweeping constitutional and electoral changes. 
In the subsequent presidential eclection (in 
1947), the AD candidate, Romulo Gallegos, 
was credited with 75 percent of the apparently 
{ree popular vote. 


14. The social democratic program of Accién 
Democratica was gencrally comparab‘te to that 
of the British Labor Party — but, against the 
Venezuelan background, that seemed radical 
indeed to conservative business and landhold- 
ing interests which denounced AD as com- 
munistic. On the other hand, the Commu- 
nists, tolerated by AD as a matter of 
democratic principle and as lhes against con- 
servative reaction, regarded AD as their 
principal rival for popular support and for 
the control of mass organizations. Accion 
Democratica withstood these antagonisms, 
but was undone when, emboldened by its pop- 
ular mandate, it undertook to subordinate the 
military to the civil power. Foresecing the 
lass of its special privileges, concerned by the 
radical tendencics of AD, and supported by 
the civilian cicments which shared this con- 
cern, the same military group which had 
brought Accion Democratica to power pro- 
cecded to overthrow the Gallegos government, 
in November 1948. 


15. The military junta which took power in 
1948 had no program other than to destroy 
Accién Democratica and to ensure its own 
continuing control of the country. Although 
initially welcomed by the social elements and 
political parties opposed to Accién Demo- 
cratica, it was unable to secure any substan- 
tial and enduring civilian pclitical support. 


Gf-23]2 


Secking to Icgitimize its rale, the Junta, in 
1952, held an election for a constituent as- 
sembly, expecting that pro government candi- 
dates would be returned by a people grateful 
for its beneficent administration. When it 
became apparent that, instei.d, the assembly 
would be controlled by partis demanding a 
return to democratic government, a news 
blackout was imposed, the election returns 
were falsified, and Col. Marcos Férez Jiménez 
assumed the presidency “by dcc'sion of the 
armed forces.” Although Pérez Jirénez sub- 
sequently went through the form of a “con- 
Stitutional” clection by his haad-picked 
assembly, his »segime was a scarceiy veiled 
military dictatorship under which al! politi- 
cal parties were cventually suppres:ed or 
Stultified. 


16. Constantly increasing petroleum income 
enabled the Pérez Jiménez regime to under- 
take spectacular programs of public works 
and of industrial and agricultural develop- 
ment, but these resulted in no substantial im- 
provement in the living conditions of the 
masses of the people. All clements of society 
were antagonized by the ostentatious benefits 
conferred upon the favored few, and by the 
ruthless police state methods of the regime. 
In 1957 the approaching expiration of Pérez 
Jiménez’ “constitutional” term stimulated 
opposition activity. On May Day the Arch- 
bishop of Caracas ventured to denounce the 
oretense that Venezucla was a workers’ para- 
dise. The suppressed political parties began 
to concert their activities through a clandes- 
tine Junta Patridtica. Even within the mili- 
tary establisliment conspiracy against the re- 
gime began to develop. In December Pérez 
Jiménez re-elected himself to a second five- 
year term by means of a yes or no plebiscite, 
but this totalitarian proceeding made his cp- 
ponents only the raore determined to be rid 
of him before inauguration day. 


17. The regime itself precipitated the revoltu- 
tion by arresting the commander of the Army, 
Brigadier Gencral Hugo Fuentes, the second- 
ranking Air Force officer, Colonel Jesus Maria 
Castro Leén, and other officers for conspiring 
against the government. A_ disorganized 
coup-attempt by their supporters was easily 
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suppressed. Despite this victory of the re- 
gime, respectable civilian professional groups 
were stimulated to demand a restoration of 
democratic liberties. In consequence, there 
were recurring crises between the regime and 
its military supporters. The climactic mani- 
festation of popular hostility was a gencral 
. strike organized by the Junta Patridlica. On 
the night of 22 January, the second day of 
the strike, the military told the dictator that 
he must go. 








MAJOR ELEMENTS IN THE EXISTING 
POLITICAL SITUATION 


18. The Junta del Gobierno. Venczucla is now 
ruled by a Junta composed of three military 
and two civilian members and dominated by 
- 4 its president, Rear Admiral Wolfgang Larra- 
. zabal? The Junta exercises the functions of 
~/ the presidency: there is, in addition, a cab- 
inet composed of men selected primarily for 
their technical competence, rather than as 
party representatives. The stated mission of 
the Junta is to bring about the re-establish- 
ment of democratic constitutional governmcnt 
through elections now scheduled far Novem- 
ber’ The chief threat to the accomplishment 
of its mission is that of a military coup to 
prevent the return of Accién Democratica to 
power. In military and some civilian circles, 
Larrazabal is strongly suspected of unduly 
favoring that party, as well cs of unwise leni- 
ency toward the Communists. 


19. The Political Parties: General. All Vene- 
zuclan parties arc of recent origin: the Ccm- 
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Larrazabal, 47. is of an outstanding naval family. 
In 1945, when the Medina government was over- 
thrown by the Army and Accién Democralica, he 
was arre ‘eo, Lut he was Commandant of the 
Nava! Forces by the end of the AD regime. The 
succeeding military ‘unta thought It expedient to 
send him away, to te naval attache In Washing- 
ton. In the last months of the Pérez Jimencz 
regime he was president of the Circulo Militar 
, ‘Armed Forces Club), an assignment which an- 
taronized him by disappointing his naval ambi- 
tiens, but which he used to establish contacts 
with officers of all the services. He assumed the 
presidency of the Junta on the basis of military 
seniority. [roetneda in the Lource eo re 7 
These clections may be postponed, for adminis- 
trative or political reasons. [eos poe ic 
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munist party was organized clandestinely in 
1931; the oldest non-Communist parties date 
only from the election of 1941. The programs 
of the three major parties (AD, COPEI 

URD) fares y similar, being distin- 
guishable only by minor differences of em- 
phasis. They are socialistic and nationalistic, 
favoring social welfare measures, varying de- 
grees of government direction of the economy, 
and greater Venezuelan control of basic in- 
dustries. The minor parties of the righ? 
center show strong traits of mid-19th century 
liberalism. All parties are supporting the 
Junta, opposing military intervention in po- 
litical affairs, and demanding effective demo- 
cratic government with full civil rights. 


20. Inasmuch as there has been no free elec- 
tion in Venezuela since 1948, th~ relative 
Strength of the various parties is difficult to 
estimate. Some 40 percent of the electorate 
has come of age since that date. Chiefly on 
the basis of the consensus among their politi- 
cal rivals, we estimate that AD represents at 
least half of the electorate and COPEI about 
a quarter. The remaining popular support is 
divided among URD, the Conununists, the 
relatively conservative IJntegracién Republi- 
cana, and six minute political groups, proba- 
bly in that order, with URD far in the lead of 
the others. 





21. Accién Democratica, headed by Rémulo 
Betancourt, is conceded to be the largest party 
in Venezuela and claims to be the majority 
party. It probably is the majority party in 
the chicf urban centers, but not in the smaller 
towns and the countryside. It seeks mermber- 
Ship at all levels of society, but relies on its 
strong labor support for the bulk of its votes. 
The party is roughly comparable to the social 
democratic partics of Western Europe. It ad- 
vocates industvialization and agrarian rcform, 
a broadening of the economic base to lessen 
the nation's dependence on petroleum rev- 
enucs, and a larger share for Venezuela in the 
profits of the petroleum industry. While re-- 
ognizing the importance of forcign private 
capital in Venezuela's economic development, 
it proposes to regulate such investment more 
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Copel, and Unién Republicana Democratica. 
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closely in the nationa] interest and favors 
gradual Venezuelan private or governmental 
acquisition of majority control or ownership 
of Venezucla's natural resources and basic in- 

ustries.8 In world affairs, Accién Demo- 
cratica sides with the West as against the So- 
viet Bloc. At the same time, it bitterly resents 
the supposed role of the United States in sup- 
port of the Pérez Jiménez dictatorship and 
other dictatorships in the area, is strongly 
anti-imperialist in sentiment, and advocates 
greater Latin American unity in dealing with 
the United States. 


22. There is in Accién Democrdtica a younger 
eleme.t impaticnt of the older (Betancourt) 
leadership and disposed to proceed more im- 
petuously toward the realization of party ob- 
jectives. The difference is one of tactics 
rather than of purpose. The younger ele- 
ment, conscious of the party's popular 
5 strength, would forego efforts to reach agree- 
: ment with other parties regarding a joint 
: presidential candidate and would present a 
® party candidate, at the risk of provoking a 
military coup. Indeed, they would welcome a 
showdown with the military rather than avoid 
it. Past experience has taught Betancourt 
and his generation greater discretion. At the 
recent party convention, the Betancourt group 
demonstrated its continued control of the 
party machinery. Therefore the party, as 
such, will probably continue to maneuver with 
circumspection. In frustration and impa- 
tience, the younger element may tend in- 
creasingly to take its leac from the more 
aggressive Communists. 


23. Partido Social Cristiano Copei. COPEI, 
led by Rafael Caldera, resembics the Chris- 
tian social democratic parties of Western Eu- 
rope. It appeals to practicing Catholics in all 
walks of life. Originally the predomina:.t in- 
fluence in the party was that of rural conserv- 
atives in western Venezuela, but since 1949 
the reformist segment in the Caracas area has 
gained control. The Church's increasing em- 
phasis on sucia) action to improve the status 
of the workers may cnable Caldera to hold 
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US private Investment In Venezuela is estimated 
at more than three bition dollars, of which two- 
thirds is in the petroicum industry. f Eootriolt 
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COPEI’s rural Catholic support while increas- 
ing the party's attraction for urban elements. 
COPETI's program is much the same as Accién 
Democratica’s, the essential difference being 
that between COPEI's Catholic approach and 
AD’s secularism. 


24. Unién Republicana Democratica (URD), 
led vy Jovito Villalba, represents primarily 
urban middle class elements: intellectuals, 
professional men, and industrialists. Its main 
area of popular support is in eastern Vene- 
zucla. The party program is similar to that 
of Accién Democratica, but, like COPEI, it 
favors less government ownership of basic 
industries. In the abortive election of 1952, 
from which Accién Democratica was excluded, 
URD apparently attracted a heavy proportion 
of the AD vote, but it probably could not hold 
that support in competition with Accién 
Democralica itself. 


25. Partido Comunista Venezolano (PCV). 
The Vene" uelan Communist Party was organ- 
ized cl» ,destinely in 1 \1, emerged as a legiti- 
mate political party in 1945, was driven un- 
derground by Pérez Jiménez, and has now re- 
emerged under the leadership of Gustavo 
Machado Morales. The party is numerically 
weak in comparison with the three major 
parties of the Icft (AD, COPEI, and URD), 
but it exerts considerable influence through 
its infiltration of key positions in organized 
labor, the press, the teaching profession, and 
student organizations. It has also achieved 
some success in its efforts to infiltrate 
the government and the major leftist parties. 
Its most immediate @nd pressing objec- 
tives are to preserve its present {freedom of 
action and to prepare a firm base from which 
to influence future governments. The PCV's 
public efforts are directed primarily toward 
achieving respectability and acceptance as the 
most patriotic and democratic of Venczuclan 
parties. Its stated program is a cornposite of 
those of Accién Democratica, COPEI, and 
URD, but more stridently nationalistic and 
anti-imperialist. It is most vociferous in 
its support of the concept of “national 
unity” — which is, in effect, the concept of a 
popular front against military reaction. How- 
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ved remains agora | hostile 
nerdy Accién Democrdtica, which it recog- 
nizes as its most cficctive rival for popular 
and labor leadership. 


26. Integracién Republicana (IR), formed in 
1958, appeals to those Incependent liberals 
who are repelled by the radicalism of AD and 
URD and the supposed clericalism of COPEL. 
Its own program is a slightly moderated ver- 
sion of the programs of these parties, but its 
leaders are of a more conservative type. It 
has altracted some men of national stature, 
chiefly businessmen, lawyers, and intellec- 
tuals. 


27. The Junta Patridtica. Having functioned 
successfully as the clandestine coordinating 
committee of the four parties conspiring to 
overthrow the Pérez Jiménez dictatorship 
(AD, COPEI, URD, and PCV), the Junta Pa- 
tridtica has come into the open and has en- 
larged its membership to include representa- 
tives of all social groups, including labor, stu- 
dents, the Church, and the business commu- 
nity. The Junta's concern is to preserve that 
Spirit of “national unity” among civilian ele- 
ments which is decmed essential to prevent a 


~-—tecurrence of military dictatorship, Its sanc- 


tion is its capability to renew the gene al 
strike which brought down Pérez Jiménez, a 
capability which it demonstrated anew dur- 
ing the Castro Leon crisis in July and again 
in September. 


28. Orgcnized Labor. Labor unions are an 
important political force in Venezuela, al- 
thuugh less than ten percent of the labor force 
is organized. The principal unions are con- 
centrated in the chief urban arcas and the oil 
fields. AD, COPEI, URD, and the Commu- 
nists have all been active in labor leadership; 
most unions are affiliated with one or another 
of those parties. Corversely, the parties are 
highly sensitive to labor scntiment. 


the Liberal and Conservative partics of neighbor- 
ing Colombia which, despite a long history of 
often bloody mutual antagonism, were able to 
combine to put an end to military dictatorship a 
and to re-establish democratic constitutional 


processes. [foot siete ive whe source 
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ts this the Junta has before it the example of 


29. The Pérez Jiméncz regime took severe re- 
pressive action against most AD, COPEI, and 
U 2 labor unions. In contrast, its attitude 
toward certain Communist unions was rela- 
tively lenient: they were even allowed to main- 
tain open contact with the CTAL and WFTU, 
Communist international labor {cderations, 
throughout the period of the dictatorship. 
The Pérez Jiménez regime also cmploycd 
“former” Communist leaders in the govern- 
ment-sponsored unions with which it sought 
to replace those which had becn suppressed. 
The explanation given was that these Com- 
munists were useful informants. It is also 
notable that the regime seared Accién Demo- 
craética more than it did Communism and was 
willing to use Communist hostility toward AD 
for its own ends. Many AD labor leaders in 
exile gained further experience working » | 
again: + Communism for ORIT."~~ 


30. The favor of the Férez Jiménez dictator- : 
ship temporarily improved the Communists’ 
relative position in Venezuclan labor leader- 
ship. Since the fall of the dictatorship, they 
have been able to exploit this advantage. How- 4 
ever, it was the surviving AD-sympathetic 
unions which took the Iead in organizing labor nog 
resistance to the dictatorship, and, with the 7 
return of AD and COPEI labor Ieacers from ae 
exile and prison, these unions have regained } 
the leading position in the labor movement. re 
At the cecent national convention of the reor- i : 
ganized Federation of Petroleum Workers rcla- r a 
tive party strength is estimated to have been 
as follows: AD, 60 percent; PCV, 27 percent; 
URD, 7 percent; COPEL, 6 percent. 


31. Student and Youth Groups. Through 
active participation in the overthrow of Pérez 
Jiménez, youth and student groups have 
gained a significant voice in national politics 
and have thereby been greatly stimulated and 
emboldened. The four leftist parties have 
long-established youth movements, but the 
more effcctive organizations are those of uni- 
versity and high school students, which cut 
across party lines. Accién Democratica has 
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apparently developed the strongest influence 
among the 7,000 students at the Central Uni- 
versity in Caracas, with the PCV second and 
COPE! -hird. However, the executive council 
of the University's student federation is com- 
posed of five Communists, three AD adherents, 
and one COPEI member. Outside of Caracas, 
the COPEI youth are the most active. In 
gencral, youth groups tend to be more extreme 
than the parties to which they adhere and 
little subject to party control. 


32. The Catholic Church. The Church has 
risen in popular esteem through its recent 
emphasis on social action to improve the lot 
of the working people and through the role 
of the Archbishop in events preceding the 
overthrow of Pérez Jiménez. In general, how- 
ever, Venczucilans are indificrent to religion 
and highly sensitive to clericalism in politics, 
a charge which COPEI seeks to avoid. The 
Church's direct influence is therefore limited, 
but it is at present the most outspoken anti- 
Communist voice in Venczucia. 


THE ARMED FORCES 


33. The Venezuclan armed forces consist of 
the Army (14,500 men, mostly conscripts); 
the Natinnal Guard, a professional constab- 
ulary (6,000 men); the Navy (4,100) and the 
Air Force (2,000). The Navy has three de- 
strovers and six coastal destroyers opera- 
tional; the Air Force, 125 aircraft in opera- 
tional units. 


34. Leading military officers have shown in- 
creasing concern regarding the upsurge of 
Communist activity following the fall of Pérez 
Jiménez and the soft attitude of the Junta 
toward Communism (in consonance with the 
principle of “national unity”). Although this 
Communist activity is serious enough, it is 
likely that the military are actually more con- 
cerned about the resurgence of Accion Demo- 
crdtica. Despite the fundamental antago- 
nism between AD and the PCV, the distinction 
is probably dir in the eyes of the military, 
who are most immediately concerned to avoid 
the subordination which Accién Democratica 
attempted to impose on them '» 1948. 


35. This izsuc came toa crisis on 9 July, when ff 


Brigadier General Castro Leon,‘ then Minister 
of Defense, privately demanded of the Junta 
that it expell both Accién Democratica and 
Cummunist party members {rem the admin- 
istration. After eleven days filled with ru- 
mors and excitement, he repeated this demand 
to the cabinet. He was thereupoa dismissed 
by the Junta, but refused to vacate his office. 
Instead, he solicited the suppo~* of COPEI 
and URD for a military coup. They reported 
this approach to the Junta Patridtica, which 
immediately invoked a general strike. In the 
face of this situation, an all-night meeting of 
representative officers rcfused to support Cas- 
tro I46n in a cc up and he was forced to sub- 
mut to the Juntc del Gobicrno, which sent him 
out of the country. Alt the same time the 
Junta refused pepular demands for a whole- 
sale purge of the armed forces which prob- 
ably would have provoked a military coup. 


36. With the departure of Castro Leon, Col. 
Jesus Manuel Pérez Morales (Army), Chair- 
man of the Joint Chicfs of Staff, became the 
putative leader of the armed forces. He is 
esteemed ar. abler man han Castro Leon, and 
therefore potentially more dangerous to the 
regime. At the same time, he apparently 
headed a “wait and see” school among the 
military and was at least conlingently loyal to 
the government. On 24 August Pérez Morales 
was summarily removed from office. This 
move by the Junta to gain control of 
the armed forces might have precipitated a 
coup, but had no such effect. Pérez Morales 
himself has publicly adegtd a cooperative 
attitude, describing his relief as routine. 

37. Castro Leén and Pérez Morales have been 
replaced, respectively, by Brigadier General 
Josue Lopez Henriquez and Colonel Régulo 
Pacheco Vivas. Neither of them appears to 





LY conve Leon, SC, comes of a tamily of poor 


farmers and has been described as “rank- 
happy.” He conspired against the Betancourt 
‘AD: regime in 1946 and was a stalwart sup- 
porter of Perez Jiménez in the Internal politics 
of the military Junte of 1948-1952. Nevertheless, 
he was a leader of the abortive military con- 
spiracy against Pérez Jimenez tn late 1957. 
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be a threat to the government. However, 
many Officers remaining in service may well 
fecl disgruntled and insecure. In addition, 
an impressive number of outstanding officers 
are now in exile with strong mctivations 
agcinst the Junta. A potential b ader of the 
latter group is Lt. Col. Martin Parada, former 
Chief of Staff of the Air Force. 


38. Because, from 1935 to 1958, every Vene- 
zuelan government existed only at the suf- 
ferance of the military, it is commonly sup- 
posed that the armed forces still have the 
power to make and break governments at 
will. This supposition, h.wever, is dcubtful 
in present circumstances. The rank-and-file 
of the Army are il-trained and unreliable 
conscripts who might well refuse to impose 
the will of their officers cn a civil population 
united in its resistance. In any case, an all- 
out battle between the armed forces and the 
Junta Pairiotica would be a sanguinary affair, 
not to be light'y undertaken. It is notable 
that the armed forces doclined to fight to save 
Pérez Jiménez in January or to support Castro 
Leon in July, though the Army and Air Force 
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POLITICAL PROBLEMS AND PROSPECTS 


40. The Communist Problem. Since the July 
crisis, Admiral Larrazabal and the leaders of 
the major parties have all taken occasion to 
declare their lack of sympathy with Commu- 
nism, but they have also supported the right of 
the Communists to participate in Venezuclan 
politics as a legitimate political paicy. It is 
unlikely that they regard Communist activi- 
ties as a serious danger in comparison with the 
possible resturation of a military dictatorship. 
Admire! Larrazabal, in particular, has ex- 
pressed a remarkable confidence in the patri- 
otism of Venezuelan Communists, though per- 
haps only for domestic political effect. It is 
unlikely that the leaders of the major parties 
have any such illusions, but they regard the 
threat of a military coup as the real and im- 
mediate danger and, so long as that threat 
remains, they will be unwilling to forego the 
potential contribution of the effective Commu- 
nist organization to a united civillan resist- 
ance. Conscquently, there is no early pros- 
pect of effective action to limit Communist 
activity in Venezuela, at least not until a dem- 
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ocratic constitutional government has been 
securely instalied in office. On the other 
hand, the :ajor parties will continue to com- as - 
pete with the Communists for influence in 4 


officers were probably prepondcrantly sympa- 
thetic with the latter, and that nothing hap- 
pened when P rez Morales was relieved. 


29. On 7 September there was an abortive 
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coup aticmpt led by officers exiled in July and 
supported by elements of the Military Police. 
The attempt was broken up by tne Army; the 
armed torces in general remained loyal to the 
government. Subsequently, however, there 
was & mob attack on th: Military Police bar- 
racks which resulted in civilian casualties. 
The ominous aspect of this affair is that 
Betancourt and Villalba were proved unable 
to control the mob, once it had been aroused. 
The gencral strike provoked by this coup at- 
tempt was maintained until the government 
undertook to take drastic action (such as it 
did not take in July) to prevent the recurrence 
of such attempts. Implernentation of this un- 
dertaking in the existing tense situation could 
lead to an all-out conflict between military 
and civilian elements, altrough the Junta will 
certainly seek to avoid that result. 


labor and student organizations anc for pop- 
ular political support. 


41. The Possibility of an Early Military Coup. 
Since the Castro Leon crisis, the likelihood of 
a concerted cffort on the part of the military 
to seize power bas apparently receded, al- 
though the situation between military and 
civilian clements is now especially tense as a 
result of the abortive coup attempt on 7 Sep- 
tember. The present situation is a stand-off. 
A substantial number of military officers re- 
main disgusted with the Junta tnd apprehen- 
sive regarding the political trend, bul are 
manifestly reluctant to take on a united and 
dctermined civilian resistance. The Junta 
and the partics, on their part, fear a coup and 
will probably take care nol to provoke one, 
although they will continue their efforts to 
improve their position vis-a-vis the military. 
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If there should be a break in “national unity,” 
perhaps in consequence of the forthcoming 
clection — specifically, if the military could 
obtain the political support of COPEI or 
URD -—-the disaffected officers would prebabdly 
attempt to scize power and establish a more 
acceptable regime. Even without such politi- 


cal support, they might act in desperation if 
they were tu conclude that a civi’ government 


dominated by Accion Democrélica was other- 
wis inevitable. 


42. The Novembcr Election. Great uncertain- 
ty still «wrounds the manner in which the 
forthcoraing presidential election will be con- 
ducted. The maintenance of “national unity” 
will require the nomination of a single candi- 
date agreed upon by the three major parties 
(as was done in Colombia). Discretion would 
require that this cand‘date also be acceptable 
to the military. Mar.ifestly, the selection o! 
such a candidate will be a matter of great 
difficulty und delicacy. 


$3. It is probatic that no candidate could win 
a free election without the acceptance and 
support of Accién Democratia. However, AD 
is also aware that no AD leader would be ac- 
ceptable to the military or even to the other 
political partics. AD's objective, then, is prob- 
ably to employ its electoral strength to secure 
the nomination of a sympathetic candidate 
not so obviously identified with it as to provoke 
a military coup or to antagonize the other 
parties. AD’s preference for this role is Ad- 
miral Larrazabal, who is receptive to being 
drafted as a unity candidate, but he too 
strongly distrusted by the military elements 
most likely to attempt a coup, as well as by 
some civil‘ans. 


44. The principal parties are now engaged in 
complex negotiations regarding the sciec- 
tion of a inint candidate for the presidency. 
COPE!, URD, and IR have combincd to pro- 
vose Dr. Martin Vegas, a distinguished physi- 
cian and IR militant. COPE! has publicly 
threatened that, if AD refuses to suppert 
Vegas, it will nominate Caldera as a party 
candidate, which would mark the end of “na- 
tional unity” AD has countered by offeri 
three alternative prosposals: (1) the joint 


mY pain Pizan!, Minister of Pauc*tion; José An- 








selection of one of three persons? as : a single 
candidate; (2) the joint scicction of one of the 
three to rur. against Vegas, so thal the clec- 
torate may make the choice; (3) tha. the ex- 
ecutive power be vested in a cour.cil composed 
of Larrazabal, Betancourt, Caldera. Villalba, 
and a representative of the business commu- 
nity, the presidency to rotate among them an- 
nually. If tic other partics «ill not accept 
any of these alternatives, AL threatens to 
nomunate its own party candidate. The other 
parties have rejected AD's alternatives and 
ca'ted on it to reconsider Veyss as a unity 
candidate. It is likely that AD will continue 
to mancuver to secure the eventual joint nom- 
ination of Larrazabal as the only available 
* compromise” candidate. The outcome can- 
not be predicted. “National unity” could well 
break down. 


45. Even if a coalition presidential candidate 
can be agreed upon, the conduct of a competi- 
live congressional campaign and the subse- 
quent selection of a coalition cabinct will sub- 
ject “national unity” to great strain. 


46. The Longer Term. Assuming that the 
electoral problem is resolved and that a civil 
government composed of a pencrally accepted 
president and a coalition cabinct is duly in- 
Stalled in carly 1959, that government will 
continue to be under the cunstant threat of a 
military coup. That danger will exist as long 
as the military establishment iemains inde- 
pendent of the civil government. It will be 
most acute in the event of a breakdown of 
“national unity” or of a government attempt 
to gain firm control of the military establish- 
ment. 


47. A sccurcly established constitutirnal gov- 
ernment might take action to control Commu- 
nist activities, although it would be unlixely 
to outlaw the party wilhout scrious provoca- 
tion. As long as the threat of a coup remains, 
however, no eficctive anti-Communist action 
by the government is likely. The Commu- 
nists will make the most of the opportunity 
afforded them to increase their political in- 
fluence through the penetration of orgwnized 


tenle Mayobvre, Minister of Finance; and Carlos 
Morales, a former Minister of Forcign Affairs. 
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labor, youth groups, political rurties, anc the 
government. The cventual develcpment of a 
situation like that in Guatemala tn 1954 is pos- 
sible. However, we belicve it unlikely nm Vene- 
zurla on account of the greater political ex- 
perience of the leftist party leaders ind their 
view of the Communists as rivals. 


THe ECONOMIC SITUATION AND 
PROSPECTS 


48. Venezuelan national production, the high- 
est per capita in Latin America, has increased 
Steadily and rapidly in the postwar period. 
This growth reficcts a continuous high rate of 
investment: over 20 percent of GNP in 1957. 
Over the years, the petroleum industry has 
contributed about one-third of this investment 
and government resources (Cerived largely 
stom the petroleum industry) another third 
The world demand for Ve~czuclan petroleum 
has cnsured the country against the foreign 
exchange shortages, unmanageable budget 
deficits, and prebicms of inflation which have 
beset other Latin Amcrican countries. 


49. Despite these favorab-+ circumstances, the 
Venezucian govetnment faces serious finan- 
cial problems inhcrited from the improvident 
Pérez Jumémez regime. Although that regime 
exy~ vded over hall its budget on spectacular 
public works, notably highways, it also squan- 
dered public funds on unproductive projects, 
ostentatious high living, and the enrichment 
of favored personages. Its favorite industrial 
projects, a stecl mill and a petrochernicals in- 
Custry, were unsuited to the present stage of 
not Pére. 
Jiménez’ rate of expenditure exceeded even 
Venezucia’s handsome income. He left un- 
paid accuunts amounting to over a billior dol- 
lars and unfinished projects that will require 
further lange expenditures betore they can (9 
into operation. 


Decauee of limited internal denand for thetr 
products, there industries would have to export 
to prower. becaus of @ inck of skilied man- 
power or. 1 high costs of prodection, the, could 
net com,-te in external markets without the 
support .' ‘ubstantial government subsidies. 
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50. Te present administratio: is paving off 
the arrears of its predecessor i; part from cur- 
rent revenue, in part from treasury reserves 
(which have been drawn duwn to on unore- 
codentedly low level). in part from internal 
and foreign private loons. I. carrvt radically 
curtail exper.ditures fo fear of increasir z the 
unemployment which has already bec. me a 
proviem. Its plans call for further retrench- 
ment in some areas, but increased expendi- 
twres on more worth; pro,cts, such: as educa- 
tinn, 


51. The firancial predivament of the present 
government will intensfy political demands 
jor a greater share of petisleu’n profits. No 
party froposes natio-alization of the oi) in- 
dustry — the dependence of Venezucian ex- 
ports on the distributive facilitie. of the ex 
isting companies is a st.ong deterrent — but 
both Accion Democré’ica and COPEI nave de- 
clared that they will scel. @ larger +a. of 
the profits for Venezuela. No rept esentative 
Venezuclan government could ful'ow any 
other course. 


INTERNATIONAL RELATIONS 


52. With the fall of Pérez Jiménez, Ven ruela 
moved from the camp of the dictatorships into 
that of the democracies. In consequence, 
frierdly relations have becn reestablished with 
Argentina, Uruguag, Chile, and Costa Rica, 
while relations wit the Cominican Repubiic, 
Nicaragua, and Cuba have ced. Within the 
Latin American community, a democratic 
Veneruela can be expected to work against 
dictatorships in the Caribbean area, to seek 
common market agreements, and to advucate 
united action in Gealing with the United 
States 


53. In world & Yairs, Venetucia will continue to 
side generally with the West against the bo 
viet Bloc, in the Ul and elsewhere, bu’ this 
sup ort will not ve dependable in situa.ions 
in which Western impcrialism in undcrdevel- 
oped countries is alleged. Venezucia is un- 
liaciy to resume dimomatic relations wit® the 
Soviet Bloc in the near future, aor is there 
likely to be any significant increase in Vene- 
zuclan trade with the Bice. Venezuciaa ex- 
ports compete with those af the Bloc. 
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$4. In Veneroela, strong popular feci.ng, 
manifested in the Nixon ‘acident, holds the 
US accountable for undue intimacy with the 
detested Pérez Jiménez dictatorship and for a 
supposec genera] preference for dictatorsnips 
in the Caribbean area. There is also a gen- 
eral resentment of US restrictions on the im- 
portation of Venezuelan oil, which have a di- 
rect effect upon Venczucila's oil-based econo 
my. The government, however, and any likely 
successor government, will desire to maintain 
friendly relatior.s with the Urited States, be- 
cause of the clase economic ties between the 


two countries and In order to facilitate read- 
justment of the division of peticleum profits. 
Even so, Venczuclans will remain highly sensi- 
tive to any apparent US ‘!.cx of regard for 
Venezuelan Jemocracy and sovereignty. 


55. If the present regime in Venczucla or an 
elected successor should be overthrown by a 
military coup, the event would be widely in- 
terpreted, in Venezuela and throughout Latin 
America, as the result of US connivance and 
as confirmation of the supposed US preference 


for dictatorships in the area. 
sO 1a 
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Se a = —— — Ol, 
The Secretary met with the Venezuelan Foreign Minister in an office ma 
Outside the Conference Room prior to this morning's meeting of the = > 
Foreign Ministers of the American Republics., The Foreign Minister (* 
said that he wished simply to call to the Secretary's attention the ' 
following 
l. The Venezuelan Government is under great pressure to revise € 
the list of items in which the United States obtained concessions of the mM 


1952 revised trade agreement, such as milk and cigarettes. He feels 

that the volume of trade in these items is relatively small and that 

they would be willing to offer substitutes for them in private negotiations. 
Most of their milk imports, he said, come from Burope anyvay and they 

are suffering real hardship in the cigarette industry and need relief:" | 





/ 

2. Venezuela would like to arrange for permanent consultation with na 
ne United States un problems relating to oil imports. They are greatly ' * 
concerned about the proposed pipeline construction in Canada recomended | 
by the Borden Commission there and would be prepared to offer concessions 
© Canada if this would cause that country to desist in its plan. y 
They are sure that Venezuelan o11 would be cheaper than o11 brought 
from West Canada via pipeline to the eastern area of the country. They 
would like to have three-way consultations on ne oil wale with the 
United States and Canada. eS 


oo 
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3. Venezuela is concerned about the comntisued presence of Perez 
Jimenez in the United States. This gives certain elements in his 
country a chance to criticize the United States unduly and it would help 
is our relations if he were to move on or if we were to deny hiz resi- 
5 Gence here. The Attorney General of Venezuela, the Comptroller General 
7, end the Minister or Justices are all engaged in investigations of his 
nefarious activities while chief of state. A report is expected soon. 
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Partici Si Sr. Ramlo Betancowt, President-Elect | = 
Ambassador Edward J. Sparks %s 
Me. Charles R. Burrow, MinisterCowmselor 


ergs Sanday, Decesber lk, 1958 4 sa 


‘ , —. 


Following the delayed receipt of the Department's telogram #350 of ; 
December 13 (later reencrypted and received here as #352), an appointment was im \ 
arranced throuwh President-elect Betancourt's Secretary tod meet with Betan- = 
court Sunday evening at the mountain retreat of a friend of the President- ; 
elect. Mr. Betancourt had been relaxing at this country home over the pe 25 
weekend. Arbascador Sparks and li. Burrows arrived at 9:20 pom. and the yet 
conversation with Mr. Betancourt continued from then until 12:k5 a.m. over are 
a wide range of subjects. Betancourt, wio was relaxed and easy, spoke with 
@vious frankness on everything that occurred to hin. 


Arbassador Sparks opened the conversation by speaking of the possibility a 
of a visit to Caracas by Assistant Secretary Thomas C. Mam for the purpose 
of discussing the petroleum situation and the problem created by the + resent 
excess of supply over demand. The Ambassador spoke of Mr. Mam's close 
knowledge of this situation and of the value of conversations between him and hac 
President-elect Betancourt as well as appropriate officials of the present a, 
Venetuelan Governmertt. Betancourt acknowledged with azreeront the Ambassador's : 
references to Mr. Mam, as well as to Mr. Mann's longestending friendship with ; 
Mr, Betancourt, but he did not openly express an opinion on the proposedisit. eta 
Anbassador Sparks finally asked President-elect Betancourt directly if he oo... 
tg PETS ht deaj & which point Betancourt ass hout any Y 
ote saree ONL U5.acte yt was obvious that lr. Betancourt did not know exactly 
Wie the conv 


| @sations d @ormpass but it was also obvious that he agreed 
i-¥% that conversations would be of value. 
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Arbassador Sparks then offered his om sonal congratuletions as well 
as the congratulations of the Y“epartmat on Sep anoemt fa election and also . 
expressed on behalf of the Department its satisfaction over the important con- won 
tribution of the election to Latin America's democratic institutions in bizaias 
general, Betancourt was obviously pleased at these statements and ia response Te 
spoke of his om recognition of the great responsibilities he now has and his by. 
serious imteriions to carry out those responsibilities to the best of his 
ability. The Ambassador asked him when the inauguration would be scheduled, anil 
Betancourt replied that the inauguration probably would be either late in 
_ January or early in February. Ambassador Sparks explained that sometimes the 
.y period between the election of a President and his inauguration offers an 

y for m informal visit to be made to the United States but in view pe 

of the shortness of the Vemelan pre-inayural period he assumed it wouldbe rs 
impractical to attempt to arrange such an informal visit. Ambassador Sparks he. Se 
continued by explaining the procedure for invitations to pay official visits s 


‘ 
- 
* 
alll ‘ 
+ 
’ 





. - — —_— e * _——_—-* QC ee a Ee 8 ow Oe ge 











ee ae EE — FF 





° 
iD 
9 


@ Betancourt was the victor in the presidential 


Ae 


Ae 


ff 


) elections held ec.) 1, 1958. ; 
. 3-The referenced (tel.) instructed the Ambassador 
to express the Department's congratulations on 

Betancourt'’s election and to explain that an informal 


Gib. 
visit to the (U.S) by Betancourt was not feasible 


+ 


in the pre-inaugural period due to time limitations. 


(731.00/12-1158) 


ta typewritten marginal notation reads: 
"On Monday and again on Tuesday, however, Betancourt 
himself and then his Secretary called to inquire as to 
the exact date of Mr. Mann's arrival. Betancourt 


on the occasion of the first call said that he wanted 
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to call his ‘petroleum expert' back from Mexico to 


participate in the conversations (Perez Alfonso?)." 





/iad bees 
AA Jdan Pablo Perez Alfonso inane Minister of Production, War 
7 5 
Oa handwritten marginal notation reads: ’ 


"Probably knew impending tax ‘coup’: 
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o the United States and that normally two Chiefs of State of latin America are 
invited each year for state visitse He said that President Frondizi from Argen- pat 
tina will be paying a state visit to Washington in January of 1959, and President — 
Lemus of El Salvador in March. With this background of explanation the Ambassador — 
asked Betancourt what his thoughts on the matter were. President-elect Betancourt 
replied by making it quite clear that aside from the fact that he couldmt pos- 

sibly plan a trip cutside Venemela before his inauguration, he did not feel an . 
informal visit to the United States would be appropriatee He said that he believed ae 





the most appropriate procedure to follow would be for an invitationto be issued Beers 
to him to visit the United States after his inauguration but without specifying eee 
any particular date. Betancourt remarked that he felt the United States erred in . ££. 
not having invited Figueres of Costa Rica e d States during the ~~ : 
five-year period of Figueres' Presidency. He said that Figueres is a good friend of 6 
the United States and that he had demonstrated this in Ia Paz, Bolivia, when he le 
answered an unfriendly speech made by the Mayor of Ia Paz during the official oma 


visit of Figueres to that country prior to his inauguration. Betancourt then turned ove 
the conversation more directly to the election and the present political situation. 


In discussing the defeat of Larrazab al, Betancourt demonstrated very little 

respect for him as a politician although he said that he likes larrazabal person- yaaa 
« He said thet with the elections over, larrazabal has no further stomach for 

politics, Betancourt said thet he intends to appoint lerrazabal as Ambassador 

to Chile, although Betancourt said he had not exerted my pressure on Larrazabal : 

to accept the assignment. Betancourt, almost negating his denial that any pressure ase ds 

had been exerted on Lerrazabal, said thet although lerrazabal has no further in- eaten 

terest in politics, as a military man in the recent election and as a popular fas 

figure in Venezuela, he might even against his will become a symbol in the ieers: 

country for those who might want to use him. To demonstrate the naivete of larra- 

zabal, Betancourt said that larrazabel in conversation with him, had asked why 

he had been so badly defeated and why he had not even carried the town where he 

was born. Betancourt's reply to Larrazabal had been that AD had been actively 

organized inlarrazabal's home tow for the past 20 years, 

Betancourt expressed respect for Caldera) and said that he would eect him 
to take an important part in the future political affairs of Venezwla. He said 
he is hmest, sincere and intelligent. He attributed Caldera's small vote to 
the facts that the Venezuelan people are nm-clerical and that the vote in the re- 7 
cent election was polarized between Betancourt and lerrazabal. In other wards, bacihes 
many people who might otherwise have voted for Caldera voted for Betancourt or for 
Larrazabal simply because they felt Caldera had no chance of winning. 


— 


With reference to Villalba) it was obvious that Betancourt has little respect =. 
for him and his party. He said that if URD had not had Larrazabal as a candi- ' 
date the party would have received very few votes. With the elections over, 

Betancourt obviously expects URD to sink into an insignificant position. 


Betancourt spoke of his heavy responsibilities in assuming the Presidency 
of Venezuela and made clear that he intends to give everything he can of him- 


self to those responsibilities. As far as his ow political situation and that ie 
of his party is concerned, he demonstrated complete corifidence, He said with 


© 


\J Jose Figueres, President of Costa Rica, 1953-58. 
N Raphael Caldera, presidential candidate of 
Venezuela's Christian Socialist party, Comite de 
aw ween Polftica Electoral Independiente (COPEI). 


V Jovito Villalba, presidential candidate of 


Unidn Republicana Democratica( UW 0 }° 
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| reference to the Armed Forces that some of the younger officers represent a 
problem in that for 10 years now they have been indoctrinated with the idea 

that Accion Democratica did everything possible before to disrupt the Army 

ani that if AD should return to power it would follow the same course again. 

He said that after his inamguratia he will give immediate attention to this 
situation and that he feels he can correct it without difficulty. Speaking 

to the situation in Caracas, the large vote against him here, and the demonstra- 

tims which had already occurred, Betancourt said that he did not feel at all 

hopeless about its he said that the great majority lerrazabal had received in 

Caracas represented a pro-lerrazabal vote but not necessarily m anti~AD vote. 
He is very cognizant of the problers in Caracas, particularly of unemployment 

and poverty, aS well as the populer devotion to lerrazabel as a democratic 
symbol, but he said that within the first four or five months of his administra- 

tion he felt thet he could correct many of the wnemployment problems and swing 

much of the popular sentiment toward hin and his party. 


Ambassador Sparks asked Dr. Betancourt if the young ami more leftist wing 
of his party were a cause of concern to him. Betancourt replied that with the 
denmstretio of AD organization and support for him throughout the coumtry 
outside the capital, there was no question in his mind as to who controlled the 
party and commanded its respect. He said that it had been assumed from the be- 
ginning that Lerrazabal would win in Caracas but that the younger wing of AD 
had be en .pergitted to assume the primary responsibility for keeping Larrazabal's 
plurality’ in Caracas as low ag possible. These younger menbers of ADhad ob- 
viously failed in their respmsibility end as a result had lost standing in 
the party. He said that they spent too much of their time talking and witing 
and not enough in direct contact with the people. 


- 


Speaking again of the problems which his administration will face, he 
said that he considers unemployment perhaps the greatest one, He spoke also 
of the educatimal problem and of the necessity for agrarian reform, He by 
no means seqned overwhelmed by the prcblens which he will face however, saying 
that the wealth of the country should make it easy to face and handle these 
problems. Venezuela is not like Bolivia, Betancourt said. With reference to 
increasing the income of the government Betancourt made specific reference to 
the intome from the petroleum industry; he mentioned also in passing Venezuela's 
~ iron~ore but his emphasis was primarily on petroleum. He made it clear that —~ 
there will bé @ revision of the arrangement for the sharing of income between 
the petroleum industry and the Venezuelan Government, but he said that this 


revision will be Soe ee eee tasxal ne Ctiations and not by govern- 
fi likewise; the Government would aa enter ht o tegot ations 
r cammitment to atio.(such_as 65-35 or anything 
om ats es would, rather, begin , oj 


) the dis cussions with a completely open mind 
as to what the final outcome might be. 


At various points during the conversation Betancourt made clear his position 
with reference to the Communists and to Communism in general, He recognized 
the danger and the threat which the Commmists represent in Venezuela but he 


| showed full confidence that he could meet and defeat that threat. He said : 





me ee” ed 


























| emphatically the Communists will have no part in his Government and he said 
also that when he says no he means no, and when he says yes he means yes = as 
any of his American friends mow. With reference to the recognition of the 
Soviet Government he said this is a matter which will receive very careful 
stuly. He said it is not a easy matter to resolve, particularly whem one 
=a that a number of American nations have relations with the Soviet, 





such as the United States, Mexico, Argentina, Uruguay, etc., but that no urgent 
ldecision is necessary and that in any event it will be given very careful 
\lstudy before action igtaken. 


Betancourt emphasized that he is a friend of the United States and that 
he has always been treated well by the Department of State. He said he has 
not always agreed with Department of State policies but he has no complaint 
as to his treatment by the Departments He said that one of the decisions 
with which he disagreed was the decision by the United States to support 
Cgracas as the site far the 195i, Inter-American Conferences By insisting so 
stromely that titis Conference be held in Caraces, he said that the United 
' | States had estranged several of its best democratic friends in Latin Americas 


With reference to Trujillo and the Dominican Republic, he said that if 
Trujillo does not throw his weight around too much as a dictator and against 
democr atic elements outside his ow country, Betancourt will continue normal 
but cool relatims. If Trujillo continues his exaggerated actions however, 
Betancourt will not hesitate to break relations and to impose econanic 
_ sanctions. Whm asked about his attitude toward the situation in Cuba, it 
was evident that Betancourt had not given the matter any particular thoughte 
However, he did say that he felt the GAS should go into this Cuban situation 
& or if notthe MS as a body, st least a number of the more important countries 

of the Hemisphere, such as United States, Argentina, Mexico, should denan- 
strate multi-lateral int crest. 


e. 
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With reference to the Presidential inauguration Betancourt indicated that 
there would be no atterpt to tuild the ceremony into a tremendous occasion, 
but he did mention names of various latin American personalities who would 


be coming to his inauguration as members of the delegations of their respec- 
tive comtries. 


In answer to a questi about his Cabinet, Betancourt said that he had 
~ mentally pretty well formed his Cabinet but he hai not discussed it with 
ce 


““_ present Cabinet members would be kept on in the new Cabinet, ~~ 
At one point in the conversation Bet aicourt made a disparaging reference 
to Robert Brinsmade as the kind of American who gets involved in political 
matters in Venezuela which are no concern of his. This was mly a passing 
_ remark and there was no indication what Betancourt might have in mind doing, 
| if anything, but it was obvious that he has very little respect for Brinsmade. 


Betancourt said that the Petroquimica, the steel mill and the Caronf 
>: | project would be Continued under his administration, He also said there will 
<j) - a 


_ at 
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| be no more 0-year concessions ncr as a matter of fact will there be any. 






saa 
concessions immediately since the companies already have 6,000,000 hectares | oe 
aid are actually utilizing mly 600,000 for exploration and exploit atimy on = 
mal tis“ spoke of the nation taking a more direct part in the development of eg 
the industry es well as in a tanker fleet. He said that nationalism is a cork ae 
\& very strong motivating force in any country of the world today am that rhs 
due regard must be taken of it in Venezuela, Fete 
he 
nage 
in| Sed 
had 5 me. 
= : ~ re 
~', Motes Fow-@ud Paragraph of Page 1. ( 
= QF ™ * ~ > : 
zs = Mon@ey aid.azgain on Tuesday, h Bet anc 
—— hig Seer cabled tagare abe the ead 
<5 Setancourt Om the cecasion he first call s 
ms "petroleum exp 0 eae, ay 
S a — ) or SY 
<% rere 
ow ce 
re aah al 
a2 ey 
ws 
— < 
eae 
ae 
~) a, 
=< =z 
— oO 
WO 
Se 
ae 
nee 


. ~” te ewe 4k & 4% : - to weer ee 8 Pe, Cee ae ee ~* <** : . ~ CMRF ETE De, FT Oe, 





OT I RF EL I ON ea Ol, ea 





a vu '- , a Aa 
; 931.112/12-2058 


Memorandum from the Officer in Charge of Venezuelan 
Affairs (Bartch) to the Director of the Office 
of East Coast Affairs, e@—ehe Bureau of Inter-American 
Affairs (Bernbaum) 


24, 
Confidential Washington, December ™ 1958. 
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7 | Venezuelan Decree Increasing Income Tax Rates - 


o_ 
a> | 
On December 20, the Venezuelan Junta of Government announced the 
tion of a decree effective immediately and applicable to 1958 income, rais 
the graduated income tax rates on all classes of income. The previous tax 
scale ranged from 1 1/2 per cent on the lowest income bracket to 26 per cent 
on incone of Bs, 28 million ($8.4 million) and over, The new rates begin at 
2 per cent and rise to 45 per cent on the top bracket of income. The change 
in the tax rates wes a part of a general tax reform which also: abolished a 
Bs. 5 per Bs, 1,000 transactions tax, increased the normal income tax on 
foreign residents from 4 to 6 per cent, increased gambling taxes from 10 to 20 
per cent, and provided for a partial exemption for investment in industry, 
agriculture, transportation and energy production, Although the increase in q 
the general tax does not alter the basic 1948 legislation providing for a S0-50 
additional tax applicable to oil and mining companies, it does in effect break 
the 50-50 concept. In a televised speech, Finance Minister Mayobre estimated 
that under the new tax scale the oil companies would have paid to the Govern- 
ment 66 per cent of their 1957 income, instead of the 51 per cent they actually 
paic. He forecasted that the companies would pay about 60 per cent of their 
1958 income to the Goverrment, 
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The action taken was certainly not unexpected, since all of the political )} 
parties' campaign platforms contained statements to the effect that Venezuela 
should derive a greater share of the profits of the oil industry. The three 
presidential candidates and other party leaders have made frequent references 
to the need for a change in the profit formula. After the elections, 
Betancourt at a press conference stated that the 50-50 concept was antiquated 
but that it was too early to talk of 75-25. As on previous occasions, he 
stated that any adjustment necessary would be made only after very careful 
study. Neither is it surprising that the general income tax rates were in- 
creased, since they have long been considered antiquated; and the current 
unbalanced budget and the economic problems inherited from the previous gov- 
ermment made such a revision imperative. An American professor was in 
Venezuela for several months earlier this year to study the tax structure and 
report on it to the Governmert. 


What was survrising was the fact that, in contrast to previous actions 
affecting the petroleum industry, the income tax reform was kept secret until 
promulgated, and neither the oil industry or other affected interests were 


é - 
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given an opportunity to present their views to the Goverrmment. Moreover, 

despite our overriding interest in matters affecting Venezuela's oil 
, industry, we were neither consulted nor given any advance notification. 
This was all the more surprising in view of the fact that Assistant Secretary 
Mann was in Caracas when the decree was promulgated, having gone j 
the second time this year to consult on U.S. oil imports peter. Horeorer V 
Mines Minister Julio Diez left a three-hour meeting with Mann directly 
to the television studio to participate in the announcement that the 
income tax decree had been formulated, without mentioning to Mr. Mann the 
reason for his departure from the Meeting. Mr. Mann stated that when he 
had expressed surprise that the Venezuelan Government had acted as it did, 
the Ministers of Finance and Mines had adopted an aggressive position, 
maintaining that the action taken by their Govermment was an act of national 
sovereigity. However, they became almost apologetic and defensive after 
Mr. Mann hed expressed himself strongly, stating that Venezuela's unexpected 
and unilateral action on an issue as sensitive as this, which not only 
affected directly U.S. investments but which could set off a chain reaction 
in other parts of the world and which is not unrelated to Western Hemis- 
phere security, is inconsistent with Venezuela's insistence on consultation 
before U.S. unilateral action affecting Venezuelan interests, Consultation, 
Mr. Mann informed the Venezuelans, is a two-way street. The Foreign Minister 
took the position that this was a general tax measure affecting all 
Venezuelans and therefore within the sovereign power of the Venezuelan 
Government. Mr. Mann and Ambassador Sparks replied that we did not question 
the sovereign right of the Government to take action; they emphasized the 
long established practice of American States and particularly Venezuela 
and the U.S. to consult in matters affecting important interests of the 
other, They pointed out that while the U.S. has the sovereig right to 
impose import restrictions on Venezuelan oil we nevertheless seek through 
consultation to act in such a way as to accommodate the interests of both 
countries, 





“DECLASSIFIED FOR PUBLICATION IN 


FOREIGN RELATIONS OF THE UNITED STATES" 


Although everyone knew that Venezuela was moving in the direction of a 
modification of the 50-50 formula, it was not expected that any action would 
be taken until after the installation of the new Government, and then only 
after negotiations with the companies. Creole has stated that Betancourt 
had promised the company that no action would be taken with such negotiations, 
The consensus seems to be that Betancourt and his advisers were probably not 
consulted in advance concerning the new tax law, and that at best Betancourt 
was informed by the Government in very general terms several days in advance, 
This is Mr, Mann's impression, and Betancourt informed our Embassy that he 
had known nothing of the tax change when he had promised Mr, Haight of Creole 
earlier in the week that closed door discussions with the industry would 
be held in advance of any changes in oil income distribution, 


Preliminary estimates reported by our Embassy of the effect of the tex 
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assistant Secretary Mann was in Caracas, 
ae’ Dec,) 18-21, 1958. The purpose of his visit was 
to explain and discuss the current oil imports 
situation and to explore informally future means 
to deal with problems, including possible tripartite 
arrangements. (731.11/12-1858) A summary of his 
conversations with Venezuelan officials is contained 


gcT eo 
in ary Files, Lot 61 D 519, U.S. Oil Legislation.” 
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revision on the oil industry are that it will vary according to the different 
' incomes. Creole’s initial estimate is that it my result in a 
65-35 per cent of the company's profit, and that others in high income 
brackets will be effected tc a lesser degree, lew companies not yet out of 
the red would be effected in the future if and they move into higher income 
brackets. a 
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Reaction to the promulgation of the tax decree was 
coming. Duke Haight, President of Creole, issued 4 s 
December 22 at Marquetia airport on his departure for 
vacation. He seid the Government's action was a "hard blow" the industry 
and that it “drastically altered the climate for foreign investment". He 
said that by this action Venezuela became the first country in the world to 
break the 0-59 principle, "completely disregarding acquired rights and 
ignoring moral, if not legal, obligations to negotiate "with interested parties. 
He warned that an agreement reached by free negotiation "canmnct be unilaterally 
terminated without destruction of confidence and understanding". The present 
“unilateral, retroactive action provides no quid pro quo and reduces the 
incentive to further investment", he said. He added that the new taxes were 
additional costs for the industry. 


The other oil companies agreed generally with Mr. Haight's strong 
statement, with Shell sending a letter to the Minister of Mines on December 23 
warning that abandonment of the 50-50 formula without prior discussions 
would have "grave consequences". E) Mundo characterized Haight's statement 
as & crude and unjustified reaction against an act of full sovereignty. 
Venetuelan students and goverment economists generally praised the 
Govermnent's action although some of the latter were dubious of the way it 
was carried out. Many local businessmen were angry or dismayed over the 
lack of 
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Pine source text reads “Jamaica” but was hand-corrected 


. to read "San Jose.” 
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public distussion. Venezuelan businessmen avoided commenting on the effect of 
the decree on the oil companies but instead concentrated on the rep 1 of the 
5 per thousand tax and other features of interest to local business, 
Dr. Angel Carvini, generally regarded as business spokesman, deplored the lack 
of consultation with commerce and industry. mentioned the "sense 
of justice which inspired reform and which the whole nation shares," 


—— 
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In reply to Mr. Haight/ Mines Minister Diez issued a statement on 
December 23 saying that the tax reform “does not impair any acquired rights 
of petrolew:s companies nor modify any existing agreement with then". He 
q@uphasized that it only altered internal tax rates which apply to all 
Venezuelans and is the sovereign right of the Goverment. Since the tax 
applies only to net income it does not increase the cost of the campanies 
and does not alter their competitive position, he said. Most Venezuelan 
opinion thought Haight's statement was too strong and inadvisable, and the 
press supported the government as having only exercised itc sovereign right. 
However, many Venetuelan businews and professional men reportedly were not 
in accord with the secrecy involved and were cynical about the purposes of 
the act. COPEI reserved its position until it had further time to study the 
Gecree; AD did tve same, However, Villalba of URD issued a strong statement 


supporting the decree and attacking Creole ed Haight's statement 
— absurd and referred to the billion dolla 
+o Oil Company (New Jersey) on December 23 wis as strong, if not stronger, than 


v4 Haight's, warning that the Venezuelan Government action would "call for re- 
s+" examination of international investments". On the following day, 
t_-\\ Venezuelan Ambassador Falcon Briceno released a statement emphasizing that 
. the decree was an act of national sovereignty, and that the Govermment had 
no obligation to obtain Creole’s permission to act. 
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_ The net result of the position taken by Creole and Jersey Standaad is 
that the issue has now become one involving national sovereignty, with the 
Venezuelans standing on their national pride, Just as the threatened U.S, 
troop movement overshadowed the anti-U.S. incidents that occurred during 
Vice President Nixon's visit to Venezuela last May, the national sovereignty 
issue overshadows the issue over lack of advance consultation with the 
companies and the U.S. Government. The Venezuelan Government was dissuaded 
from issuing a decree expelling Haight only by a promise from Creole that 
Haight would not return to Venezuela. 


Recommendations: 
That, in your conversation today with the Venezuelan Ambassador, you v 
emphasize the following points: 


l. We are very seriously concerned over the action taken by the 
Venezuelan Government. . 


2. We recognize the fact that the Government has a perfect right to 
take such action, but there are many things that we have the power to do 





‘ 
| Sa handwritten marginal notation reads: 
"something missing here." 
Sa summary of the conversation is contained in 
7 Carvatas 
the wapartaent's (tes) 382 to the-bmbeceyr-in- Venerueie, 
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Dec.\ 24, 1958. (831.112/12-2458) 
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but have refrained from doing out of consideration of the interests of other 
countries, 


le 


3. We have consulted with our friends before taking unilateral action 
on matters affecting their interests, and we have made a very special effort 
to consult with Venezuela. 


4. We would have expected that the Venezuelans would have consulted 
with us in advance before taking a step which effected the operation of 
important U. S. interests in Venezuela, and which may have repercussions 
elsewhere in the world. 


5. An additional factor was that Assistant Secretary Mann was in 
Venesuela at the time the decree was promulgated, on his second visit to 
Venezuela in a year, solely to consult with the Venezuelan Government con- 
cerning oil import policies. Nothing was said to him about the decree 
until it was announced to the public. 


6. Im the spirit of cooperation which characterizes our relations with 
latin America, consultation plays an important part, The Latin American 
mations never hesitate to tell us what our policies should be, anid we are 
very pleased to receive their views and to consult with them in advance in 
order to mitigate the possible adverse effects of any action we contemplate 


taking. 


7. In summary, we consider the action the Venezuelan Government has 
taken as very serious, especially since it was taken without consultation with 
us, and since it may have repercussions in other areas of the world. We 
would hope that the Ambassador will report our concern to his Goverment. 
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SUS ACT: Venezuelan Income Tax Revision 
. PARTICIPANTS: Dr. Marcos Falce6n-Sricefio, Ambassador of Venezuela 
; Mr. R. R. Rubottom, Jr., Assistant Secretary for Inter-Ane 


Mr. Maurice M, Bernbauz, Director, East Coast Affairs, ARA 
Mr. C. E. Bartch, Officer-in-—Charge, Venezuelan Affairs 
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Ambassador FalcoSn-Bricefio called at the Department this afternoon at 

Mr, Rubottom's request. Mr. Rubottom expressed the serious concern of the 
highest levels of the U. S. Government over the action taken by the Venezuelan 
Jovernment om December 19 to increase the general income tax rates, persiowlaryy 
since Venezuela failed to consult with the United States, 
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Mr. Rubottom pointed out that in view of the substantial U. S. interests 
Venezuela, especially in the petroleum industry, we would have expected that t ip 
Venezuelan Goverment would have consulted with us in advance of taking action 
which so clearly affects those interests. Mr. Rubottom said that there was no 
Question whatsoever of the Venezuelan Government's right to adjust its income tax 
rates, es a matter of national sovereigty. He reminded the Ambassador, however, , 
that the United States has scrupulously followed a policy of consulting with 
other goverrments before taking eny action which might affect their interests. 

He pointed out that special efforts along these lines had been made to consult 
regularly with Venezuela, as the Ambassador well knew, Mr. Rubottom a luded to 

the importance we attach to friendly consultation and cooperation on matters 

of common interest among the nations of the hemisphere. He said the United States 
considers this friendly consultation a cornerstone of our Latin American relations. 
He pointed out that Venezuela's failure to consult in advance with the United 

States had been even more astonishing in view of the fact that Assistant Secretary 
Mann was in Venezuela on the very day the decree was promulgated and made public 2 
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having gone there for the second time this year te consult with Venezuelan 
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officials corcerning the oi. import situation. As a matter of fact, Minister 
of Mines Julio Diez had gone directly from a three-hour meeting with Mr. Mann 
to the White Palace to participate in a ceremony ammouncing the income tax 
reform, without having even mentioned to Mr. Mann the reason for his departure 
from the meeting. 


An additional reason why censultation would have been expected is the fact 
that the action of the Venezuelan Govermment could have far-reaching repercus- 
sions in other areas of the world, Mr. Rubottor stated. He asked <hat the 
Ambassador report to his Government the serious concern of the United States over 
the action it had taken. 
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The Venezuelan Ambassador declared that he had no explanation of the lack of 
advance discussion with the United States of the action taken by his Government, 
He said he was certain that his Govermment's action, and its failure to consult 
with us, did not imply that his Govermment did not value highly the friendship 
and good will of the United States. He assured Mr. Rubottom that the Government's 
action did not mean that his Government did not appreciate the importance of 
consultation. He thought that the reason the tax reform was announced without 
consultation or other advance notification was that it was considered a matter 
of extreme urgency. He referred to the economic problems and unpaid debts in- 
herited from the Pérez Jiménez Government and the unbalanced budget for the current 
fiscal year. He said Venezuela's need for additional funds was imperative and 
that action before the end of this calendar year was considered necessary in order 
to obtain the benefits of the higher tax rates on 1953 income. He mentioned also 
the fact thet the foreign loan of $225 million approved by the Provisional Govern= 
ment had been delayed until Congress convened in January. 
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The Ambassador called attention to the statements by the Ministers of Mines 
and Treasury concerning the income tax reform, and repeated the most simificant 
points made in the statements. He reiterated his Government's position that the 
tax revision was an internal matter and entirely within the soverei¢m power of 
Venezuela. He characterized the statement issued on December 22 by Mr. H. W. 
Haight, President of the Creole Petroleum Corporation, as somewhat violent ("una 
poca violents") and as unfortunate. He attempted to refute the claim mde by 
Mr. Height that the new tax rates would affect the costs of the oil companies or 
impair Venezuela's competitive position in the world petroleum market. 


The Ambassador repeated Mr. Rubottom's expression of serious concern several 
times in order to make certain that he would interpret to his Goverrment precisely 
the attitude of the United States. In response te Mr. Rubottom's request, he 
promised to ask his Government for additional information on the background and 
meaning of the action it had taken. 
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’ Secret Washington, January 19, 1959. 

a ) 4 Mm. CA-6027 . 

> SUBJECT : Recent Change in Venezuelan income Tax Law x 
a _ 
j= To:  AMEMBASSIES: BAGEDAD, BEIRUT, CAIRO oS 
45 ? : , , , DAMASCUS, DHAHRAN : 
<5 JIDDA, KUWAIT, TEHRAN \. wy 7 
Ze ge 
pe ~~ 
=% 34 
i On December 19, 1958, effective December 20, 1958, and =< 
az retroactive to 1958 income, the Government Junta of Venezuela {« & 
oO = | decreed an amendment to the Venezuelan income tax law providing * § 
. for increased surtax rates. The decree has the effect of 
aw breaking the 50-50 principle which had its origin in Venezuela 
2 = as pertains to the petroleum and mining industries. 
— 
Woe 
se 1. Venezuelan Concession System 
: © 

we 


The Venezuelan concession system, during its entire history, 

including under the 1943 Petroleum Law, has fixed and defined 

the terms and conditions of the respective concessions in the 

Petroleum Laws themselves. Until enactment of the 1943 Petroleum 

Lav, such terms and conditions referred not only to technical 

and operating matters but, moreover, froze the tax regime for 

the full life of the concessions in that the concessionaire was 
guaranteed against taxes directly burdening his enterprise or 
in amounts larger than those in existence at the time of con- 
cession issuance. The foregoing rights were considered to be 7 
acquired and inherent in the concession. 


3 


During the discussion of the 1943 Petroleum Law, the princi 
of equal sharing of profits between the Venezuelan Government 
and the petroleum concessionaire was developed. Although the 
petroleum industry full well realized that by converting petroleum 
concessions issued under prior laws to the Petroleum Law of 1943, 
1 it was exposing itself to the legal possibility of unlimited 
' RM /R, income taxes, industry had, from the outset, the moral assurance 
' iG from the govermment that the purpose of the new arrangement was 
Agal...-..2. only to share equally with the concessionaire the profits arising"; K 
! from his Venezuelan operations. While, as stated above, the vr 
OV... nee Venezuelan Goverment has always had the power since 1943 ~ 
’ to raise income taxes so as to impair the 50-50 principle, it a 
| “Bt -----nemag | never did so. On the contrary, until December 19, 1950, the — |S 


ee ee C- 

















“DECLASSIFIED FOR PUBLICATION IN 
FOREIGN RELATIONS OF THE UNITED STATES" 





1 _ <p ae SET COPY MUMABLE 7/2 Yer 


‘A 


a 


ee 


Govermment repeatedly reaffirmed the 50-50 principle. Relying on such 
assurances, the petroleum industry has invested in Venezuela vast sums 


of money. 


Therefore, under the "equal sharing principle”, government and 
industry have shared profits fram the industry on the basis that royalties 
plus income and other incidental taxes would give the Venezuelan Goverment 
50 percent of the concessionaire's profits. In other words, if a petroleum 
concessionaire, after paying royalty and taxes, as aforesaid, had a profit 
which exceeded govermment "take", the excess profit was to be divided on 
a 50-50 basis between government and the respective concessionaires. 











2. Pre-December 1 Tax tem 


In Venezuela the oil industry has been subject to three different 
taxes on income. The first two are general provisions applicable to all 
personal and corporate incomes, and the third is a special provision 
covering the extractive industries. Until the December 20, 1958, tax 
decree, the oil companies tax bills were made up in the following manner. 


(a) The Basic or Normal Tax 





This is a 24 percent assessment on net income derived from 
normal industry operations such as production, transportation 
or refining. Net taxable income is calculated by deducting 
from gross income the usual charges of doing business, 
similar to those in the U.S. Depreciation and depletion 
are alloved, but depletion is limited to a return of cost 
rather than as a percentage of total production income as 
in the U.S. Losses are deductible mich on the same basis - 
as in the U.S. and e carry-forward of losses for the purpose 
of this tax is permitted for two years. 
The 


(>) The Supplementary Tax (Surtax) 


Su 
This was levied at progressive rates commencing vith 1.5 
percent on net taxable income up to Bolivars 10,000 ($3,236) 
reaching a maximm of 26.0 percent on amounts in excess of 
Bs. 28,000,000 ($9.06 million). Im some cases a reduction 
in the supplementary tax rate was granted for new investment 
in increased production facilities. 


(c) The Additional Tax (50-50 Provision) 


Under this provision of lav, a levy of 50 percent vas 

assessed on the amount by which a company's net income 

after deduction of taxes (royalties - a minimm 16-2/3 

percent under the Petroleum Law - are included as taxes paid) 
exceeds total taxes paid. This classical example of the I 
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characteristic of the Venezuelan petroleum industry that a 
high volume of operations has been required before a profit could be 
realized. Therefore, until a level of production and profits has been 
reached allowing the 50-50 profit sharing tax to become effective, the 
division has resulted in favor of the govermment by reason of a relatively 
high royalty and heavy exploration and development costs. An unofficial, 
although reliable comparison of the direct income of the Venezuelan Govern- 
ment from petroleum companies (other than fram bonuses for new concessions) 
with the net profits of those companies over a period of ten years (through 
1957) shows a ratio of 53-47 favorable to the goverment. 


3. Decree Law of December 20, 1958 





The decree law of December 20, 1958, increases the supplementary tax 
(No. 2 (b) above) to provide for a minimm of 2 percent on taxable income 
up to Bs. 10,000 and a maximm of 45 percent on net taxable income in 
excess of Bs. 28,000,000. As under the prior law, certain reductions may 
be granted for new investment in increased production facilities. Neither 
the "basic tax” (No. 2 (a) above) nor the "additional tax" (No. 2 (c) 
above) is altered. Although the additional tax remains unchanged in 
the new law, it is rendered ineffective so far as the oil companies are 
concerned since the operation of the new surtax schedule in combination 
with the basic tax and royalty payments will, in all cases that can be 
envisioned, result in total revenue to the Govermment of considerably 
more than 50 percent. 


In view of public statements made by the Venezuelan government that 
the level of the Venezuelan income tax is still favorable when compared 
to other countries such as the U.S.A. where the corporate rate is 52 
percent, it must be pointed out that this is not accurate in the case 
of a U.S. corporation producing oil in the United States. With the 
application of the 27.5 percent depletion allowance, the level of U.S. 
income taxation is substantially below that of the Venezuelan law, i.e., 
about 38 percent in the United States versus 47.5 percent in Venezuela. 


While mich study is needed to make a precise calculation as to the 
effect of the December 20 decree, preliminary estimates indicate that most 








oil ec ies will find their payments to goverment for 1958, and 
suc years, increased from a 50 percent to a percent basis. 
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The action of the Government Junta was not preceded by public 
discussion of the measure and it came as a complete surprise. In 
February 1958, Admiral Larrazabal, then President of the Goverment 
Junta, had given explicit assurances to the oil industry that the 
provisional goverment intended to maintain, without modification, the 
then prevailing laws affecting the petroleum industry. O various occa- 
sions since the provisional government gave the foregoing assurances, 
government spokesmen, both publicly and privately, have acknowledged 
the moral undertaking of the Venezuelan Government to respect the 50-50 
principle and reaffirmed the intention, in any event, to leave fundamental 
decisions for the elected government which was to take office early in 
1959. 


4. Action Taken to Date 


The U.S. has expressed no opinion on the substantive provisions 
of the tax law amendment. However, our Embassy in Caracas, on first 
learning of the measure, expressed to the Venezuelan Ministry of Foreign 
Affairs surprise that action on an issue as sensitive as this, which 
not only directly affected U.S. investments in Venezuela, but which 
could have an adverse effect on U.S. interests in other parts of the 
world had been taken without consultation. Further, the Eubassy pointed 
out that failure to consult was inconsistent with Venezuela'e insistence 
on consultation before U.S. action on matters affecting Venezuela's 
interests. Similar representations vere made to the Venezuelan 
Ambassador by the Department. The Venezuelan Government has taken 
the position that the decree was a general tax reform affecting all 
Venezuelan tax-payers, including oil companies, and, therefore, within 
its sovereign power. In reply, we have said that ve do not question 
Venetuela's sovereign right to take the action, but are seriously . 
concerned over the failure to consult in advance and the manner in 
which the decree was promulgated. 


On January 5, Assistant Secretary Mann met with representatives 
of U.S. oil companies having operations in Venezuela in order to exchange 
views on the effect of the recent tax decree on the Venezuelan oil 
industry and on world trade. The consensus of the meeting vas that, 
although the tax amendment would obviously result in immediate and 
short term fiscal benefits for Venezuela, the long term effect would 
be adverse in view of the harmful effect it would have on Venezuela's 
competitive position in the world oil market, and the lessened 
attractiveness of Venezuela in the future to investors. It was con- 
sidered unlikely that thedected government, which is to take office 
early in 1959, would find it politically possible to undo the decree 
itself, even if the new government were so inclined. It was agreed 
that the main objective of the companies, and of the Department, 
should be to reduce the possibility of further harmful action by the 
nev govermment, and to modify or to ameliorate the effect of the decree 
iteelf. It was recognized that Venezuela's government would be _j 
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sensitive to any action which could be interpreted as retaliation by “d 
the companies against the tax decree. It was agreed that the campanies 
should attempt to inform influential Venezuelans of the probable 

economic consequences of the tax decree and should avoid public state- 
ments that might further exacerbate the issue. It was agreed that the 
Department would undertake to induce the Venezuelan Government to educate 
the Venezuelan public on the economic issues involved so as to remove 

the matter as far as possible from a political and emotional plane. 

The Department suggested that each company evaluate the effect of the 
decree on its own operation and on Venezuela's competitive position in 
the world oil market both in the short term and as far in the future 
years as can be projected. Although industry is still assessing the 
financial impact of the new tax regime, there is little doubt of the 
detrimental effects of this action on investment climate, on Venezuelan 
oil in world4 markets, on industry operations in Venezuela, and, in general, 
the impairment of confidence which, up to now, has caused foreign capital 
to invest vast sums of money in Venezuela. 








In summary, although the petroleum industry realized from the 
beginning that by converting their concessions to the Petroleum Law 
of 1943 the legal possibility existed that unlimited income taxes could 
be imposed, industry had the assurance from the outset that the Venezuelan 
Government's intent was to share equally with the concessionaires the 
profits arising from their operations. 


While the Venezuelan Government has had the legal right since 
1943 to rupture the 50-50 principle, it never did so. On the contrary, 
until December 19, 1958, the 50-50 principle was repeatedly reaffirmed 
by the government. The sovereign right of the Venezuelan Government 
to do this is not challenged; however, the wisdom of handling the ~ 
matter as it did is questioned, particularly due to the adverse effect 
on investment climate and the ultimate detriment to the economic vell- 
being of the country. 


Neither the Department nor American petroleum companies regard 
the situation created by the Venezuelan tax decree as having that 
finality which would preclude discussion between Venezuela and industry 
of the issues involving mutual interests. Protests have been registered 
with the Venezuelan Government stressing the lack of prior notice and 
opportunity to be heard both on the part of the U.S. Government and 
the oil industry. It is hoped that as a result, the Venezuelan Govern- 
ment will grant the opportunity for friendly consultation aimed at 
reducing the adverse impact of the decree. 


When considering the possible impact of Venezuela's action on 
Middle Eastern arrangements, it is the Department's firm view that the 
concession relationships in the Middle Eastern countries are contracts 


which may be modified only by mutual agreement of the interested parties. J 
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~ The United States attaches utmost importance in international relations “T 
to the maintenance of confidence that contractual obligations will be 
honored, and would be deeply concerned if contracts with its citizens 
should be breached. This is in contrast to the situation in Venezuela 
where the concessionaire was not legally assured of any limitation on the 
government's power to tax, but relied on the moral assurance of the govern- 
ment's stated intention to adhere to the 50-50 principle. 





5. Recommended Action 





The foregoing is forwarded to provide U.S. representatives with 
an accurate picture of the Venezuelan situation as it stands today and 
to enable U.S. Missions to answer questions which may be put to them 
on the subject by host governments. It may also be used, at the dis- 
cretion of the Missions, as the basis for discussions with senior 
representatives of American oil companies. In the Department's 
judgment, it would be unwise for U.S. representatives to initiate 
conversations with the respective governments. However, if approached, 
U.S. representatives should indicate that the U.S. disapproves of 
the failure of Venezuela to consult with interested parties prior to 
the promulgation of the decree law, and is deeply concerned over the 
probable economic consequences to Venezuela. The total effect of 
this law on Venezuela's revenue and investments remain to be seen. 

If appropriate in the circumstances, representatives should emphasize 
the difference between the Middle East arrangements and those in 
Venezuela, stressing the requirement, in the case of the former, for 
prior consultation in any effort to change contractual relations, 
since commitments in the Middle East are subject to international . 
contracts which may only be modified by mutual agreement between 

the interested parties. 


Pe tan 
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In the event the government indicates intention to revise existing 
arrangements, the Department should be promptly notified. 


The Department vould appreciate receiving information on press 


comments and other views being expressed in Middle Eastern countries 
on Venetuela's tax decree. 
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Governor Devéy, THUNEESdor Sparks, and Ijcalled on President Betancourt by co! 
pointment ot 6 a.m., February 14. We waited 5 or 10 minu tes on the porch of fhe 
residence, along with Venezuelan Ambassedor to the United Stetes, Sr. Marcos Fel¢gén 
Bricefio, end then were greeted by the President end Mrs. Betancourt, who escorté&4 
the group into the dining room for breekfast. 








The President wested no time in getting down to business. Addressing hinself 
to me in Spanish, he said that Venezuels intended to raise in the GAS the question 
of expelling the dictatorship countries. He declared that communism profited by the 
continuation of the dictatorships end that their fall would deel the communists a 
mortal blow. He began to refer by name to Trujillo, with noticerble feeling, and 
oimed most of his thrusts directly at hin. 


= loae I steted our policy of supporting the basic principles of the GAS, including non- 

3a intervention, and my conviction that this was fully compatible with the encouragement 
; ond growth of democracy. I questioned whether o mojority of countries in America 

A would support his position of expelling members which had not yet orrived a. democra- 

- tic systems. I reminded him of the risk,in tolernting eny kind of intervention, that 

. "bad" governments would feel justified in intervening just as much as “good” govern- 
33 ments. Governor Dewey, who followed the discussion through Ambassodor Sparks’ 

running translation, asked who vould judge when direct intervention vas colled for. 
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former N.Y. Gov. Thomas E. Dewey, Rubottom, John M. Budinger, 


Vice President of the S%ankers Trust Company, Harry Darby, 

Chairman of the Board of Darby Corp. and former U.S. \Sen.) from At 
Kansas 4958, General Lyman L. Lemnitzer, Vice Chief 

of Staff, U.S. Army‘,and Serafino Romualdi, AFL-CIO 

Representative for Latin America (who replaced 


AFL-CIO President / George Meany who was ill.) 
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The President reesserted his position. He would consult with Colombia and 
Argentine. He ecknovledged that Merico wes strongly agrinst ony kind of intervention. 
If the CAS would not join Venezuelo in expelling the Trujillo Government, then V 
le would withdrew from the G'S. They vould continue to edhere to the Rio Tresty/ and 


“| He had favored our stand against Arvenz.{” =<. ~~ 





The President said he hed lesrned much in 10 years. Things were now different 

in Venezuela. He would no longer tolerate the constant insults against him personelly 
end his country. Venezuela would teke economic sanctions such es not allowing Pan 
Americen Airvays to stop in Venezuelan if it continued stopping in Ciuded Trujillo; tL 
the seme with the Grece Line. He recalled Mr. Mann's coll on him 10 yes to 

warn him of possible air attacks on Venezuela by Trujillo backed planes.{ He reminded V 
me of the recent reports of possible bombing of Venezuelan oil fields ican 
planes. He kept referring to the “aggressive” tone of the Dominican Republic reply 

to Venezuela's invitation to his inozuguretion, sending irs. Betoncourt upstoirs to 

try to find a newspeper with the text of the “offensive” document. (Her mission wes 
unsuccessful but he promised to send me o copy to the Bmbassy.) The President ssid 

> ia” that he would tolerste no Dominican attempt against Venezuela, and would reply vith 
force if ettocked. On the other hand, he wos categoric in stoting thet he would 

mot permit eny revolt egainst the Trujillo Government or any other to be staged fron 
Venezuela. (Later I was informed thet he had made a similer declaration to OS 
Secretery General Mora. ) 
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I reentered the discussion on a different tack. I told the President of Haiti's 
problem which was really o hemisphere one but for which the United States was psying 


Ec aay the cost. I esked him what he thought of the Haitian exiles’ open cell frow Habana 

“te for the cverthrow of Duvalier who, vhether or not e “gooc” President, had been freely 

ee elected uy the Haiticn people after a year of chaos. Here was Cuba, in the first 
flush of victory over a tyrent, permitting ettacks on 8 nesruy government. Did he 
epprove’ 

— The President didn't know about this situation vut would look inte it. 

Then I said that he could count on the GAS for ebeolute protection of Venesuele 
mene egeinst eny outcide atteck. He was reminded of the Rio Treaty vhich hed proved its 
> effectiveness. With reliance on the CAS, Venezuela need hove no concern sbout sggres- 
pk aan sion; it could concentrate on its internal affairs without fear. The United States 
we would join with others to defend Venezuela before any serious il] could fall on 

_ his country. The President seemed to listen corefully, but he did not respond in 
a ae ony detail to my statement. Our host mentioned the reference to revision of the trade 
sep agreement in his insugureal speech. He described it as on “escape valve” to ease 
vey ® pressure on him from affected Venezuelan interests. I eaid we would discuss the 
Pd subject through reguler channels if he wished, but added that the egreement was core- 
<A fully balanced and would have to continue to offer advanteges to both parties. With 
onees the sleck in demand‘'for petroleum, and with the new crisis in the coal industry in 
sehtade the United States as result of reduced market in Germany, the time wos not the most 


propitious. He did not press his point. 


a Finaliy, he turned to the subject of military equipment. The country hod been 
~<a 4 left deeply in debt by Perez Jimenez. The wilitery would be loyol to him. ‘They need 
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\freference is to the Inter-American Treaty of 
Opeved for Aigrviatul 
Reciprocal Assistance, signed t Rio de Janeiro, 


Ar: Brazil, on Eept) 2, 1947, 
ehefe.§) : 


into force on Dec. 3, 1948. For text of the Treaty, 








1 Fe AO Oy 


and entered 


(My hy 





te 


see 62 Stat. 1681. 

4 

WA reference to Resolution XCIII, titled 
"Declaration of Solidarity for the Preservation of 
the Political Integrity of the American States 
Against the Intervention of International Communism,” 

Gar) 

approved on ry 28, 195%) at the Tenth Inter-American 
Conference which met at Caracas, Gar 1-28, 1954. A 


For the text of the resolution, see Tenth Inter-American 





Conference: Report of the Delegation of the United 
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States of America with Related Documents (Department of 





State Publication 5692, Washington, 1955), pp. 156-158. 
For pertinent documentation regarding the resolution, 
see Foreign Relations, 1952-1954, vol. IV, pp. 


Kk Gaon t (amwW ow 
\7 ForU.S. policy toward Suatemala during the 





' 
presidency of Jacobo Arbenz Guzman csi-gu) see 
V 


Foreign Relations, 1952-58, vol.IV, pp. Ceempéidation-eon 
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new equipment, especially for the crmored forces. 
United Stotes at “token” prices. This 
porting his government. 


They hope to buy it frog the 
would be one tengible way of helping ond cup- 


_ esked whether he wes talking about edditioncal equipment, or thst included in 

re) ei «A His reply wes not clear, but he seemed to meson o 
revision of the terms of the 1957 purchase ogreement, ond he egein referred to the 
need to buy it for token prices. 


As ve left the table £ told the President of the United States’ effort to we 
the Junta Govermment's request for an early date to insugurete the Doliver Statue in 
Vashington. ‘Se vented Preci@ent Eisenliover,to participate becouse of the event’: 
importence, end we vere cognicant of the plan of Venevela to send Admiral Larrazebol 
for the ceremonies. I hod received his mesenges vic Ambasendor Folcdn, Assistant 
Secretory Menn, ond Mr. Prowdfit. The problem of setting the date hod been difficult, 
ell the more so becouse of the uncertainty of the Venezuelen inouvurcl date vhich 
hed been changed twice. He laughed and seid that thie hed been herd on hin, too, 
end that it was the fault of the Venezuelan Congress. 


The President said that the date of Februsry 27 was oll right. They would send 
a fitting delegation, possibly headed by the foreign Minister, or wsybe the President 
of the Congress, Dr. Leoni. He reassured me thot our problem ves understood. He unde 
mo reference whatever to Admirer] Lerracabal. 


Ambassador asked the President to tell us how he felt about the presence 
of Perez Jimenez in the United States. The President said he understood the technical 
enc legel points involyed <-- that the man hed e Venezuelan diplomatic pessport, ond 
thet the Junte Goverment hed requested « vien. Nevertheless, he snid, United Stotes 
relotions with the people of Venezuele vould remein“veloy zero” os long es he etays in 
our country. The mon hee no future enpvhere; he is no problem in Venezuele to the 
President, but he is on impediment to good rel*tions. 1 esked whether, et this tine, 
he vould prefer to see Peres Jimenez in the Dominicon Republic. The President 
replied affirmatively. I seid I would look into the uctter. He didn't mention 
extradition and I didn't suggest it. 


After expressing our epprecistion to the President ond Mrs. 
daibossedor Felc6n, we departed ot 9:40. 


Betancourt and 
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$i de An 406 note, no. 179 of Feb.’ 5, 1957, the Government 


of Venezuela accepted the credit facilities offered by 
ae Ay. the G.s) in its note of (Dec) 6, 1956, for the purchase of 
| U.S. military equipment to implement the defense 
objectives assigned to Venezuela by the Military Planning 
~¢ Talks concluded at Caracas, War) 13, 1956. (€731.5/2-$57) 


Documentation concerning the extension of credit for 


military equipment is printed in Foreign Relations, 1955-57, 





PP- 
vol. III, leempiiation-en-Venesueia>. 
Crresident Eisenhower accepted the statue on 
’ ip. behalf of the U.S. qoveranens on ‘Feb. 27, 1959. 


Documentation concerning the matter is contained in 


decimal file #31.%4%?2. 
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of petroleum and petroleum products into the United States.” 
This proclamation made the voluntary import system 
mancatory. The new program, like the voluntary program, 

was »ased on national security requirements and was 

intended to insure a stable, healthy industry in the 


’ 


Inited States capable of eynlorine for and developing 
‘ 


7 
new hemisphere reserves, to-repiece-thoce bein depicted, 
/- 
Proclamation 3290 of April 30, 1958, amended Proclamation 3279 
f, 
‘ - 
60-46-40 exempt, Canadian and Mexican crude oil from 


mandatory restriction. (For the text of Proclamation 3279, 


m~ 1 es . ~ ™ 4 a | 
see 2% F.R. 178], amd for Proclamation 3290, see 
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Se The conversation with the President began with the usual kind of light 
ive 


chit-chat. The President remarked, in response to the Ambassador's caments 
concerning redecoration in his office, that he wanted to change some of the 
portraits on the walls. He said he would prefer to have portraits of some 
civilians, in additim to the military portraits which are there now, but he | 
can't forget that the mly civilian President Venesuela has had was overthrowml y 
The President proceded from here to a brief mention of how, since his days of 
exile, he always sits in a public place with his back to the wall and facing 
the doar. He mamtioned in this connection an assessination attempt against 
him in Havana in 1952. 


Ambassador Sparks introduced the subject of the Bolfvar statue dedica- 

tion and commented that he thougt the ceremony had gone off very well indeed, 

He then handed Presidemt Betancourt a letter from President Eisenhower ex- 

pressing the President's appreci ation for the medal which Betancourt hai sent 

to him by Dr. Uslar Pietri., President Betancowt referred to President : 

Eisenhower's speoch and expressed great satisfaction with its contente, He “Ww 

asked if we had received the text of this speech here and said that he would 

like to have a copy of ite He asked that it be cent to him through the Foreign 

Office, Ambassador Sparks said that this would he done and said that as a 

en matter of fact the full text of the speech hai been given to all of the Caracas 
newspapers but that it was carried only in excer,;t by those papers. President 
Betancourt suggested that the Embassy develop cl:ser relatios with the publishers 
of the various papers and expressed his opinion that if material of this kind 


“AT Some were handed personally to the publishers, he fe)t sure that the newspapers 

pk al would carry it. He mentioned specifically Migue) Angel Capriles;jin this con- 
‘foXp nection. He also mentioned EL UNIVERSAL as bein; a newspaper whch he believed 
ine would be receptive to this kind of approache | 

ora Speaking of the newspapers apparently reminded him of the front page story 
eS carried by IA RELIGIG! today concerning the imminent arrival in Venezuela of 
oman ex-lresida@it Arevalo of Guatemala. He went to his desk to get this newspaper 
“rr and indicated his surprise that LA RELIGIG@I, of ail papers, would carry such 
er a complete story on Arevalo's visit. Proasding fom this, President Betancourt 

33 adh opened up the entire fisld of discussion concerni’g Arévalo's trip to Venezuela, 


ore. The President said that Arevalo will not be here <n any kind of official 

xt Capacity, but that he has rather been invited to Venezuela by the Central 

ses University to deliver “some lectures", Betancourt will see Arevalo privately 
: he said, ami perhaps entertain him in his home but he will extend no official 
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honors to Arévalo and will not receive him at the Palace. The President | 
expressed an opinion to the effect that he sees no reasm why Arevalo should 
not come to Venezuela ~ that he is not a Communist although he is used by the 
Communists. President Betancouwt expects there will be increasing activity 

on the part of Venezuelan Communists but he feels that this situation can be 
handled and that he will soon be able to bring it under control. In later 
conversd@ion on the same subject, during lunch, Ambassador Sparks observed 
again that Arevalo is bitterly anti-American and that he is a disturbing 
element for the Americas in gmmeral, but particularly in the Caribbean area. 
Ambassador Sparks in this connection referred to Arevalo's visit to Bolivia 
in 1953 and to a three-hour speech which he delivered in Ie Paz in which he 
included innumerable fal statements about the United States designed to 
spread sharply anti-American fecling. Betancourt said that he intends to 

talk to Arevalo when he arrives, to explain clearly the situation in Venezuela, 
to warn hin that the ambiente here is not conducive to anti-American propaganda, 
that the Venezuelan Government position is definitely anti-Communist, and so 

on. Betancourt will make clear to Arevalo that he should restrain his acti- 
vities in Venezuela or that he will not be able to remain here. President 
Betancourt in this connection said thgt Arevalo only has a three-month visas 

He adwitted that he is a friend of Arevalo but not an intimate one; it was 
clear from the conversation that they are on first namg terms. Betancourt 
explained Arevalo's ati-Americanism by saying that Arevalo "discovered" 
anti-imperialism vory late in life, just a few years ago. As Betancowt 

said, others lixe himself "discover" anti-imperialism at an early age and 

the grow away from ite In reply to Ambassador Sparks' observation that 
Arevalo had a great deal to do with Arbenz' accession to the Presidency of 
Guatemala, Betancourt expresged his daibt that this was true. He rgferred to 
a conersation he had with Arevalo in 1953 in Chile at which time Arevalo made 
clear his lack of admiration for Arbenze 
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As a further development of the early conversation on United States Enbassy 
stems relations with the Venezuelan press, President Betancourt devoted considerable 
attention to the importance of United States and Venezuela pursuing vigorously 
a closer cultural and exchange program. He spoke specifically of the contribu- 
tion which could be made to United States-Venezielan relations by increased 
Nn travel on the part of students, professors, labor leaders, etc. He suggested 
} that groups of U.S. students and labor leaders visit Venezuela, with their 
m4 Venezuelan counterparts visiting the United States. He said that if the 
ea United States would sponsor the visits of such groups to the extent of paying 

- their transportation, Venezuela would cooperate by declaring than guests of 
the nation and handling their maintenance expenses while they are in Venezuela. 
He suggested that perhaps the same thing could be done with reference to Vene= 


= guelan students and labor leaders who might visit the United States. Turning 
arn to his suggestion that American professors come to Venezuela to visit the 


os University, Betancourt said he has many professor-friends in Califomia, 
ub Arizona, New Mexico, Texas and Columbia University who speak Spanish and who know 
: latin America and who could perform a fine service during brief visits to 
r Venezuela. In this connection he mentioned specifically Ronald Hilton in 
V Stwirord Uilversity.7 He said “don't be afraid" with reference to both 
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students! visits and workers' visits to Venezuela - making clear tha he had 

in mind the experience of Vice President Nixon last yeare He said that U.S. 
students could visit the University here with no trouble and could have a very 
good effect on the situation here, He said he would see that ay workers who 
came were taken to the Casa Sindical and that here again any contact they had 
with Venezuelans could be very productive. 


. le tae DNGe Bad’ eke o 


President Betancourt suggested that the Embassy explore the possibility 
of organizing some kind of a cultural exchange committee of younger pro- 
American professimal people, with the emphasis on middle class rather than 
wealthy good families, to be camposed in large part of doctors, lawyers and 
businessmen who may have studied in the United States and who are friendly to 
9 the United States, He said there are many of these people, and he mentioned 
es / Dr. Marcel Roché\as an example, who with some organization would be able to 
ns at make a real contribution to United States-Venezuelan relations. He suggested 
pa that this group for example might be able to help select and find professors in 
Lm the United States or other public figures who might come to Venemela on visits 
were OS for study @ sp es. The President said that he would speak to 
St of Education) about this and suggest that he work with the Embassy 
*, on the idea. Betancow't d that it would be more productive to develop a 
b. program of this kind with the Minister of Education rather than attempt to d 
it with the University guthorities. ' 
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With reference to petroleum restrictions the President made it clear that 


Exo wigs he was informed but not axcited about the obligatory program. He recognized 
Pea F the cutbacks in production which have taken place in the United States and 
er he recognized also the importance of explaining correctly to the Venezuelan 


- people what the true eituation of the petrolown market is, He spoke of the 
extreme importance to Vemezuela of having a stable market for petroleum and 
of not having to experience a sharp drop in prices. At the same time he said 
sae of course it is essential for Venezuela that its overall income from petroleum 
not be sharply reduced. There was at no time a suggestion that Venezuela would 
protest the mandatory program but the President obviously trusts that the 
United States will adninister the program in such a way as to avoid any un- 


paar necessary hardship on Venezuela. He said that he will work with the Minister 
* aed of Mines to accomplish a good understanding by the Venezuela people of this 
Sere situation and he also said that he will tell the Minister to draft a note 
FE 3 Vi, for delivery to the United States containing Venezuelan reaction and ideas 
in Se concerning the restrict President Betancourt said that his 
Re Government has no intention of co ing the trade agreemat negotiations 
=a with the oil restrictions; he said that in his opinion these are two entirely 
—: different things. 
—s oe 
bETPA, President Betancourt spoke of the problem of military expenditures and 
“gir said that he is anxious to accomplish a number of thines for the Armed Forces 
‘sa that will represent an expenditure additimal to the regular budget. He made 
vby clear that what he has in mind is not an expenditure to improve the lot of 
Pa = tho officers, and he made reference to the Circulo Militar when he said that 
ray the Venezuelan people already think that the military fare very well, but that | 
Met 
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7 * * * 
WAn atomic scientist. 


V Rafael Pizani. 
Vme Venezuelan Government did not. protest the 
mandatory restrictions program. However, in a memorandum 
dated April 24, 195%, the Government of Venezuela did 
protest to the U.S. Government about the proposed modifications 
of the mandatory imports program which would exempt 


pel o/tam - 


Canadian and Mexican, imports. (ARA Files, Lot 61 D 318, 


"0il-U.S. Legislation") 
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of the barracks for the soldiers, to move a 


he sane 
transport unit now located in Caracas outside the city and so on. He esti- 
mates that the things he has in mind might cost 10 million dollars. In order 


thout increasing the budget he hopes that 
it may be possible to acquire some of the normal materiel by means other than 
by direct purchase at full price, as under the Credit Arrangemant with the 
@, If he can arrange this normal acquisition at a lesser 

price he perhaps will be able to use the money thus saved for these other in- 
provements which he has in mind. The President said that his military officers 
have told him that other latin American countries, specifically Colombia and 
Brazil, are able to make purchases of materiel in the United States on the 
basis of momar less token payments. He is not familiar with the arrangements 
these countries may have with the United States but he made clear that he is 

aa interested in learning more about those arrangenents, He explained that he 
baa is not complaining at all and that he realizes the Perez Jimenez Government 
made much of its alleged ability to pay cash for all of its extravagant pure 
chases. The situation is quite different now and his Government is prepared to 
admit its problems; he hopes that the United States may be able to help him 
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ne in some of the solutions, 
a With reference to other governmental programs, he spoke of his plans for 
: public beaches on the Litoral, of a public park in the east of the city and 

\ another om the site of the old hipodromo (with baseball fields, basketball 


ty courts and other facilities), of moving people from the ranchitos in Caracas 

. back to the comtryside and helping them to set up in small scale agricultural 
endeavors, With specific reference to this last point, President Betancourt 
said that 3,000 families have already indicated their willingness to move 


sditivd from Caracas back to the comtry. 
mre The Foreign Minister hai spoken to President Betancourt about the Jerusalom 
vs. Tel Aviv conflict for the location if diplomatic missions in Israel. The 


President showed knowledge of this situation and of the United Nations resolu- 
tions on the subject and indicded that Venezuela's decision will probably be 
in favor of Tel Avive He suggested that the previous decision to locate the 
Venezuelan Legation in Jerusalen had been male by the former Foreign Minister 
who had perhaps been influq@wed in that decision by the fact that he is Jewish. 


President Detancourt made a strong statement in support of locating the 
new Inter-American Bank in Caracas. He said that this would be an opportunity 
to lessen the North Americmization of inter-American instit utions ani said 
that he thought it would be an excaeliat idea from the point of view of the 
United States as well as Latin Amrica for this bank not to be located in 





=a Washington or New York. He said he felt that Caracas was a roasonable com- 
—-- promise as a location for the bank and he hopes very much that this will be 
++ the final decisidn, 


rie President Betancow't referred briefly to the Dominican Republic and 
Venezuela's problems with Trujillo, statinz very definitely that Vmesuela will 
preset the problem of the Dominican Republic for consideration in the GAS 
within the next few weeks, 
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With reference to Puerto Rico and his friend, Mufioz-Marin, President 
Betancourt said that the Governor will be coming to Caracas for a visit in 
about six weeks. Betancowt said that he intends to meet the Governor on his 
arrival in Maiquetia ani that Mufioz-Marin will be his personal guest in his 


hone during his visit to Caracase (- NY 














At the request of Rubottom, the Deputy Assistent 
° Secretary of State for Inter-American Affairs, William P. 
Snow, excerpted some of the statements recorded in this 
memorandum and sent them to the Acting Secretary of 


State. (Memorandum from Snow to Herter,( Mar. 18, 1959, Ab: 


—— 


ARA Files, Lot 1 D 219, ‘Oil Imports Program.”) 
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731.00/3-2759 
Memorandum from the Assistant Secretary of 
State for Inter-American Affairs (Pubottom) to the 
Acting Secretary of State | 


Confidential Washington, March 27, 19598. 
Subject: Expulsion from U.S. of Pérez Jiménez and Family 


e 


The action of the Immigration and Naturalization Service in ordering 
Venezuelan ex-President Pérez Jiménez and family to leave the United States by 
April 15 already having been taken and publicly eammounced, this Department 
should acquiesce in that decision. In my opinion, however, it is unfortunate 
that we were not consulted in advance in order to bring into the purview of 
discussion certain political and other considerations which I will briefly 
G@llude to below. We should recognize that much pressure has been exerted on aad 
the Department of Justice to expell Pérez Jiménez by (1) liberal organizations oa 
and the press, (2) mesbers of Congress, and (3) in all likelihood Vice President Pt 
Nixon. | Peer 


From the standpoint of our relations vith Latin America, including Vene-/ 
guelea iteelf, the Pérez Jinénez probles was no longer serious. We had stood 
en our long time principle, plus the added factor of his having entered the ‘ 
U.S. om a Venezuelan passport issued by the Junta Government and with a vise 
requested by that Go. ernment, and this seewed to ba.e been widely recognized. 
In Venezuela iteelf, everybody knew that President Betancourt hed resided in a. er 
the United States and Puerto Rico for many years in spite of repeated demands Be 
by Pérez Jiménez that he be expelled. 


It is particularly unfortunate to have the Pérez Jiménez issue Semmx head- () 
lined again on the eve of Castro's probable visit to the U.S., and while 
we are considering cases of many former Cuben officials in the Batista ednzinis- 
tration, some of which are real hardship cares. Decision regarding these cases 
will now be more difficult. a3 
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f There remains the basic problem of the failure of the Department of 
j Justice (Immigration and Naturalization Service) to consult vith us on « 
A 









highly charged case which directly involves our relat with all of latin 
America and especially Venezuela where U.S. investmen highest in the 
world except for Canada. 


By 
ae 

_—ss—‘i‘é: ~éweccommmeend that you call Attorney General Rogers eat once to advise hin & 
a / of our concern over the way this case was handled and that Messrs. Murphy, : 


Hanes and I be au teke immediate steps in with the Justic 
Dn. + = 6 SBM 2s 
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\/ Herter’s handwritten notation at the bottom of the 











page reads: "“Done--6:30 P.M. 3/27/59 C.A.H.” 
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Telegram from the Ambassador in Venezuela (Sparks) 


to the Department of State 


Official Use Only Washington, March 30,1959--7p.m. 


“ _— 
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faay papers frontpaged INS stories order that Perez 

z and family leave US by April 15, possibility appeal 
noted but general impression is Perez Jimenez will depart. 
UP and AP reported State Department supports INS order and 
that his expulsion is in US interests. 


Editorial and cartoon comment hail move EL NACIONAL comments 
"if they really expel Perez Jimenez, welcome Mr. Nixon" EL 
INDEPENDIENTE editorial welcomes change of policy of support 
toward Perez Jimenez and other dictators although considering 
it overdue follow up stories report Perez Jimenez planning go 
Spain or Dominican Republic, 
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Participants: | President Rémalo Betancourt 
es Mini ster of Minos Juan Pablo Pérez Alfonso 
<2 Mr. Thomas C. Mann, Asst. Secretary of State for Econanic 
ad b= Ambassador Edward J, Sparks Affairs 
- J Minister-Counselor Charles R. Burrows 
35 Eoonanic Counselor Harlan P, Branble 
38 eae  heeweny yy Meren—gey—4++ 5. 
B3 
— conversation took @ at a luncheon at Miraflores which President 
. : Betanc off : 
5 Mr. Mann spoke to the President of the reports vhich have reached Washington 
“~— 2 


concerning the auspicious begimming of the President's tern of office. Presi- 
of dent Betancowt expressed his appreciation to Mr. Mann for these thoughts 
mS indicating his cbvious satisfaction and belief that his five-year tern will 
“> be a comstructive one, The President spoke of the problew which Venemela 
faces and of the demanding work which is required of hin. He 
rig by lar emphasis here to the problem of unemployment and said that 
> mumber of unatployed in the country is some 250,000, He spoke of his plans 
to attack the unemployment problem and to improve the basic 
tion of the country. Mr. Mann spoke of the importance of smal JAndustry to a 
as: country like Venesuela and the President agreed, saying that this was an ine 
tegral part of his plans. Presidat Betancourt, expanding on this idea of 
mall industry, gave particular attention to the resuscitation in Vesela 
of handicraft industries and spoke of the desirability of decentralizing 
industries of this or my other kind throughout the cowmtry and away fron 
=a Caracas, The President spoke also of his plans for agrarian reform, irriga- 
forme 


gave particu- 


: 
: 





tion, and low-cost housing. He referred again as he had in an earlier con- 
vercation (on March 10) to the Government's program directed toward faci litat- 
ing ani @moouraging the return of many of the ranchito dwellers in the various 
comers of population to agricultural areas, The President spoke of the 
necessity for local financing, particularly in the field of housing, and of 

his desire to broaden the base of this financing by instituting a system of popu- 
lar investment in governnert housing bonis, In terms of a basic source for 

swh investments, the President spoke particularly of the higher paid workers 





wee of the comtry, spesifically in the oil industry but also in certain other 
hide ot fields, and of the necessity of encouraging these workers to save their money 
a and to make it available through inwstments of this kind for the development 
| of the cowtry. He said he is thinking seriously of a plan wder which up to 
Ry SOL of year-end utilidades in the petroleum and other industries would be in- 


vested by the wolkers in Goverrmernt boniissues for low-cost housings 


at The President throughout the conversation demonstrated full confidence 
md conviction that he would be able to carry through his program with com 
plete success. le recognized the activitics of the Commmists but expressed | 
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’ Sy Mann arrived in Caracas the evening of Mar. 30, Kf 
= Ss 4 


1959, for consultations regarding the oil imports 


system. 
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his opinion that by 196, the next election, the Commmists will be able to 
account’ for no more than 60,000 votes. The President, and Minister 
Alfonso (who arrived same five minutes late) spoke with obvious prececupation 
of the variow labor disputes and strikes with which they have had to deal 
in the last two or three weeks. The Prosidait said that it has taken a 
groat deal of his time since he has had to deal personally with all of 
them. He spcke particularly of the illegal LAV ' strike and the 
hunger strike of the imprisoned military officers. Perez Alfonso mentioned 
and the the President discussed a bit f the Orinoco Mining Company 
strike. The reaction of the President and Alfonso seamed to be tha 
the compary has been inclined to be overly legalistic in its dealings with 
the wrkera. There was no protracted discussion of this subject however, 
except that the President's preoccupation was obvious, as was his apparent 
determination to endeavor to contribute to a solut the strike. 
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The President made a very quick reference to the news from the United 
Staes concerning the decision of the Imdgretion and ali gation Service 
respecting the continued stay in the United Sates of 2 Jimenez; in this 
connection he referred anilingly to LA ESFRRA's editorial of this morning 
(this editorial suggested that now was the time for the Venezuelan Poreig 
See ot ~ soggy ed sn, as it should have done before this, for the extradition of 

, Pezez nes). There was no further discussion of this. 


The President then turned to Mr. ann to ask him what "good news" he 
brought from Washington. Mr. Mann described his detailed conversation that 
> worming with “the Minter and said that he felt there had been a 
‘ tharough discussion of the petroleum situation. Mr, Mann emphasised to 
Presidextt Betancow't his belief that it is extremely important for the Presi- 


ae dent and the Minister to have imnedi ate conversations with representatives of 
a the petroleum industry in order to dissipate what Mir. Mann fears is a growing 
1 misunderst mding and fear on the part of the industry of the Government's 

=_ plans. President Betancowt seamed obviously taken aback at the suggestion 


of industry fears and gmroed that such conversations would be undertaken forth- 
withe Mr. Main sugested perhaps such conversations might begin with a person 
like Mr. Prowifit of Creole, in whom he believed the Presidmt and the Minister 
had full confidence, and who Mr. Mann considers to be a fair representative of 
nat the industry asa whole. In agreement with the President's expressed posi- 
age tion on this, Peres Alfonso said that he would begin tomorrow conversations 
with Mr. Proudfit which would later be expanded to include the otire industry. 
With refarence to U. S. restrictions on petroleum imports, the President sug- 
gested that the petroleum canpanies seem to have followed the position of the 
Comautists more than they have that of the United Rates or Venesuelm Gov ere 
vs ments. He said that the U.S. Government feels that restrictions are necessary 
ae and that the Venesuelan Governmert has not protested this decisia,. & the 
other hand the Communists have protested as have also the petroleum companies. 


Mt this point the Presidmt made reference to nationalistic cressures in 
Venesuela ani suggested that the Government would be orgaising soon a national 
governmental petroleun company. Mr. Mann expressed the hope that this oper- 
stion would not be «a cawe of further misunderstanding on the part ef the 
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in Venezuela and that the company would not engage in competitive 
activities. The President said that was no&t all his idea and explained that 
gt a time like this when nationalistic pressures have to be answered, it is 
better for the government to take a small step to deflect the pressure rathe 
than to hesitate ami be forced into a much bigger step later one He said that 
one of the main purposes of the company would be to provide opportunity for 
the training of Venezuelan tecini cians, who Perez Alfonso said are in extremely 
short supply. The Minister said for example that it is very difficult for his 
Ministry to find qualified people to fill necessary positions. 
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Ambassador Sparks opened the subject of recent developments in the Carib- 
bean and the President's reaction to them. Mr. Mann described how the initial 
favorable and enthusiastic public reaction in the United States toward the 
3 successful outcane of the Cuban revolution is now being tempered by second 
oc a thoughts as developments in Cuba and continuing unfriendly and extreme state- 
of ments by Castro are being observed. Perez Alfonso expressed his understanding 
of the immediate reaction in Cuba to the sudden release fran the Batista dic- 
tatorship but he showed concern at the continuing lack of discipline there and 
the failure to return to normalcy. President Betancow't made clear tint he 
retains his basic sympathy for the new Government in Cuba, although being dis- 





ee turbed by present developments, and that he intends to do everything he can to 
ee 4 advise Castro and to help in bringing some reason back into the situation, 
ath Betancowt said that Castro is avery young man, that he has a groat dea. .o 
ae 4 learn, and that he is very naive. The President spoke of Castro's attempt to 
aa tain from Venezuela, when he spoke to Betancourt here in January, a loan of 
be $300, 000,000, He said also that Castro had suggested that Venezw la might 
prer| sell petroleum to Cuba at a reduced price, in answer to which Bet ancourt said 


that he had suggested to Castro that presumably Cuba would likewise be pre-e 
pared to sell itr sugar to Venezucla at a discowrs. The Prosidamt said that 
= a Cuban commercial mission is expected to arrive soon in Caracas and he indi- 
) cated his intention to receive it sympathetically although he expects the 
mission will have far too much optimism in regard to Venezuela's capabilitie 
in this field. Betancourt's attitude was more one of sadness and sympathy than 
mything else. In answer to Ambassador Sparks' refermce to the experience of 


wae Figueres in Habana, President Betancowt said he believed that any monetary 
gen misunderstanding with Castro had been cleared up before Figueres left. In 
aioe, connection with Betancourt's references to Figuores, he took the opportunity to 


recall (as he has done previously) the fact that Figueroa did not receive an 
invitation for a State Visit to the United States while he was President of 
Costa Rica. 


With regard to the Daninican situation, President Betancourt described 
Venezuela's attitude as me of forbearance and resistance to a break in rela- 
tions. This has bem true despite cantinued needling by Trujillo, such as 
declaring the Venezuelan Charge persona non grata, unbridled newspaper and 
radio attacks on Venscuelaad on Betancourt, the departure from Caraces and 
return to Ciudad Trujillo of the Dominican Anmb assador and 80 oi. Betancourt 
does not plan to break relations na totake any other direct action but he u 
definitely expects to introdice at the Quito Conference in aed y resolution 
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. is to the Eleventh Inter-American 
Conference which was/ empected to meet in Quito 
in February 1960, but which was delayed at the request 
of the Ecuadorfan goverrmment until early 1961 and 


then postponed indefinively. 
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under which thembership in the QiS would be made dependent upon the presence in 

each country of a democratically elected governmait - perhaps even with the 

election having been supervised by the QAS, There followed some general dis- 

cussion as to the United States’ position concerning intervention and Betancourt 
ed his ideas on multilateral vs. unilateral action. He feels that if 

the United States were to take part in a multilateral action or position with 

reference to dictatorships, this would be generally accepted and appladed by 

the great majority of latin American nations. The only ones which would im critieg 

Cize would be those very few coumtries which do not now @mjoy democratic regimes, 

Mr. Mann indirectly questioned this by a reference to the long-standing position 

of Mexico, for exanple, on the subject of intervention, but President Betancourt 

expressed the belief that Mexico would go along with a multilateral approach. 

Presid@mt Betancourt said that as far as he himself is concerned he definitely 

at p lms to have an OAS team present in Venezuela for the 196 election. He said 

=e that the one real imminent danger for Trujillo is that the barbudos from Cuba 

, will take things into their own hands and mount an invasion of tle Dominican Republic. 
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President Betancouwt then entered into a discussion of the great desirability 
of doing everything possible to strengthen the QMS, particularly by decentraliza- 
tion of some of its functions outside of Washington. He mentioned the Inter- 
American Juridical Council in Rio de Janeiro as beirg the only GAS Agency not lo- 
cated in Washington and then repeated the Veneaielan arguments for the establish- 
ment of the new Inter-American Bank in Caracas, Mr. Mann reviewed the etire 
background of this question from the U.S. point of view and described the basis 
on which the U.S. position has been adopted favoring the location of the Bank in 
Washington or New Yorke President Betancourt was obviously not impressed by these 

eet argurents and Mr, Mann asked him if this were a highly important issue to him, The 
| President responded by saying that it is a highly important questim to the future 
welfare of the GS more than it is of importance to him personally or to Venezuela 
Mr. Mann said that he would discuss the matter again in Washington, preseting the 
ana Presidmt's points of views, although he said he feared that he could offer little 
hope of success, 


Ambassador Sparks raised the question of Pan American Airways! problem of 
jot flights to and through Venezuela and the company's hope that the air base 


a at Palo Negro might be used for its Asuncion run until the runway at Maiquetia 
ache may be lengthened, The Ambassador explained that a total of some 12 or 13 
Mies landings (one a week sovabound) is probably all tha would be necessary since 


"ae the strip @ NMaiquetia should be finished within the next three or four months. 
~ Nene Betancourt was fully briefed on this matter and as we wore leaving his office 

; he read an order to the effect that the work on the rumway at Maiquetia be 
undertaken and completed as quickly as possible, 


soe In reply to Ambassador Sparks' question concerning the recently expressed 
o> position of the AD youth concerning Figueres, Mufioz-Marin, Romauldi, and so on, 
eae the President said this anall wing of the party is canpletely a dissident one, 
— of very small consequence, and that its menbers will be expelled from the partys 


He said that his invitation to Mufloz-Marin to visit Venezuela still stands, and 
he expects there will be no trouble wham he canes, but the President also made 
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4 
Clear hat there is at the momont no definite date for the visit. The in- 
ference was that the President would await developmmts before issuing a 
definite invitatia, 


The President in an aside to Ambassador Sparks at the luncheon table 
referred to the previous conversation on March 10 and recalled to the 
Ambassador how he had said Venezuela would establish its legation in Tel 
Aviv rather than Jerusalem which had been done. 
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831.112/4-359 


Telegram from the Acting Secretary of State to the 





VV ———iséEmbassy in Venezuela, 


Confidential Washington, April 3, 1959--8:27p.m. 


“6us. 
4 





‘ Tai am: 
- +h 


Re recent discussions oil problem with Perez Alfonso, we have questi 
Canadian Emb in detail regarding time factor. After consivdting with Ottava 








Yih 


will move quickly to establish national energy board. 


“DECLASSIFIED FOR PUBLICATION IN 
FOREIGN RELATIONS OF THE UNITED STATES” 


Emb has informed us: 
1) Canadian Prime Minister/ has already publicly announced that Govt 
=_ 
2) Govt will propose resolution which will give Govt authority to = 


imports and exports of oil and gas. 
3) This proposed resolution will be debated approximately April 20. 


wa 
O} 
4) Debate will increase pressure on Govt to take positive ection wo 





including action on Montreal pipeline. 
SUSAKS Inform Perez Alfonso as promptly as possible of foregoing and 
state that Dept has no repeat no doubt that Canadian Govt rapidly approaching 


ef 


position where it must commit itself to a course of action which could be 





— 3 
very prejudicial to Venezuela.) \/ 
Dep$ giving this matter further attention. Separate telegram to Eb ‘a 


ee, 


<= 


will be sent early next week., 
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Vv Drafted by Mann. 
vin & Busior babar. : 
An WThe Ambassador did so on Apr.) 7, 1989.6 °° "77> ¢$9) 
de iy me Department 's/(tel, 688, /Apr.\17, 1959, stated,w fart ; 


"Department seeking authority inform Canadian Government 

in confidence within next few days that crude oil, unfinished 
oils and finished products imported by pipeline will be 
exempted from restrictions imposed by mandatory oil 

import program effective Mav 1. Purpose proposed exemption 
to forestall or minimize adoption by Canada of more 
nationalistic oil policies lessen Canadian criticism of 

our oil policies and reduce friction between Canada and 

US over this issue which threatens impair our joint 

defense arrangements." It added,"Exemption for oil 


imported by pipeline not expected lead to important increase 
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imports and therefore it is not believed either domestic or 
other foreign suppliers will suffer any substantial 


injury.” (€831.112/4-1759) 
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831.112/4%-359 
Despatch from the Ambassador in Lebanon (McClintock) 


to the Department of State 


, Unclassified Beirut, April 3, 1959. ' 
No. 576. 


“SuBJECT rup.ication in Arabic of the secenwy oamacveu sncome Tax 14W in 
Venesuela 


| In an effort to win friends and influence people, ee | 
zuelan Minister to Lebanan, has announced the publication in Arabic of the new 
"Income Tax Law", which has had such a serious effect on the fareign cil companies 
doing business in Venezuela. 


There follows a translation from the original French of the article which 
appeared in the afternoon daily Le Sar of March 17, 1959, announcing that an 
Arabic text was now available. 


LAW Qi DCG TAX IN VENEZUELA JUST 
PUBLISHED IN ARABIC LANGUAGE 


In its Arabic publication series of economic laws in Venesuela, 
the Legation of this comtry in Beirut, headed by H.E. Mr. Bernardo 
Flores, Minister Plenipotentiary, has just published the nea "Incame 
Tax Law" promulgated lately by the President of the Republic of 
Venezuela, Mr. Romulo Betencourt, who was the first precursor of the. 
economic rule of "fifty-fifty"” (50%-S0%) on the Venesuela oil revenues. 
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In his preface, written especially for the Arabic edition, Mr. 
Flores writes: "Venesuela, which considers the Arab Nation as a sister 
country to which. many bonds attach it socially and humanely, hopes that 
the present translation will be of use to the Arab states, and that it oO 
will lead to an understanding of the juridical-ecamamic measures .. 
adopted in Venezuela, as well as to their excellent results,* 














xiailesitfen 
ACTION COPY —-DEPARTMENT- OF STATE 


Me 1% | en action oce Mya iam tie permanent acrd corr ke DC fas with an wndertemen’ of acto taken 


o ~~. ose = 2 oe =, ae eee, a 














“DECLASSIFIED FOR PUBLICATION IN 
FOREIGN RELATIONS OF THE UNITED STATES" 


' 


~~ 





stST Coury W9WAD_ABLE VE -9& 











T President Romulo Betancourt 


Daten Mondemy-Aprid 27, 1959 


Asbassadar Sparks told the President that he had brought Mr. Burrows 
along as he was going to be absent next week in Chile to atten! the Chiefs of 
Mission Conference and he felt Mr. Burrows should be campletely informd on 
the subjats af totay"e conversation. President Betancowt ssed 
had 


under st anding. 


expre 
The President was 15 minutes late for the appointment, which 
arranged at Ambassador Sparis' request, and it became obviow imnediat 
that the reason for his delay hai been a telephone call from Ambassador Falcon 
Bricefio in Washington. Before Ambassador Sparks had an opportunity to indi- 
cate the purpose of his visit, the President said that he was concerned and 
worried by a report which he had received with reference to a decision by 
the United States to exempt Canada from the petroleum impart control restric- 
tims. He said that Falcon Bricefio had told him that « draft letter has been 
prepared in Washington for Presidmt Risenhower to send Betancourt simltan- 
eously with the announcement of the exemption, explaining the reasons for the 
action and making clear that conversations would continue in an effort to S$ 
find a satisfactory hanispheric solution tothe general problem, / Ambassador 
Sparks said that this had been one of the reasons he had asked for m audimoe, 
and then explained the detailed reasoning behind the exemption for Canada. 
The Ambassador placed primary stress on the integrated defame position of 
the United States md Canada, and on the impossibility of satisfying Canada 
that she should be subject to petroleum import restrictions at the same time 
that our security plans are so caupletely and indistinguishably intertwined. 
Axbassador Sparks also gave particular attention to the thesis that in taking 
this step the United States is actually protecting Venezuela 's market for 
petroleum in Casada, since we will hope that as a result pressure will be 
lessened in the Canadian Parliamatt to mthorize the construction of a pipe- 
line from Alberta to Montreal thus excluding imports of Vmezuelan petrolewa, 
Presidat Betacowt accepted the logic of there explanations and also said 
he appreciated the fact that Veezuela's sales of petroleum in the United 
States will probably not suffer mich because of the exemption for Canada, 
but he said that this artion puts him in « very difficult position public 
opinion-wise, As long as the dictatorship was in power, Venezuela had pro- 
tested the imposition of import controls by the United States, had encouraged 
delegations lixe that of the American Chamber of Commerce to goto the United 
States in protest, and had even threatened retaliation in the form of iron ore 
export controls, In co:trast, Betancourt has not protested the obligatary 
ispart control system but on the other hand has adopted a very understanding 


his 
been 
ely 


position, o7 


COPIDEITIAL 
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j Dral ded ty Burrius. a fic Vou hee & Fie f wil 
Viens ,under cover of ‘desp.) 9572 from Caracas, 


Jtmrere were two drafts of the letter. One 

prepared by Carl Bartch, dated ‘Apr. 24%, 1959, which was 
not sent, and the draft, dated Apr. 27, 1959, prepared by Craig 
M. Stark of the Bureau of Economic Affairs, which 
ultimately was uced. (ARA Files, Lot 61 D 319, "letroleum 
Policy.”™) 

The version which was finally sent, dated Cpr) 26,1956 
for delivery Apr. 29, was transmitted to the Embassy 
in(tel) 724. It stated that the forthcoming amendment to 
the mandatory program would, “improve the operation of 
the program and serve the interests of the Western Hemisphere. 
While the relatively small amount of Canadian oil sold 
in the North Central and Northwestern part of the 
United States does not compete with Venezuelan oil, this 
amendment will, we hope, reduce the serious risk of a 


permanent loss to Venezuela of its Montreal market. 


(831.2553/4-2959) 
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about it. 


The Presidmt talked also about Communism in Venezuela and although he 
recognized quite readily that the Commumists are active, and that they infil- 
trated vary successfully during the Provisional Government regim, he said 
that steps have bem taken md will be continued to keep then under control, 
He pointed out that there are no Communists at high levels in the Govermant 
that the Communist Party has not bem included in any political conferences 
spasored by the Government and that they themselves have bem protesting 
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“—J/Vicente Lombardo Toledano, Mexican labor leader 
Oyu ” ~~ eae. 
and unsuccessful, presidential candidate in 195?) :fea—mbe ct 


UCU te tees - 


7 The referenced tel., Apr. 19, 1959, reported 
that the Foreien Minister stated that the Venezuelan 
Cabinet had reached the conclusion that the U.S. was 
supporting Trujillo and the Foreign Minister implied 
that if Trujillo attacked Venezuela, Venezuela would 

- 
reciprocate. The tel) also reported that the Embassy 
deried emphatically the Cabinet's conclusion about the 
U.S. pocition,. and stressed that the U.S. position 
was to support OAS and Inter-American Treaty commitments 4e 


on ron-interverntion and the rights an luties o 


Americar states. (713.00/7%<-1959) 


7 > + 
o ‘ 
-” : mal 
\ The referenced telg, Apr. 20, 1959, reported st 
that the Department wat nvineed there would be strong, 
unfavorable reaction throughout the American states if 


Venezuela launched an attack against another Americar 
republic without adequate evidence that the latter 
attacked Venezuela. and without at the same time taking 


+h mat to the OAS 798 90/u.1 466 
° atter . . “ 
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cami ng 
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ships or planes attempt t 
Dominican Repiblice Ambass ado 
rong measure to take and the Presi 


quite clea that as far as he is omocerned 


38 


He referred specifically to the 


The President then turned to the matter 
Venesuel an propaganda which has bem “floodin 


is being held in Puerto ls Grus and said 
to 
he 
is 
to 
in 
st 


“= Reprblic. 
we ? 
= a | 


ainly he 


Venezuelans, 


So far thay have bem fomd before a- 


plosion and he trusts the police will continue to be successful in this, 
He is satisfied they are being placed by Dominican agents; cert 
thinks no Venezuela would be capable of manufact wing one. 


Presidert Betancourt at this point also referred to the numerous bombs 
be said, have had no experience as terrorists. 


that are being foumd arowd the city. 


The President said thet his military people advise him that members of 


ing to Venemelan rilitary 
officers their concern abow the inroads of the Camsunists in Vewsuela. The 


the America military missions have bem express 























EE 
tt 
ae ee —~ ~~ ee — oot *, ; ™ . ~~ Oe ne et alee ee ea 


OF THE UNITED STATES” 


“DECLASSIFIED FOR PUBLICATION IN 


FOREIGN RELATIONS 





—i>s ¢ 





Presidmt made it very clear that he did not think these matters fell within 
the purview of the American military missions and that he did not consider 

that remario of this kind mate his jd any easier. He said tha he is not 

ing@uocus about the position of the Communists and he repeated that appro- 

priate attention is being paid them he said further that the Armed Forces 

are solidly with and behind him. Ambassador Sparks agreed that our military 
mission people should not engage in conversations of this kind and said tha 
he would lock into it. 


The Preside, in speaking of his positian with regard to the Communists 
amd the Armed Porces, also said tha reports concerning division amag the 
three major parties are very much axaggersted. le said that, of « matter of 
fact, be was having lunch that day with leaders of the three parties in order 
to discuss important curret problem, 


At the end of the conversation Ambassador Sparks asked President Betancowt 
if the matter of PAA jet landings at Palo Negro pending the completion of the 
Maiquetia airstrip is a closed issue, The President said that the one experi- 
memtal landing presents no problem, but the Armed Forces are vary much opposed 
to continuing landings on a commercial basis umtil the airstrip at Maiquetia 
is Snished and the sid@it did not see how he could properly override this 
jection. The Presid@t said that in my case the wrk on the Maiquetia 
airstrip will be completed in Gotoder,. 
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411.316/4-2859 
Telegram from the Acting Secretary of State 


to the Embassy in Great Britain| 


Confidential Washington, April 28, 1959--9:13pm 


——9576. 


oe Prior to his departure for Arab Petroleum Vonierence venezue.ian minisver 
of Mines Pérez Alfonso was requested by Department to stop in Washington for 
consultation on proposed exemption from US import restrictions of crude oil 
and derivative products transported into this country by pipeline. Latest 


} information indicates he is returning from conference via Athens, Belgrade, 


London and Washington, not arriving here until May 4. View his change of 


and imminence Canadian debate on national energy resources bill it not possible 
delay public announcement of exemption until Department has had opportunity 


consult with him as originally planned. 
Embassy is therefore requested contact Pérez Alfonso as soon as he arrives 





in London later this week to inform him before April 30 if possible of action 
being taken and reasons such action essential in advance of agreement with 
Venezuela on possible broader hemisphere approach to oil import problem, 
_ Probable timing this action which amends President's Proclamation of March 10 | 
_ te provide exemption for crude oil, unfinished oils and finished products oe 


“Drafted by Bartch and approved by Snow; 
repeated for information to the U.S. Embassies in 


Canada and Venezuela. 
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imported by pipeline, motor carrier or rail is that it will bé approved by 

' _ April 30 ., 
President April 29 and announced |fakianingxian/to become effective on or after 
June 1, 1959. The proclamation President proposes to issue in effect provides 


for exemption from US restrictions of Canadian crude oil and derivative products 


* 


imported by overland transportation, 

In discussing amended oil import program with Pérez Alfonso following major 
considerations should be emphasized: 

1. Possibility that US might have to take action along these lines has been 


> ~ 


subject informal conversations between US and Venezuela for several months, 
2. Although we had hoped through informal discussions with Canada and 
Venezuela to reach agreement on some form of hemisphere approach to oil import 


o™ 


problem action concerning Canadian oil was necessary soonest because Canadian 
Parliament begins debate April 30 on national energy resources bill] with broad — 
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policy-making and regulatory authority including control of imports and exports 
of oil and gas, Ultimately adoption of such policy probably would involve 
building uneconomic pipeline across Canada and imposing restrictions against 
foreign oil which now supplies Montreal refining area, 

3. Since market for Venezuelan oil in eastern Canada is second in importance 
only to US market we believe any action we can take that would tend preserve this 
market is in Venezuela's long-term interest as well as our own, 

4. We do not expect exemption will result in important increase in imports 
of Canadian oil nor that it will cause any significant reduction in amount of 

=i 
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oil imported from other supplying countries including Venezuela. Levels of imports -—e ~ 
established for allocation purposes shall not apply to crude oil and derivative 
products exempted from program and therefore no significant reduction is expected 





in allocations as result amendment. Allocations can be reduced under amended f> 
program only if President finds such action necessary to prevent total imports from wis: 
attaining levels which seriously impair accomplishment purpose of program, 

5. Canadian ofl is high cost relative to that of other mjor producing Peal 
countries and competes successfully only in Districts II and V neither of which is 


a ee ee 


important market for Venezuelan oil. Present program announced March 10 already 6 Khas 


ot 


of ~ 


provides for what in effect is preferred treatment for Canadian oil imported into 
District II, It is not expected that increase in Canadian oil imported into 
District V as result proposed exemption will substantially exceed present level. 
Nevertheless if contrary to our expectations any substantial displacement of 
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Venezuelan oil should occur as result exemption US is prepared consult with Venezuela 


Sze SA Ss. 


and Canada to adjust situation, 


6, We regard amended program as consistent with our joint interest in common 


with Canada and the other American Republics in defense and security of hemisphere, a4 

We therefore hope that Venezuela will acifemnbier ow action as discriminatory —— 

but as necessary initial step toward possible broader hemisphere approach to problem, nid 
7. We have Venezuela's interests very much in mind and will in future give nalglige 

full and sympathetic consideration to views of GOV, We are mindful of under 3 

standing and cooperation displayed by present GOV on oil imports problem in the 

. - — : 
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past and hope that bilateral talks seeking broader solution my be resumed near 
future, FYI Perez Alfonso is close adviser to Venezuelan President on petroleum . eee 
matters and is understood have President's complete confidence and support. In 

past he has shown sympathetic and cooperative attitude toward restrictions US has ~~ 





imposed on oil imports, Present Venezuelan Government took the initiative in pre~- oe new 


paring Venezuelan public opinion for imposition March 10 of mandatory oil import ae ~ 
program and President Betancourt apparently hopes do so in regard Canadian exemption 
: from program, President and Minister of Mines have particularly emphasized pres 
_ Anterest in maintaining Venezuela's share of US market and stabilizing oil prices 
| at high level. They recognize that US restrictions have contributed to market Hf: the, 
: sean 


stability. AEXIMMXWEXXESCKES 


ZAXWAIEEX ERX EERRELEXIMIMEIEENEIE Since action we are about to take applies only 
to Canadian ofl it introduces new feature in US oil import program to which GOV 





objects in principle on grounds it discriminates against Venezuela in favor Canada, 
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END FTI 
Cable Department and repeat Caracas report conversation with Perez Alfonso, [4 
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2 op p oad DILLON ° snide 
§ 


7? Creat Brtloinw 
© vives did not arrivejuntil May 1, 1959, 


_—-—— ——_— 


and because of his limited stay in London, the 


general purport of the message, as given in tel.) 9576, Ap: 


was reported to him ty Venezuelan Embassy officials. 


(033.3141/5-259) 
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1) Formr President ferez Jimnnes; 
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Tye “enatuela Yoreicn Minister, Dr. Arcoya, s7lied on the vecretery by 
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Sud Fomian Minpicter expreceed arent appreciseticn fer tr: 
Gecrotery's Tole s* the Comferance, then said thot he had on {ejpertaat eosceg- 
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The Secrstery eald teat the docurenta furnished by Povenusle ip cuppers 
of its request would havo to b tekon up vivwourh Judictol chemals in the 
United States, assuming that Torez Jimener sould invo's ical dsfenae. Tie 
Foreign Minister recalicd thal the Vice Frasident, wtic fp Caracas leat year, 
hed, in response to 6 prero question, indicated thet the Un’ ted Staten would 
Grant a request for exvroditiaa if mode hy the Voreavelcn Coverreant. 

Yr. Fubotteu mealled that the Vier Freatéent hed actually cei¢ that tbe 
United states would give full Considercticn to eny such royurst in accordance 
with the tems of the Extradition Treaty. Th? people of VYeno-ueln rould bo 
unable to drav that finc a distinction, retorted the Forctan Minisicr. 


Thr Jocretary eaid that he wanted to direct tim discussion tcovarl Cubs, 
which probably locked on Yenzzela es ite closest fricnl encog her [atin 
fecricen neighbors. Castro arcaed to be clipp’re mtber wey vr Jerdirg 
Cuba into difficulties, and he hoped tiret, the Yomacumians vould be able to 
have some inf]uence on Castre Whom he boped to nae coretizy ror% mouth, 
posnibly stopping off in Cuba en route to tha mee ing cf the Conctral ’seembly 
Mr. Rubottem described *he detrioration of Baltel GtateaeCN mm rolrcionr ed 
the futile offorts in wilch Castro nner’ to be cummetd tn Seying be ec uparate 
the U.S. people fron U.3. Goverment, on Smporatbiec teak in the neane of oo 
democracy like the Urited Stsien. Peoented attcoks om the U5, Cove: sat, 
With nothing substaniiel to back then up, bel gratvelly sileneied mort U.S. 
public opinion and would redoimdé to Cube's gmat dztoicen tn the lew, rug. 
Cantro bad gained widesprent pubdiic suppert ia the United Slates, enpecially 
after ble trip leat cpring, Gre this hed beon fi licerod sway 
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SUBJECT: Extradition of Pérez Jiménez 


y 
IPANTS: Minister Counselor Armando Rojas, Chargé d‘Affaires of the Venezuelan K 
Embassy 
Mr. José Gil-Borges, Counselor, Venezue sy 


Assistant Secretary R. R. Rubottom, Jr. 
Mr. William T. Briggs, EST 


€ 
g 











4 Messrs. Rojas and Gil-Borges called on Sunday, August 23, at 3:30 p.m. '? 

_ et Mr. Rubottom's office to present a note requesting the provisional arrest 

: of General (retired) Marcos Pérez Jiménezg in view of the formal request for ‘ 

extradition of General Pérez Jiménez which the Venezuelan Government vas pre- ¢ 

paring and planned to present on August 24 or 25. Minister Rojas said that &% 
f 
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his Government bad asked him to present this note immediately and that he had 
Gesired to make the presentation to Mr. Rubottom personally in order to ensure 
that his Government's request would receive prompt consideration with a view 
to eliminating the possibility that Pérez Jiménez might leave the United 
States before extradition proceedings could get under way. 


Mr. Rubottom replied that the Department had been informed by Embassy 
Caracas that a request for extradition by the Venezuelan Government was oy 
imminent and that Embassy Caracas had already authenticated the documents 
connected with this request. Consequently, and also in view of Minister 

Rojas’ earlier telephone call requesting the appointment, the Department's 
-Legal Advisers had already been looking into the matter and if Messrs. Rojas 

and Gil-Borges could wait, an answer to their note could be drafted and given 
them within the hour. Minister Rojas said that he and his colleague would vait. 


Mr. Rubottom then instructed Mr. Neidle of L/ARA to proceed with the 
preparation of the reply, and he gave the original of the Venezuelan Embassy 


Wy Derafded ds 1 ggs. 
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ented the Department's note to Minister 
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note to Mr. Neidie. Mr. Rubottom also instructed Mr. Briggs to remain and 
to give whatever assistance might be necessary to Mr. Neidle and to Messrs. 
Fojes and Gil-Borges, inasmuch as his presence was required elsewhere because 
of a previous engagement. Mr. Rubottom departed after an exchange of 
pleasantries and the Venezuelan representatives accompanied Mr. Briggs to his 
office. 


There was some general discussion of the case by the Venezuelan Enbassy 
representatives and Mr. Briggs, the gist of which was as follows: 


1. The Venezmielan Government would proceed rapidly with the formal 
request for extradition of General Pérez Jiménez, and it was estimated that 
the documents necessary to sustain this formal request would arrive in 
Washington the follcwing day. 


2. Meanwhile, the Venezuelan Government, in view of the possibility that 
General Pérez Jiménez, learning of the Venezuelan Government's plans, might 
attempt to escape, desired that he be arrested and detained pending initiation 
of the extradition process. 


3- The U.S. attorneys for the GOV were prepared, immediately upon 
receiving the Department's note, to initiate proceedings toward this end in 
the appropriate court in Miami, Florida, where General Pérez Jiménez is at 
present. 


4. Although the Embassy had not received the pertinent documents, 
Messrs. Rojas and Gil-Borges understood that the charge of mrder contemplated 
in tle extradition request may vell have referred to the assassination of 
Colonel Delgado Chalbaud, who at the time of his assassination was head of 
the Venezuelan junta of government and therefore the Chief of the Venezuelan 
State. The two Venezuelan representatives gave an account of the circumstances 
surrounding this assassination. They commented that as far as they knew the 
“intellectual authorship" of the crime had not been proved up 


on political grounds, inasmuch as the treaty exempts the assassination of heads 

of state from the list of political crimes. They added that at the time 

his assassination Colonel Delgado Chalbaud was head of the military junta which 

governed Venezuela and was therefore the Chief of the Venezuelan State. 
After some further desultory conversation Mr. Neidle came in 

 RGAS,) whereupon he and Mr. Gil-Borges 

took their leave. 


2 


\, The note, which was attached to the 


source text, is not printed. 
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731.00/8-2559 
Telegram from the Ambassador in the Dominican 


. a 
Republic (Farland) to the Department of Stata — J 


, : « ¥ 
Confidential Ciudad Trujillo, August 25,1959--4p an. 
A 
— 124. ‘ 
) w se 
™ Reputable confidential source has advised that Luis Chafardet Sa 
Urbina, former Perez Jimenez Ambassador to Dominican Republic Seraes 


and who for last 18 months has resided Spain, has returned 
Ciudad Trujillo. Presence Chafardet here possibly presages 
(1) return Perez Jiminez to Dominican Republic to avoid ex- 
tradition or following deportation by INS; or, (2) Chafardet 
may be offering his services for propaganda or other type 
campaign against Venezuela or Betancourt personally, If 
aforementioned -assymptim (1)correct Embassy suggests efforts 
be made prevent Perez Jintnez from returning Dominican Re- 
public as his presence here would undoubtedly contribute un- 
resolved Caribbcaa tensions. While it would obviously be 
preferable if Perez Jimenez were away from western Nemisphere, 
this choice may not be available. Choice may be US or Domin- 
ican Republic and of these alternative evils Embassy submits 
that peace in Caribbean somewhat more favored by his rem&in- 


ing in US, 





te 
Ses 
Sa 


FARLAND 


/ 
~Repeatec for information to the 


Embassy in Venezuela. 








: Ka) 84-2950 f 
P / BEST COPY AVAILABLE y nt 


731.00/8-2659 
Telegram from the Charge in Venezuela (Burrows) to the 


Department of State 








Confidential Caracas, August 26, 1959--6 p.m. 
’ ws . — 135. 
j . 
A 5 

- ¢ SE 
oreign Ministry director international policy and other Foreign es 
Ministry officials at reception last night demonstrated open —— **#™ 
pieasure at news Perez Jimenez preventive arrestjincicating We 


awareness iegal procedures could be protracted but assurption 
eventual extradition. 


oo ~~ |. 


— 
Federal district governor Carrillo Batalla telephoned yesterday yl 
afternoon to express concern Perez Jimenez's deportation or “ 
fiight from US, now with legal procedures underway would cause ~ 
serious reaction here and throughout LA. Creole President ® 
Proudfit also telephoned yesterday to express apprehension i 


| 


about adverse Venezuelan reaction which He felt would follow if 
Perez Jimenez jumps bail and escapes. Proudfit had made 
personal call Monday to voice opinion based on conversation 
with Creole Venezuelan and US executives that failure of US 

to extradite Perez Jimenez would result in serious deterio- 
ration US-Venezuelan reiations with adverse repercussions on 
US business here. 
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Other resections to Perez Jimenez arrest as reported in press: 
Presidentiai Secretary General Velasquez “it is great news 
but I will have to see him here before I believe it," 







” 
Presidential press secretary Stredel “it is great to see the 
cold dictator on opposite side of fence for a change but we 
still see his extradition a little far off. Let us 


justice is done,” v 
~ 
Presidential private secretary Yabrudy "too great to Be. 
time will tell if they are really going to send him tmvUs." 

Ail local papers featured headline news of arrest and released 


on bail. Press, favorably impressed by arrest, increasingly 
insistent Perez Jimenez be returned LA. ESFERA frontpage 


. 
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/ 


Perez Jimenez was arrested on Aug 24, 1959, at his a 
Miami Beach, Florida,estate, and later released on $25,000 
bail. On Sept. 7, 1960, the Government of Venezuela 
entered an extradition petition in Miami's Federal 
District Court, charcing Perez with embezzlement and 
a Oe murderg. Extradition procedures were completed 


on Aug.\ 16, 1963. 








: ; Jy- 24st 


—~ 


editoral typifies attitude: first favorable impression caused by 
reported arrest was set back by news that Perez Jimenez had been 
released on bond which, while adequate for others, is insignifi- 
cant in case of Perez Jimenez who has robbed millions from 
public treasury; Venezuelan and continental democratic opinion 
expects State Department to honor extradition request based on 
Venezuela's faith in US fulfillment of international commitments re 
“we look on preventive arrest of Perez Jimenez as best evidence a 





_ for confidence in rectitude of US justice and we expect extra- ——— 
Mi dition to make just amends for blood,sweat and tears shed by es 
< Venezuelans for ten years in cause of liberty." atieteall 
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to him somewhat the procedure for handling extradition requests in the United 


The President then brought up the subject of delays in arms shipments which 
Venezuela has ordered under the Defense Assistance Agreement. I said General 
and that I mew the Ambassador was following the matter up in Washington: 
Although speaking in pleasant terms, the President made it very clear that the 
Venezuelan Government is a serious one, that it has funds to purchase the arms 
which it needs and which it would not buy if it did not need, and that if it 
cannot get those arms under the contract with the United States, it will have 
to look elsehwere, specifically France or Italy. I explained the basis and 
the reason for our giving careful consideration to arms shipments at the present 
time in the Caribbean ami said that although some shipments of arms to Venezuela 
have been delayed I was not aware that any had been definitively rejected. The 
President was obviously unimpressed and said that as long as Trujillo is in the 
area threatening Venezuela militarily, Venezuela has to be prepared to defend 
itself. He mde it clear that General Lopez Henriquez had been speaking for him 
on August 20 and although the President did not say so, I gathered from the con- 
versation that he supposed that Lopez Henriquez had made just as strong a repre- 
sentation for the promt shipment of arms ordered by Venezuela as he, the 
President, had just done. I did not remark to the President that the Minister's 
approach had been much less. positive. : 
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Memorandum from the Acting Secretary of State (Murphy) 


YY ee 


to the President| 






















: Confidential Washington, September 10, 1959. f 
i 
7 
wg} 23 
=, Subject: Veneguela: Imports of Residual Fuel Oil atin 
ee 
=? For the reasons set out below, the Department of 
| State proposes that the importation of residual fuel oil 
== be liberalized. cis we , od 
=~ ‘wx 
az Because of large United States private investments in vor 
a the Venesuelan oil industry and the strategic importance . eke 
«© to us of the large Venezuelan oil reserves, demonstrated Bed 
c2 by the Second World Wer:., the Korean conflict and the Suez # 
Go crisis, the Venecuelan people have come to expect privileged Y Sore 
oS treatment from us. eos 
< 3 The Venezuelan Government accordingly protested when — 
to the imposition of our import controls restricted. their +s 
= Ss access to their largest market. It also protested the gs 
exemption from our controls of oil imported by overland oR 
means on the ground that this was discrimination in favor oe 
of Canada even though this action probably will prevent, 2i ie 
for en indefinite period, Canadian restrictions on sere 
increase in Canadian exports resulting from the exemption La 
have not yet displaced Venezuelan oil. 3 | geek 
At the sem time, there exists in Venezuela a growing © ocuas 
} 4 
) /homas C Mann, ‘ 
: / 


Vy Drafted by; Assistant Secretary of 


on September &, 
State for Economic Affairs, 


> 


\ 











a) progressively increasing the Government's share 


P.4 
i 


ii 
yi 
a 


Venecuela is 


already in a weak competitive posture, attributable in 


. 
- << w ee rw ne ee me Ow em ote oP 


LL TT 
EPRI Pm *-ge-rr" —~ eo - = 
- ~ “ -~ re: Sd os _ “4 —— ar 


Peet Sg VA get's. UNG ryan 


invading mmagement prerogetives in the production, 
rf, these nationalistic policies will not serve 


exportation and marketing of oil; and 
c) encouraging Near Eastern oil producing states to 


Fie he ee A 


Release - come 


at ee ™, 


b) 


Venezuela's own economic self-interest. 
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be Z 
vy supported by the major oil companies who are faced with aa 
= a very difficult situation in Venezuela. Consumers along ascnek 
zh our Atlantic coast, who are increasingly dependent on 
~ 2 residual imports and who fear that the present import 
Se quotas will result in scarcities and high prices during 
ee the winter months of peak demand, will also welcome the war 
ae assurance of sdequate supply at reasonable cost. 
oe o 
— The Department of State believes that, on balance, saat 
ou the national interest will best be served by liberalizing 
_& imports of residual fuel oil and recommends that this now "1 
ud be dene. ae 
$3 


/S/ Robert Murphy 
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731.5-MSP/9-2559 
Memorandum from the Assistant Secretary of State 


for Inter-American Affairs (Rubottom) to the 


Deputy Director for Operations of the International 


Cooperation Administration (Fitzgerald of 


V 


Confidential Washington, September 25, 1959, 


SUSTCT: Mutual Security Progra for Venesuela. 





Se you smnarenden of August 95, 1959 on tide sane subjestg you os 


noted tie desire of ICA to terminate its present activities in 


Wituout comenting specifically on the nrojecta wiich eccmmorise the 
ICA proyran in that country et tris time, tie jurea of Inter-av-ricm 
Affairs considers that to terminate the progrsm in Yenesuela would be 
contrary to the best interest of the 'nited .tates. . 


altiough, as your memoranda pointed cut, the por capita income of 
Venesucla is in excess of tnat of most other countries in Latin Acerica, 
this fice is nisleading wien viewed cither as a seasure of the econonic 
and evcial development o the country cr as a nwasure cf ite ability to 


carry forward in economic develonme:t without outside tecmical assistance. 


ta incu, the majcrity of 
(enesuelan people, especially > ie Se Se > Cae 
of living witch is rouwgily equivalent to that prevailing in tie rest of 
iatin seerica, The ecunomic develojmont o: the owtry as a whole, 
excludin;; to or purliapes three urban centers, is in 4 rudineutary stayo. 
norecver, standards in jealth, education, agric.lture, public adunistra- 
tion and other tec:ztical fields vital to eocnonic proress are still lo». 


Venezuela, like most of Latin ~orica, as a cne-mroduct ecunomy 
end is cevendent on this caomodiy, gfe ter fron © to 20 pareont 


of the voverment's anmwal revenue. Al*houch aarceting conditions for 
petrolous have bear. reasonably favorable in recent years, s> that tie 
countay has been outwardly prosuercus, relatively little progress Las 
been made either in diversifying tie basic economic pattern or in soving 
ahead in tle technical fields enmerated abcve. «¢ believe tiist tiuis 
situati.n is due in large part to tue dcvelopemtal e—hasis Wich tho 
dictatorial regimes, wiich until recently -overved /enesuela, placed on 
the laryest urban areas, with little attention % basic naticonxide prob- 
lens. TT) present government, which was installed mbsequent to the 
overtiruw of the dictateraiip by revolution, is a constitwticnal recgine 
orcught inte power through free elections. It has wide populer support 
and is pledged to a broad progrm of ceneral economic inmurovenent and 
divurs: ication. 


The foregcing indicates that Venezuela's need for cutaide technical 
stance is lixely to be creater in the irvediate future ti.en has been 


@ sound and semin, ful procra: is correspondingly creater. <althouh 





) Drafted by Briggs. 
Sriot printed. Documentation concerning the 


subject is located in ARA Files, Lot 61D 319, "ICA." 


j@ cage in the past. The oppertuuty lor tie mited itates to particinste 
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of activm in such cases. 
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setcognising, however, that the size of the progran in Venesuela at this 
time may not justify the eduinistrative and supervisary overiead presently 
tuat for the present, at least, the progran be limited to responding affirnma- 


tively w Venesvelan requests for short-term services of experienced U5. 
eens al 


devoted thereto, I ccncur in the surgestion contained in your last paragraph, 


teciricians. 
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Despatch from the Charge in Venezuela (Burrows) to 


the Department of State 


Limited Official Use Caracas, October 16, 1959. 


’ 
; 















U 





svesect. MUTUAL SEQURITY AD SELATED PROGRAMS 





As seen from the imbassy point of view, the principal U.5. objecti 
wuela wuld seem to be: 






l. To strengthen and support the present freely-elected democratic govern- 
ment as ~m ally of the Free World. 






2. To cooperate in the maintenance of a well trained military force capable 
of, amd cevoted to, defending the interests of the Free World in this Hemisphere. 
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3. To strenghthen Venezuelan economic stability and assist in the develop- 
ment of escnomically feasible industrialization so as to achieve independence 
from the almost mle reliance on its petroleum and mineral industries, 





4. To assure strong Venezuelan petroleum and iron ore industries wose 
~ Tesources would be available to the United States in times of national emergency. 


5. To maintain in Venezuela a political ami economic ciimate favorable to 
the investment of foreign capital, to foreign commerce, and to the use of foreign 
technical mow-how in order to foster free enterprise, free trace, and the develop- 
ment of the country and its resources, 


6. To promote recognition by Venemiela of the dangers of Communi. 


Tl, Mle OF SF 


The MSP offers an opportunity to demnstrate to Venemiela our interest in her 
well-being and her development. It supplements the wrk of the technical missions 
of the UN and such of its specialized agencies as the FAO, the World Bank, etc. 
Most important, the MSP is concrete evidence of our continued interest in and suppoyh 
for, YVenemela in these critical years of her demcratic development following the 
overthrow of the cictatorship. Venezuela is a target of the communists who are qui 
to point out failures and difficulties of the present Government as indicative of the 
weaknesses of capitaliam and who are as quick to allege American disinterest in the 
needs of the people and our intent to maintain Venezuela in a position of economic. 

_{ntependence The importance of Venezuela in the Caribbean and the South Ame rican 
, / 
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aids ‘Geitindieg' Decapen puibhe ta Veneta th Sevens are limited 
to a small Technical Cooperation Program aiministered by USOM Caracas in fields 
related to public health. A modest TCA program operating since 1942 was sub- : 
stantially reduced as of June 30, 1959, as a result of a request by the Govern- 
ment of Venezuela to transfer rural water supply program of the Cooperative 
Health Service to Ministry of Health. This leaves only consultants in occupa~ 
tional health and vital statistics as the total program at present with several 
other consultants requested. While the costs of the Inter-Americm Geodetic 
Survey activities in Venemela are partially reimbursed from MSP funds, this 
essentially military program is not commented upon in this airgran. With 
exception of changes in the rural water program noted above the basic need with 
respect to aid, including loans, has not changed substantially since Embtel 109 
of August 29, 1958. This does not mean that the Government has not been making 
progress but the Constitutional Government has confined itself to basic planning 
for the next four to five years and as yet has not ensouted any extendive 


implementation of this planning. 


_ 5B. Non-US Programs 


Since the rew lution, the Venezuelan Goverment has stepped up the 
program of requesting ami obtaining through the UN an additional number of 
technicians, about 30 of whom fall into the technical assistance class, 
Specialties of these experts are: steel, coal, forestry, veterinary medicine, 
soils, cattle fences, fisheries, general industrial development, telephones, 
governmental organization, buiget, personnel, tariffs, education, mcioclogy, 
industrial health and safety (OIT), labor training and legislation, nurses 
training, ami econometrics. It is " expected that about 30 more technicians in 
differant fields complementing the present group wi)l be requested from the UN, 


A ten-man mission from the IBRD is now engaged in a study of the Venezuelan 
economic situation with a view to oe er 5 any nesded revisions of govern- 
ment economic and fiscal policy. 


There have been and are private technical groups here on governnent con- 
tract to study various phases of the economy including trasportation, public 
administration, etc., to assist in the more orderly development of governmental 
processes and policies, 


Tv. LOANS 
The Government of Venezuela contimes to reiterate its reluctance to borrow 
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The coordination of technical and economic assistance programs is by govern- 





mert order the responsibility of the 
in the President's office. past there mmo parti pro 

sy in field of coordination becmse of very special nature of USOM and 
TAGS activities here. There has been mo duplication of US-UN aid efforts in 











Although it is easy to comment on future policy when there are existing pro- 
grams or studied projects in being, we are troubled here with the fact that the 
needs, probable utilisation of aid ami loan programs, and the possible desires of 
the Venezuelan Government camnot be based upon either any historical concept or 
known present planning. As noted, the demanmis in the past have been gall, with 
the exception of the UN technical aid program; there has been no history of foreign 
loans from international organisations and only a minor amount of loms from. 
private banking. Thus we must coment upon possibilities which are still in the 


technical aid front, in addition to the expected request for more UN technicians, 
the President himself in an exchange of letters with Assistant Secretary Rubottom 
expressed deep interest in the present health program and in its expmsion. It 
is expected that further technical assistance in other fields will very probably 
be the subject of future requests. Also, apart from strict technical aid, we 
know the Goverment is interested in acquiring arms at token cost. Ancther field 
in which some interest has been show is that which is covered in other countries 
by the ICA labor program, 


With respect to loans it is felt that it may not be possible to meet the - 
financial needs from private local sources and therefore the facilities of the 
Export-Import Bank, the Development Loan Fund, the Intemational Finance “a 
tion and the IBRD may well be utilized, 


VIX. BeCOMONDATIO’N 


I feel that the United States aid program and those in which it cooperates, 
through the United Nations, can make a very definite contrilnition to the economic 
development of this country and thus to its political stability; nothing should 
be done at the present time to make more difficult the request for or the grant- 

ing of much aid or for loans where needed, 
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Technical assistance and/or financing given to Venezuela during this forma- 
_ tive period of its first demcracy in many years will be well repaid in both 
pohitical and economic results, 


I believe that the Government is desirous of taking advantage of 
technical aid and certain types of financing that it can profitably use and 
is appreciative of our interest in cooperating. . 


I believe that the present MSP program diould be contimed as our minime 
comtribution to the orderly development of Venezuela and as a demonstration of 
our continued interest and good will, and that we should hold ourselves recep- 
tive to new proposals for technical aid and financing. 








ante ie eg lly 





VOECUELA: Pirancial Situation ané Proposed Import Restrictions 


SUBJECT 
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PARTICIPANTS: Dr, Marcos Falcon-Sricefo, Ambassador of Venezuela 

Mr. Manvel Perez Guerrero, Directer, Commission of Coordination 

6 anc Planning 

Mr. Thomas ©. Mann, Assistant Secretary of State for Economic Affairs 
Mr. John J. Ingersoll, Officer in Charge of Veneguelar Affairs 
Mr. William Pryce, Staff Assistant, Economic Affairs 
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Mr. Perez Guerrero wes introduced by the Ambassador, who had requested this ; 
appoiatment on his behalf. 


e 
Perez Guerrero said that, as is widely known, Venezuela is facei with serious 
calance of payments difficulties, with her reserves being eroded at a rite of 
about si million per month. Foreign exchange reserves had dropped from over 
one billion dollars to about £600 million, The Venesuelan Government feels it 
must act quickly to stem this flow while it can still do so coolly end deliberately, 
and not wait until reserves are exhausted and be forced into teasures of haste 
and desperation. / 
) >G 
Mr. Nann said that he had been aware of this situation and was pleased to 
hear that the Venezuelan Covernmert intended to face-up to the problem, 


Perez Guerrero said that his Gove ‘t intended to cut imports of items which 
are considered to be draining off Verezuele's foreicn exchange. As a temporary 
ster it is sroposed to immediately (within a few days) recuire licensing of all 
imports of a list of items which are considered to be of a non-essential or luxury 
mature, He exhibited a typewritten list which included, among other things: 
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cameras 
film (except motion picture film) 
radio receivers 

television receivers 

marble 

building ornaments 


He said that with the introduction of the licensing system, imports of these 
items will be severely restricted, possibly being limited to only those items 
already en route or on contract order. This is to be, however, only temporary 
until action can be taken by the Congress to impose a new, heavy excise tax on all 
goods in this list, whether they be imported or of domestic manufacture, When 
the tax becomes effective, which he estimated to be in "a matter of weeks", the 
licensing requirements would be abolished. The tax would curtail effectively the 
importation and domestic production of these items and, at the same time, provide 
& new source of revenue to help balance the national budget. 


Mr. Mann said this sounded like a step in the right direction but he doubted 
that import controls alone would be enough to cope with the problem. He also 
emphasized the importance of consulting with the IMF before taking any step such as 
this and the need to insure that such action is not discriminatory against U.S. 
products. 


Perez Guerrero said that he had come up from Caracas only last night and that 
he would return this evening. He had already talked with the IMF staff technicians 
and there seemed to be a possibility, hemid, that a small IMF mission might go to 
Venezuela to discuss these matters. He made note of Mr. Mann's remarks about 
avoiding discrimination and pointed out that the tax would apply to domestic goods 
as well as to imports. Peres Guerrero noted that this was not a matter calling 
for U.S. approval and that this meeting was designed merely to continue our custan- 
ary policy of confiding in one another with respect to our problems and the actions 
proposed to meet then, 


Mr. Ingersoll raised the question of the consistency of this proposed action 
with our bi-lateral Trade Agreement. Perez Guerrero seid that, of course, a lot 
of the items to be licensed are included in the bi-lateral but that neither the 
temporary, emergency licensing system nor the non—discriminatory excise tax would 
contravent that agreement. 


Mr. Mann said that while this might help, he felt that other actions were 
imperative, especially the restoration of confidence in relations between the 
foreign oil companies and the Venezuelan Government. He said that the increasing 
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oversupply of cil on the worls mrkets coupled with the increasing efforts of 
such areas as the Buropear. Commor Market to reserve their markets for preferred 
suppliers in their own political orbdit, all aurerec il) for the competitive 
position of Venezuelan oil unless there is a high decree of cooperation between 
the Government anc the private producers. 


Perez Guerrero saic that Presidert Betancourt, Perez Alfonso, anc others in 
his Govermment were tro“ing to deal with these problets. He said that he, hirself, 
was much more optimistic then Mr. Mann with respect to future markets for 
Venezuelar oil. 


Perez Guerrero spoxe of varicus, recurring rumrs that the Solivar will 
shortly be devalued and said, in @ most arphatic tone, that there will be no 
devalustion. Such wild be avoided at all costs. 


Both Perez Guerrero and Mr, Mann agreed on the extremely sensitive nature 
of the information which had been discussed concerning proposed import restric- 
tions. It was recognized by all oresert that a serious and embarrassing scandal 
could result if there were any leak of this information before the official 
announcement by the Venezuelan Goverment. 
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SUBJECT: Briefing Memo: Venezuela's Current Financial Situation 


Venezuela has recently developed serious financial difficulties and 
is, for the first tine in recent history, actively seeking assistance 
from the U.S. and international financial agencies, An DF Mission is 

now in Caracas to consult with the Government of Venezuela on a possidl 
stanchby credit asreement. t the same tim » the Govermment of Venezuela 


i negotiating with a group of U.35. private banks for possible oa 
million credit and may seek an interim, gold-backed loan of $150 on 
from the Federel Reserve Bank of New York. 





In the event that eny discussion of these metters should be initiated 
oy the Venezuelan representatives at San Salvacor,/you may find the fol- 


lo’ wing in? ormation helof ul. 





Between 1951 and 1955 Venezuela's official gold and dollar reserves 
increased by atout $150 million. In 1956 they jumped oy over $400 miliior 
and in 1957 by $500 million more—the results of Suez and the larze-scale 
leasing of new oil concessions. At the end of 1957 (which roughly coin-~- 
C th the end of the Perez Jimenez regime) off cial reserves stood 

e vy 


$1,446 million, an amount exce her countries in the 
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amounted +o 9400 million in 195@, $342 million in 1959, and reserves stood 
«+ af 2% 5 SLA &4n03% 5 -* — 4 %, 
at ~562 miliion on January 22, 19600, Practically all of this was in the 
om) A ‘ "| } _ —_—+ os c+ 9 +eouw* =- - 
golc stock, which the government was extremely reluctant to ceplete for 


al 
reasons of public confidence. 


Though many details are lacking, the main outlines of the factors 
responsible for this deter $3 
position are clear enough. -The volume of imports, which increased very 
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sharply in 1957 in response to the stimulus afforded Y the record exports 
and massive investments of 1956-57, has continued at a heavy rete, even 
thouch new oil investments have deen sharply contractec, outward earnings 
remittances have reached very high levels, and exports have receded. Con- 
currently, the previcus capital inflow has apparently turned into a net 
outflow, principally for two reasons: payments on the short- and mediuz- 
term foreicn debt incurred under Perez Jimenez, anc capital flicht. 

Finally, end perhaps most important, imports have been maintained and 

capital flight has been stimulated by expansionary fiscal and credit policies. 


Along with the cumulative drain on the central bank's foreign exchange 
reserves, a series of grossly imbalanced federal budgets, largely attribut— 
able to efforts to carry on extensive public works and development programs, 
have depleted treasury holdings and created a serious fiscal problem, 
Treasury holdings are currently less than $100 million. Althouczh pur- 
portedly determined to balance the federal budget next year, the Government 
of Venezuela recuires some $300 aalioon over ard above anticipated revenues 
to meet the current, FY 60 budget with its politically essential works 
programs. The Venezuelan constitution prchidits treasury borrowing from 
the central bank and the tight domestic credit situation precludes heavy 
borrowing from domestic commercial barks, so that recourse must be had to 


— 


foreign sources for the needed funds. 


Current Status 





The balance of payments prodle: is being dealt with in pert by verious 
measures to curtail imports of less essential goods thro: “o Quantitative 
restrictions and prohibitive duties, and discourage the outflow of nervous, 

isht capital, while at the same time seeking to sessunies new capital 
inflow for investment purposes. It is as yet too early to appraise the 
adequacy of these measures, but they are already amelicrating the drain of 
reserves to some extent. It was necessary, however, for the central bank 
to sell some hy million worth of gold in the Fall of 1959. Remaining 
gold reserves are probably an adequate bulwark against any immediate pay- 
ment crisis b but large scale gold sales are considered undesirable by 
Venezuela because of the anticinvated psychological reaction, 


Rather than accentuate her unemployment problems by further curtail- 
oz pause Works programs to permait a balanced oudget, the Government 
enezuela hopes to obtain foreim credits of about 9300 millicn. The 
first $100 million of this was obtained in Noverber, 1959 by sale of tax 
anticipation certificates to the poe a oil sompanies operating in 
Venezuela. An informal DMF consultation in December served to acvise the 
Government of Venezuela on certain measures recommended to remedy the 
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financial problems. On February 1 an Di Mission arrived in Caracas to 
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begin two weeks of talks looking to a stand-by agreement. Without awaiting 
the outcome of these talks. 2 group of U.S. private banks have informally 
agreed to extend $200 mi? lion in credits to the Government of Venezuela, 
although the terms ars not yet mown to the Department. To cover the 
interim before these credits can be formally arranged, it is expected that 
the Federal Reserve Bank of New York will respond favorably to a Venezuelan 
request for a $150 million, 9-day, gold collateral loan. 


A factor which bears on the future stability of Venezuela, both 
political and economic, is the still unsettled petroleum industry-labor 
contract negotiations. 


Recommended Position 


Bearing in mind Venezuela's hitherto aloof attitude toward the Inter- 
national Monetary Fund, you might wish to express satisfaction with the 
manner in which Venezuela is now seeking the advice and guidance of the 
Fund and the sericus efforts the Government is making to remedy its finan- 
cial problems before they attain crisis proportions and while there is 
still room for maneuver. 
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731.00/4-2560 


Telegram from the Secretary of State to the 





Embassy in Venezuela /— YY 
, 
| Confidential Washington, April 25, 1960--9:13p.m. 
A 
j — 914. . 





Sow Recent Castro-Leon rebellion attempt, tre CPN with csttaaaan 
advance knowledge if not direct involvement, regarded by Dept as additi 
manifestation international tensions Caribbean area which ne E 
Peace Committee directed to study by Santiago Fonmin Mtg Res IV. 
you inform Fonmin or President as appropriate US Chairman IAPC considering 
suggesting that Committee, noting apparent increase in Caribbean tensions, 
renew its request of Sept 18, 1959 to all OAS Govts that they provide any e 
information they may have regarding such tensions in order to aid Committee 
in preparation general report required under Res IV. In this connection 
woulé/tocizehie for Venezuela and Colombia submit any evidence re internati 
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aspects recent Castro-Leon rebellion and ve vould appreciate knowing whether (j, 

4 they would do this. , 
FYI We believe Castro-Leon attempt and other recent incidents Caribbean 

area emphasise desirability information be provided IAPC and studied by it 

| sstatien eater pvkon Cartbtoan tensies. Above would efter egpertumity 





for Colombia provide data re GODR official requests for xtuaz visas for those 
, subsequently involved in rebellion attempt and for GOV furnid any information 
































BEST COPY AVAILABLE M4: Ly )2 





j inrchiolled 
\“Drafted by Jamison and appeqvet=by tre 


Deputy Assistant Secretary efSitate—feor—intor—Amerioan 4 
“A hbbetreg—bester=*& Mallory. Repeated to the Embassies 
in Colombia, Cuba, and the Dominican Republic. 
2D Reference is to Jests Maria Castro-Leon. 
Documentation concerning his activities is contained 


in decimal files 731.00/1-1160 and 731.00/4-2560. 
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GODR complicity it may have, as well as occasion for US to produce relevant isl 
information its possession. 


HERTER 


“DECLASSIFIED FOR PUBLICATION IN 
FOREIGN RELATIONS OF THE UNITED STATES" 


CONPEDERELAL 














Classification 
Pa Te _ ey Coa ” sy dente owe nal — 2 . - , _* > = . x. 
it as WN ON eT ek aie, 
wind 2 I ee ee Sots. oS ms . he ee 4 ~ = Sd ~ 
—w~w— - . 
SS 

















- 


“DECLASSIFIED FOR PUBLICATION IN 









BEST COPY AVAILABLE & 


731.00/4-2760 
Telegram from the Acting Secretary of State <Hendersen? q 
to the Embassy in Venezuela, j 
5 
, Secret Limit Distribution Washington, April 28, 1960--8:12p.m. 
926. ‘ 


~ Department has noted vith in St waree separate occasions 





eno 


oe 


conversation reported Enbtel 819 fhm wich Betancourt indicated bie’ 
satisfactory inter-American resolution Castro problem depends on ale 
action re Trujillo and that he prepared take lead on Cuba, which he fF: 
certain most other Latin Americans would quickly join, if Trujillo p 
resolved with US cooperatiog. We believe this frank statement made by 
Betancourt offers good opportunity which, in your discretion and if you ~j/ 
believe It can be done without becoming know to Foomis you should Sake =, 
. 


adxvantagexaf)to endeavor ascertain from Betancourt what he and others 
of like view _ leadership 
‘Was xtutebresxnexdeesxouxthtsxquestian have in mind as to. 


which might take over in Dominican Republic if Trujillo resigns or is >/ 


FOREIGN RELATIONS OF THE UNITED STATES" 


ousted. Should be clear to Betancourt that Castro or elements 
associeted him only too ready move into Dominican Republic to establish 
Castro-type regime and that in resultant situation Castro would be 
strengthened with consequent immediate threat to Haiti as well as to 
Betancourt's own position in Venezuela. We would appreciate his 


thiakirg on manner such development might be avoided, since it 





obviously one to vhich he must have given serious thought. This a 





.) 
Drafted by Jamison and John C,Hill, Special 


Assistant to the Assistant Secretary of State for 


Inter-American Affairs. /« % legran) wat repealed hos 
information 10 the Embacty int Phe Deorninitin Repu a 


Not printed; J7321.00/4-276070 
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is of course a major preoccupation for us. 


+ 


In this connection, would be particularly interesting to know 
Betancourt's evaluation of potential and orientation of various 
eanti-Trujillo groups vithin Dominican Republic and abroad, including 


those in Venezuela. { aimee —_ 
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2 When queried on, substance of tel. 926, Betancourt 





responded that the G@.s.) st..uld speak to Jose Figueres 
and “trust in his judgment," since Tigueres had been very active 


in working with non-Communist Dominican exiles, 


He stated that there were very few Communists in the 


Dominican Republic or among the exile groups and thai 


ff 
the U.S.) should not worry about another Fidel Castro in 


the Dominican Republic. Ne reasserted that the’ U.s) A: 
the problem 
must face up to(Trujillojbefore the(U (u.8) faced the AP: 


Cuban problem, and warned, “do not attack Cuban problem 


and expect handle it yd Guatemala under Arbenz was 


He aduned Uiat 
handled. "" fhe program which should be followed vis-a-vis 


Cuba was to press for election’ (731.00/5-560) 
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731.00/5-1160 


Telegram from the Secretary of State to the Embassy in 
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Venezuela A 


¥ ' 
Secret Limit Distribution Carecas May 11, 1960--8:10 p.m. | 
\ 


| 970. 

wre Falcon Bricefio returning Caracas Pan American Jet Thursday 
May 12 expecting return Washington after about ten days. Department infotmed 
Romulo Gallegos travelling Caracas same flight. 
Falcon Bricefio called on Rubottom and Mann May 10 take his leave. : ¥ 

Rubottom expressed U.S. concern continued existence Trujillo dictatorship 
and its disturbing contributions Caribbean tensions. Stated U.S. objectives 

same as those of GOV but pointed out fact Trujillo has indicated he will 


eliminate 2ll potential successors of any stature if and when he falls from 


power, This poses delicate problem. Falcon Bricefio said he had heard 
most reports indicate 


. Similar views from Dominican exiles. ‘tubottom said/Trujillo's days numbered. 


Rubottom mentioned recent conversations Betancourt with Ambassador Sparks 

and said that while he fully understands bitter hatred of Trujillo he is con- 
cerned over Betancourt's impatience. Said we wish work through Peace Committee 
and expect that GOV may have evidence which we do not have and that we may 

have evidence GOV does not have, Requested Falcon Briceflo convey to 

Betancourt information U.S. attitudes and actions dining toward common 

ob jective, 


Falcon Bricefio said that in telephone conversation Betancourt spoke of. 


__ - 


/ anitie lleg 
\y Drafted by Ingersoll and appreved by Rubottom. 
A 








#-2Y77 








- 


@ letter from Trujillo to Perez Jimenez. Said he was not sure whether 
Betancourt meant he had such letter or wanted know if U.S. Government had 


it. Rubottom said he had no knowledge such letter, 


al 


Conversation with Mann confined general subjects, though did include 


mention of recent pressure by group of indcpendent oil producers associations 


for reduction import quotas. Mann indicated unlikely any action this nature 
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imninent. 
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Nemoranda conversations by pouch, 
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Editorial Note 








On June 3, 1960, the Inter-American Peace Committee 
of the Organization of American States issued a report, 


in which the United States concurred, which concluded 


ne ila ellnn. ae 


~ 
that the Dominican Republic had eeacontributed to A 
political tensions in the Caribbean area by its flagrant 


violation of human rights, including the use of 


Se 


intimidation and terror as a politcal weapon. Seven 


Latin American nations, including Venezuela, had 





already broken diplomatic relations with the Dominican 


Republic before the Sixth Meeting of Consultation of 


Loe 


the American Foreign Ministers convened on August 16, 1960, 


oe 


FOREIGN RELATIONS OF THE UNITED STATES” 


“DECLASSIFIED FOR PUBLICATION IN 


in San Jose to discuss the problem which the Trujillo 


CRS os 


regime presented to the hemisphere. At this meeting, the 
Government of Venezuela charged the Dominican Government 
with arression and intervention, and on (Aug,20, 1969, Ae: 
the Foreign Ministers voted unanimously to condemn 
the Dominican acts and resolved to break diplomatic 

epublic 
relations with the “ominicanand to —— 


economic relations with that country. A or focunentation Ae 


concerning the matter, {AY Tb .3d-inPoveign-Reiesions, < 


“ $050-66-—-worh Eb (compitation-en-United-States-Reiations 
with-the-Deminiean-Repubiie), and in_tomeien—Relations. 2 
Lt eeeewre4, vol. dy (eompitation-The-Sinth-and-Seventh-meetings 


of -eensiutation-ef-Ministers-ef-Fereign-Affaire-ef-Ameriean 


Beates,-heid-at-San-dese,-Geoeta-Rieay-August-26-205-29680). 
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731.00/7-760 ‘ 
Memorandum from the Assistant Secretary, for 


Inter-American Affairs (Rubottom) to the 7 
a % 
Acting Secretary of State (oie v 


Confidestial Washington, July 7, 1960. 
SUBJECT t Yeoman ago for African Treign Mintaro Yeting 
regarding Dominican 





The Venesuelan Goverment has requested the Council of the Organisation > 
of American States to convoke urgently the of Consultation (Meeting Sd 
of Consultation of American Foreign Ministers) under Article 6 of the Rio 


measures in defense of Venezuela's sovereignty and for maintenance 
of bemispheric peace and security. 


The OAS Council received the Venezuelan request at a meeting on 
July 6, and decided to meet on July 8 in order to vote on it. While 
the Dominican representative rejected Venezuela's charges and opposed 
the convocation of the Organ of Consultation, the sentiment expressed in 
the Council was favorable to Venezuela. Also, the Venezuelan representative 
presented what seemed to be ifipressive evidence linking the plotters in 
the assassination attempt with Generalissimo Trujillo and Dominican ofticials. 


tad 
i 


s therefore recommended that the United States at the July 8 ascting 
Council support the Venezuelan request for the convocation of 
of Consultation in this case. It is anticipated that the Council 


oa 
F.. 
Be 


will decide on July 8 to act provisionally as Organ of Consultation and 
will appoint an investigating committee to examine the available evidence, 
fixing at a later meeting the place and date of the Foreign Ministers Meeting. 
APRA considers that the first veek of August would be the most date 
for the latter Meeting. Present indications are that Mexico City or Washington 
will be proposed for the site of the Meeting, either of which would seem to 
be acceptable. 
The Department is consulting with the other American 
ing the desirability of convoking another Meeting of Foreign Ministers, 
be held at the same place and immediately after the first Mee » in 
to consider the Cuban problem. This matter will be treated in “Waparate 
memorandun. > rr 
— a _ 
| / Rup me D. 
- ; no , . ’ ‘ 
ie. 2 eam. SUE gy F 
f Ts) 
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J Drafted by Robert J. Redington, tim Officer 
in Charge of U.S.-0.A.S. Delegation Matters oe the 
Bureau of Inter-American Affairs. ‘ 

2 that morning, Betancourt and his wife left 
their residence, entered their limousine, and proceeded 
down Avenida Los Proceres, passing a parked car in 
which a bomb exploded. The limousine was thrown across 
the street, killing a military officer sittirg next 
to Betancourt, who suffered severe cuts and burns. 
The Venezuelan police determined that the assasination 
attempt was carried out from the Dominican Republic 


and with the active support of Trujillo. 












a. 3 8Y- 297/ 
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Recommendation: 


1. That you authorize the United States Representative on the OAS 
Council to vote in favor of the convocation of the Organ of Consultation 
yl 


as requested by Venezuela. , , Y ll 4 
Di seppede: f_-: 


the United States Representative to support 
the first week in August as the date for the Porsign Ministers Meeting 





IN 
UNITED STATES 
q 


9, hol . 


Me 
‘ T0-Mr. Henderson , b f -, 


WW. | 
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| 731.00/7-860 (Spur k2) 


Telegram from the Ambassador in Venezuela to the Secretary of State 


Secret Niact Limit Distribution Caracas, July 8, 1960--1 p.m. 


25. 


* 


-— In requesting appointment with President Betancourt I told his 
private secretary I would require at least an hours time (to 


ermit his perusal of Chafardet documents authorized Departments’ 
A-2, July 1).) Secretary replied President under doctor's orders 
had had no conversations that long but he later gave me appoint- 


ment yesterday 5 p.m. without condition. I talked with President 
for over one hour. 





I was shocked at President's appearance. His hands are still 
heavily bandaged while his face is discolored and with large 
burn scabs. However, he was completely composed and relaxed. 
He assured me his ear and eye injuries had completely cleared 
up. Doctors have subjected him to rigorous diet and rest and 
he happily reported his blood pressure was down to 130 (I had 
been reliably informed it had been as high as 220). Presiden 
told me details of his horrifying experience following explosig 
nd then related details of Dominican involvement in attempt whe 
geinst his life. 3 
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ince it was impossible for President to reed three Chafardet rr 
pouneers due to condition of his hands, he requested me to-do 


/ . However, I first read him carefully prepared statementt4 nt] 
Sentath giving substance Department's A-2 stating in effect-we 
onsidered it undesirable release actual documents at this tiv 


resident made no comment on this and asked me read documents AU = 








t/ read about ten pages of Chafardet's letter July 24 to Perez 
imenez when President became utterly bored and requested me to 


ead Trujillo's letter of September 20. I did so and showed 








Not printed$ (731 00/7-160) © 














7¥- 2y73 


“+.” J68T COPY AVAILABLE 


“DECLASSIFIED FOR PUBLICATION IN 
FOREIGN RELATIONS OF THE UNITED STATES" 


° eens 
-2—25,—July 8, 1-p.m._ fromsGevescss 


him document with signature. He made no direct comment on this 
document. He immediately launched into virtual harangue on 
Trujillo's nefarious operations over years. He asserted Trujillo 
is completely ruthless and capable of anything. He said his 
immediate concern and apprehension is Trujillo may attempt drop 
bombs on Caracas and oil fields or mount new attempt against 

his life. He told me precautions had been taken to defend 
against air raid and showed me anti-aircraft battery set up 

just outside Palacio Miraflores. He said were Trujilio to be so 
foolhardy Venzuela must retaliate immediately. He admitted 
Venezuelan air capabilities are very limited and he actually 
inquired if US would permit Venezuelan planes refuel in Puerto 
Rico. 


I then referred to Allan Stewart's conversation with Oropeza 

"~~—Castttio7| After assuring President we welcome his constructive 2 
efforts, I gave him substance DEPTEL 1114./ President expressed (\/ 
deep and serious concern over recent developments in US-Cuban 
relations and was acutely apprehensive US might deem it necessary 
engage in some military operation against Cuba. He virtually 
pleaded that under no circumstances should US be drawn into such 
mave. He made it clear US position vis-a-vis Cuba is good, that 
it has been provoked to an extreme, that Castro is menace to 
Western Hemisphere, that his actions are those bordering on a 
mad man, but that US must restrain itself. He said were US to 
engage in military action, directly or indirectly, it would 

. immediately lose understanding and support of majority of American 
Republics. In such case, he said, his first act would have to be 
to send battalion of Venezuelan troops to protect American 
Ambassador. 





President again said Venezuela and many American Republics are 
not prepared to take action required against Castro until problem 
of Trujillo is definitively resolved. This is an oft-repeated 
Betancourt position but Department will wish consider Betancourt 
has contemplated this situation for days and recognize that his 
conviction was not hastily reached. Betancourt wants and is 
prepared to do those things vis-a-vis Castro in line with US 
objectives -- difference between his and US position is one of 
timing and method. 





, 
“” . 
7 
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sy Reference is to Presidential adviser, Alejandro 
Oropeza Castillo, who had been asked to propose a plan, 
which Betancourt was interested in sponsoring, that 
would allow Latin American countries to offer guaranteed 
payment of property expropriated by Cuba in order to relax 
Cuban- U.S. tensions. (737.00/6-2060) 


ya 
> the referenced(tel., June 27, 1960, authorized 


= 


the Ambassador to indicate that the (U.S) welcomed Ap. 
Betancourt's constructive efforts as suggested by 


Oropeza in his conversation with Stewart. (737.00/6-2060) 
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I informed President of measures being taken re Cuban sugar 
quota pursuant to the new sugar legislation and I stressed 
unanimity opinion in US Congress. President recognized this 

US action as inevitable and even appropriate in circumstances. 
Agein he repeated his plea that US not take direct or indirect 
military action which would alienate from US support of American 
Republics. 


As President was obviously wearying, I broke off conversation 
and said I would return at later date. 


=e 


SPARKS 
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731.00/8-1060 


Telegpam from the Ambassador in Venezuela (Sparks) 


to the Department of State 


Confidential Priority Caracas, August 10, 1960--3 p.m 


~ 
._ 


‘Monday night President Betancourt met with sixteen Uniets or 


Mission American Republics. Also present was First Secretary 
Cuban Embassy. Costa Rica, El Salvador and Uruguay have no 
representation. Also present were Foreign Minister and high 
Foreign Office officials. Significant were presence Senator 
Prieto representing AD, Jovito Villalba URD, and Miguel Angel 
Landaez COPEL. 4 


President Betancourt addressed group extemporaneously for about 
45 minutes. He first expressed appreciation of sympathy ex- 
tended by American Governments following attempt on his life 

as well as their support Venezuela request convoke organ of 
consultation. 


President reviewed Venezuelans unsatisfactory relations with O 
Trujillo government beginning 1939 with various interruptions 
and culminating with full break 1959. 


President outlined briefly Venezuela's investigations of attempt 
against his life and asserted GODR and Trujillo himself were 
involved. 


President referred to recent political devetopments in Dominican 
Republic and affirmed this was simply mockery to confuse MFM. 


At close of meeting memorandum of GOV position was made avail]= : 
President expressed strong hope MIM would condem: speed aud : 


anniv sanctions nrovided Article 8&8 Rio Treaty. Me 


= 
1eltgron) iy¢ 
OU *,transmitted the verbatim text of the (: 


memorandum given to the Chiefs of Mission at the 


dc Weeting. (739.00/8-1060) 
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if effective action is not taken by MFM against GODR then 
GOV will have to study and evaluate situation and consider 
what action might be incumbent upon it to take unilaterally. 
(President offered to provide transcript his remarks but 

I now learn tape recorder did not function). 


President then summarized his views on communism, explaining 
while Venezuelan Communist Party has status of legally 
recognized political party it has no participation in 
Venezuelan coalition government. Re international communist 
intervention in Cuba, he ratified his statements to NEW YORK 
TIMES correspondent Juan de Onis published July 23 and declared 
GOV stands firmly “hands off America”. 


7 


SPARKS 


—_ 
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731.00/11-1260 
Telegram from the Chargé in Venezuela (Stewart) J 
to the Department of State) i a A 
Confidential Caracas,November 12,1960--7a.m 
| ! 
oe “18. q 
4 Win view current generally precarious situation in Wenezueia, / 





it is vital that country's economic, political, arid social / 
. problems be placed in proper perspective in Department's 

and Embassy's thinking in order that sound approach can 
adopted re Venezuela's need for external assistance) 


It would be easy dismiss Venezuela as country too rich to need 
external assistance for economic and social developsent projects. 
Indeed Venezuela still enjoys high level foreign exchange inccme 
and government revenues relative other Latin-American countries. 
Moreover, if Venezuela were able utilize these resources ef{ect~- 
ively, without waste, for sound economic and social development 
prejects, it 16 possible that Venezuela_would in fact not aeed 
outside assistance. = ’ 

> g 

ve. 


» But US must face reality that Venezuela not likely achie 

stable, well administered, democratic government for som@years 

* to come. While rich in resources, Venezuela is young an@in- 
experienced in democracy, short of capable public adwinistrators, Gy 
lacking in technicians, and as result, weak and ineffective in 
implementing government's good intentions. Venezucia's back- 4 
ground in dictatorship governments over the years was cioracte 
ized by rapidly increasing expenditures on expanding burcaucrac 
and on ill-planned projects of questionable ecouowic use fulnessg 
Waste and corruption were widaspreac To expect Venexucle to 
Shake off heritage of dictatorships od evile of Jictatorsnips 
and to establish responsible, effect ve, democratic govco went 
in one or two years would be expecting too much uncer very 
favorable conditions. It is unrealistic under conditions pre- 
vailing in Venezuela today. It may not even be possible durirg 
President Betancourt's five vear term of office. 
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Coalition government has increased difficulties achieving goals 
in economic and social spheres but considered by President 
Betancourt essential for achieving political stability and main- 
taining democracy in Venezuela. Withdrawal URD from existing 
coalition, which now appears imminent, will increase Betancourt's 
political problems and opposition parties. 


Ineffectivenesg coalition government and effect unstable political 

situation on Venezuelan economy have been adverse and serious. 

They have undermined confidence, both business and public, which 

‘a turn has resulted in the withdrawal deposits from banks and 

flight of capital. President Betancourt faced up to this 

problem this week. On advice of his closest economic cdvisers, and 

apparently also, IMF, he proposed todvalue the boliver. This en- 

gendered such overwhelming and unanimous opposition, not only 

among industry, commerce, banking and labor, but also irom COPE! 

and URD, coalition partners with Betancourt's AD Party, that he 

was forced instead to adopt exchange controls. Country has not 

yet recovered from shock and confusion. Budget for current fiscal 

year is out of balance by over 600 mil ion bolivars, and to reduce 
expenditures further not orlly is difficult but could be politically 

onl socially explosive. 
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President Betancourt is our best bet to achieve kind of | 
government in Venezuela that would best promote and pro- 
tect US national interests. He stands for what we stand 
for. He recognizes the dangers of Castroism and can be 
counted upon to assist in blocking its spread. He has 
come long way in being able be openly critical in his 
November 1 speech what is happening in Cuba. This would 
not have been possible six months ago. 


Venezuela is thus beset with serious political, social 
and economic difficulties. President Betancourt needs 
help and Embassy considers it vital that US give him 
all possible assistance along following lines: 


1) Expanded technical assistance for remainder this 

fiscal year. Request for technicians are still pend- 

ing, even those for which GOV willing cover costs. If 
necessary, contingency funds should be provided. President 
commented bitterly to me about inability obtain technictans. 


“DECLASSIFIED FOR PUBLICATION IN 


FOREIGN RELATIONS OF THE UNITED STATES" 


2) Urgent reconsideration of policy limiting Veneguela to 
very regtricted ICA program. President Betancourt informed 
me his government is definitely interested :jn expanded LCA 
program coming fiscal year and would welcome discussions 
about such program. However, Embassy is reluctaut approach 
GOV unless USG policy is such that we can follow throug) 

on any reasonable progran. 


3) Prompt action on loans. President made strong plea for 
urgent action on GOV money needs. He said he did not 
want grant aid; that his country would be able to repay loans. 


oe 
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What 18 needed, he said, is financial assistance at this time 
Since government is in trouble. 


4) Embassy has been pushing GOV for some indication what 
-yeUjassistance will be wanted from US. President said 
country still interested and experts working on pragranm. 
Embassy is aware US agencies concerned ace interested in a 
PL-460 program for Venezuela and only asks that when 
request are made they be given sympathetic prompt action. 


In conclusion, Embassy again emphasizes that special conditions 
exist in Venezuela at this time; that our stake in Venezuela 
amounts to some four billion dollars and that ovr best bet is 
President Betancourt. If Venezuela's inexperience in applying 
tor assistance makes it impossible to meet normal economic 
criteria of our government then assistance must be proviced on 
political grounds. With the imminent breakup of tri-party 
coalition, with battle lines formed between anti-democratic 
extremism and constitutional democracy we must in our own 
national interest, support Betancourt to limit. 


STEWART 





06 


ror the text of BL 480, the Agricultural 
AM 1, Ws%, 
Trade Development and Assistance Act of 1954,, see 


68 Stat. 454. 











Participants: 





Dotted States Motved Ktagdow ) 
Under Secretary a on Lora Home, Foreign Secretary 


Jobn Hi. Irwin II, Aseistant Secretary 


tdward Heath, Lord Privy Seal 
of Defense for Internationsl 


Sir Evelya Shuckourgh, Deputy 


Security Affairs 
Ww. T MM. Seale, Minister for 
Econouic Affairs, Embassy 


Under-Secretary of State, 
Foreiga Office 
Peter Ramsbothas, Poreigo 
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Londoa ™ Office 
Willies C. Truebeart, First 
Secretary, Embassy London 
Charles A. Sullivan, Special 
Assistant to the Under 
° Secretary 
Subject: otl, the OEPC aad Veoezuelc _ 
- oh is 
3 a EPEC 
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Lord Home raised the subject of of), the OXPC, and Veneguela. Mr. 
Dilloo said that several U.S. o1] companies had got the same iden at 
the same time, and it was spparent that thinking among the oil companies 
vas much the same, except for the Preoch of] compasies. He said that in 
his opinion ecurity. 
He pointed out that the OFPC put control of prices in the hands of Middle 
East companics aud Venezuela. He said that the basic concept of controlling 
prices had been accepted in agreements relating to coffee and tin, but 
that be did oot like the people who are exercising the coutrol in the case 
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of oil. Be expreseed the view that the trouble stems from the Soviets, 
end asked whether the British side bed any ideas about vhat could be 
done substantively to slow things up. Lord Home, in response, iaguired 
whether Mr. Dillon felt that the Soviets are likely to upset the 
situation. Mr. Dillon replied that he thought they could cause 
trouble, but nothing iosuperable. Lord Home asked whether there 


cams. any —tat uence that could be_browdit +2 bear—mit Tepesuea- Mr. Dillon 
replied that be did sot what could be dome since pover rested vith 


ope man. He expressed the opinion that the ofl companies had done as 
much as they can to iafluence the Veneruelan situation. 
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731.00/11-3060 


Telegram from the Acting Secretary of State to 


N ——— the Embassy in Caracas| 
’ 


} Confidential WNiact Washington, December 1, 1960--8:00p.m. 


j ‘ 


— u96. 








— ee” L 

Ly “in le nll =a wees informed Council of Dominican a 
Goverment's alleged complicity/tmuxtxercfuters interventions Venezuelan 
affairs, and imodiately thereafter requested IAPC initiate investigation,thereof. 
Presentation consisted of review past Dominican sins end was not effective ~ 
principally because he had no specific details to support general assertions 
of nev conspiracy. Peace Committee adjourned to allow Venesuelan representa 
time to obtain and present charges in »ore specific form. Presumably it 
will not be reconvened until Venezuela indicates it is ready. 

sn Light Bubessy's 463 
appears there may be maacd s for Venezuelan concern. However, neither 





was not decoded until after meeting it 
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US nor other delegations this information during yesterday's sessions 





and statements so far have been made only by Venezuela and Dominican 
Republic. rrra a 

Department desires cooperate vithin Limite US Jav in attempting 
control revolutionary activity anti-Setancourt enmte in US. Can GOV 


give us any leads vhich would fecilitate our investigations here? \ 
Pi oe gs 
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L prafted by Mann and by Edward A. Jamison, Oe 
Deputy Director of the Office of Inter-American Regional 


Political Affairs. 


—— 


Orne referenced tel, from caracas, (tov) 30, 1960, Aye: 
reported that the Foreign Minister had made available 
to the Embassy that day a series of diplomatic reports 
indicating another civilian-military movement to 


overthrow Yetancourt, wich hac the support of Trujillo. 
4 
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BB You may in your discretion promptly inform Betancourt or Falcon Bricefio ee | 
of foregoing and include following additional points: 

(1) As indicated to Perez de la Cova yesterday Department thinks GOV should 
spa] emadancthen to Wwenteuing tems ef seqnested tavecthgnties op co to pesuit 
ciety Ob Chemin esate CED Cites Contes Gb onthe 
Venesuela, From Venezuelan point of view there seems to be little doubt that 
Communist and Castro elements were prkmm prime movers in recent disturbances in 
Venezuela. Betancourt himself has publicly described these disturbances as Communist 
attempt to overthrow constitutional government, and has privately informed Embassy € 
of Cuban involvement (EMBTEL 460).| It would therefore appear strange and {logical 





e 


for any OAS investigation to be limited to only one aspect of recent difficulties. 
From US standpoint GOV will understand that while we feel as strongly as anyone 
concerning Dominican Govermment aggressions and conspiracies ve would find it 
difficult to understand or explain to our public « second time why Communist and 
Castro aggressions should not be included in investigation and remedial action, 
particularly if specific OAS action should subsequently be decided upon. ~ 

(2) Although US not member IAPC we will of course cooperate to extent 
feasible and appropriate with any investigation which that Committee may under— 
take. However, ve suggest that in view of threat which conspiracy and disorders 
inspired:: from abroad pose to constitutional processes, Venezuela give consideration 
to invoking Rio Treaty and requesting convocation COAS as Organ Consulta‘ion in ma 
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order obtain investigation under Rio Treaty procedures, As described DEPCIRTEL 76 
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3 The referenced(tely, November 30, 1960, reported: 
"Wide agreement among responsible AD COPEI and 
independent political sectors from President down, 
that Communists and MIR are initiating incidents." 


(731.00/11-3060) 


4 
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lease card be Gene without Siztns écte Ser Sth Pemin Necting ov inlesd without 4: | 
"finely committing goverments that such meeting necessary. Purpose would be to 
obtain full and complete investigation of the facts after which goverments 
could decide uk vbether further action called for. Department doubts IAPC 
procedure would be as efficacious as Rio Treaty investigation. 
In conveying above you should of course emphasize deep / 
reoccupation 


pwocoupetcor with which we observe that Venezuelan Government chosen 


by popular vote in orderly constitutional elections is victim of 


Gisorder inspired from abroad. 
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Telegram from the Ambassador in Venezuela (Sparks) to the 


Department of State 


= 


Confidential Priority Caracas, December 3, 1960--g p.m. 


— 


479. | 
aa 


Lonveyed DEPTEL 496 in detail yesterday morning to Foreign 


Minister who left Cabinet meeting to receive me. I stressed 


points one and two particularly need broaden terms requested 
investigation since Communists and Castro elements have been 
prime movers in recent disturbances in Venezuela. Foreign 


Minister made copious notes and said he would confer at once 


with President Betancourt. He observed however Venezuela can 
actively proceed against Castro. Foreign officer telephoned 
aS seccerdal evening President Betancourt will receive me 
Monday 11:00 a.m. 


SPARKS 
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Telegram from the Ambassador in Venezuela (Sparks fo 


the Department of State 


Confidential Priority Caracas, December 5, 1960--7p.m. 
483. 


-_ — SD 


ft Reference: Department telegram 496 YY Mon JM 


Stewart and I met at noon today for three hours with President 
Betancourt and Foreign Minister Falcon. Among other matters 
we discussed at length Department suggestion GOV request 
investigation under Rio treaty of attempts outside forces 
overthrow his regime. I stressed US internal political 
factors which make difficult again’ probe into Dominican 
Republic's actions against GOV without leeteemen Cuba in 

same investigation. 


President appreciated thése facts but repeated what he has 
told me many times, namely insofar.as Venezuela is. concerned 
no action can beitaken on Cuba until Trujillo problem is 
resolved. Presidént is convinced Venezuelan people are-on 
his side in this matter and from standpoint his own personal 
honor he cannot enter:into any action against Cuba until 
Trujillo regime is forced out of power. As President has 
stated before he does not want link any OAS action against 
Trujillo with that of Cuba. President is fully aware of 
dangers of Castroism and he repeated he gladly would head 
movement of Latin American countries to dispose of Castro ' 
problem once effective acticn were taken against Trujillo. 

He said Colombia, Chile, Argentina and Peru were in full 
accord with GOV in this line. He added he had discussed 
Cuba with President-elect Janos Quadros of Brazil when 

latter made brief visit to V-wezuela after hic trip to 

Habana and he had received recent assurances Quadros 
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Brazilian executive agreed with Venezuelan pos Fion“V: 3-a- 
Castro and Trujillo. Betancourt believes present Brazilian 
Government is playing ball with Trujillo. , 











At one point in conversation President said he was 
move against Cuba as soon as effective sanctions c 
in sixth MFM in San Jose were put into effect. P 
envisaged would call for representatives of Latin 
nations meet privately with Castro and inform him that there 
must be reassignment of Cuban foreign policy failing which 
full weight of sanctions then would be imposed on Cuba by 
membership of OAS. Mere fact Cuban Government has violated 
terms of OAS agreements would be sufficient, buc fact also 
it has placed itself within Soviet orbit would result in 
hemisphere-wide support of action against Castro. We be- 
littled any efforts of countries such as Guatemala or 
Nicaragua to initiate action against Castro. 





Reiterated offer Venezuela and Colombia send armed forces 
prevent Castro penetration Dominican Republic if requested 
by OAS or provisional GODR. 


d ca st possible terms and Betancourt's 
reply was equally firm. I do mot think it is ac all likely 
Betancourt will change his mind. 
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and Fites, Lot 62 D 8, “Oil Imports Program” 

A 

Memorandum from the Under Secretary of State for Political 
Affairs (Merchant) to the Secretary of State andar ¢ 


the Under Secretary of State (Dillon) 


Confidential Washington, December 3, 1960. 
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SUBJiCT: Meeting on Proposed Cil rroclassation 


In ecoordance with instrocticns I attended a meeting | 
at 8:30 this moraing in the white Uouse under Ge Morgan's! 
chairmanship on the proclemstion prope sod fecretary Seton 
of Interior relative to oll] imports. is fally the draft 
would godify the President's proclamation 3279 cf Mereh 10, 


1959 ané introduce substential sdzinistrati | WwW 
into the procedures established there wnder. { 


meeting was aleso-attended by 2 
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I argued strongly for deley in a decision on this aatter 
on the grounds that re had not been edequate inter- 
Depertmentel consideration of the matter oad, further, that 
there hed been a substantial neglect cof the element o 
national security on which the 1959 proclaustion substentially 
rested. I emphasized the demeging effects that the proposed 
modification would have on many sensitive areas of the world 
but perticularly on Venezuela. I expanded on the difficult 
internal situaticn in Venezxela aad the key position which 
Betancourt oceupics in relation to our policy tcwards Cestre. 
Dur the latter part of the discussion I said that the State 
Deper would accept the responsibility for securing 
a delay in the issuance of « now proclamation on this subject 
(since we would be blemed for it anyway) ond thet it was our 


strong desire thet no change be made in the procedures for the 
first quarter of 1961. 


Messrs. Seaton end Bennett argued vigorou on behalf of 
their propesition. I received support from Paarlberg, Areeda, 
and to considerable degree from Gerry Morgon. The upshot was 
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“Deputy Assistant to the President. 

Orne proposed amendment would require the Secretary of 
the Interior to make corrective adjustments in the 


mandatory oil import program in order to prevent 





over-estimates and under-estimates of total demand from 


having an unintended impact on levels of importation 


«tn wl 


of oil into the United States. 
a TOO es 
3 rewrence E. Walsh, Deputy Attorney General. 
GMilton B. Persons, Assistant to the President. 
CA iner F. Bennett, Under Secretary of the 
R Peparemens—of Interior. 
© speciai Assistant to the President. 


NAssistant Special Council to the President. 
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§ narian P. Bramble, Deputy Director of the 
Office of International Resources of the Department 


of State. 
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that Secretary Seaton's proposal vas not approved by the 







group. 
»— 
Pred Seaton thereupon said that he wes elled to \ Seu 
appeal this decision to the hy ee and By A . 
was made for this se for 5:30 a.m., December 21, with 





} @ Defense representative and Tom Mann 
of representatives assexbled this morning. . 


ee 


q 


\ The proposed amendment was approved and issued 


on December 24, 1960, as Proclamation 3386. For 


text of the proclamation, see 25 PLR.) 13945. At 
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